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Introduction  of  Witnesses 

Mr.  Porter.  The  subcommittee  will  come  to  order. 

We  begin  today  our  hearings  on  the  departments  and  agencies 
and  commissions  under  the  jurisdiction  of  the  subcommittee  for  the 
1996  fiscal  year  budget. 

We  are  happy  to  welcome  the  representatives  of  the  National 
Labor  Relations  Board  this  morning  and  pleased  to  welcome  Wil- 
liam B.  Gould  IV,  Chairman  of  the  NLRB. 

Mr.  Gould,  would  you  introduce  the  people  who  are  with  you  and 
proceed  in  any  manner  you  want. 

Mr.  Gould.  Yes,  I  will,  Congressman.  Thank  you  very  much. 

I  welcome  this  opportunity  to  testify  on  behalf  of  the  Board  in 
connection  with  our  fiscal  year  1996  budget  request.  With  me  today 
are  the  General  Counsel,  to  my  far  left,  Fred  Feinstein;  and  in  the 
middle  here  is  Harding  Darden,  our  Budget  Officer,  and  also  with 
us  are  William  Stewart,  who  is  my  Chief  Counsel;  Don  Hartline, 
who  is  the  Assistant  Chief  of  Budget,  and  William  Stack,  who  is 
the  Associate  General  Counsel  for  Operations  Management. 

In  accordance  with  normal  procedures,  Congressman,  this  agency 
has  already  submitted  a  detailed  1996  budget  justification  and  a 
prepared  statement,  which  I  would  ask  be  included  in  the  record, 
and  I  would  simply  like  to  make  a  few  remarks,  highlighting  the 
prepared  statement,  if  you  deem  that  appropriate. 

Opening  Statement 

The  fiscal  year  1996  request  is  for  $181,134,000  and  a  Full-Time 
Equivalent— FTE— of  2,116.  The  request  is  a  product  of  an  analysis 
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of  the  agency's  best  estimate  of  the  number  of  cases  that  we  will 
be  receiving  in  1996;  how  these  cases  will  be  resolved;  and  the 
number  of  staff  years  of  employment  needed  based  upon  targeted 
rates  of  productivity,  and  the  estimated  support  costs. 

During  this  past  year,  we  have  spent  a  great  deal  of  time  trying 
to  make  ourselves  more  efficient  on  the  Board  side,  in  particular 
at  the  administrative  law  judge  level,  and  we  are  now  implement- 
ing some  of  these  new  ideas. 

ADMINISTRATIVE  LAW  JUDGES 

We  recently  began  a  program  where  we  are  going  to  try  to  have 
so-called  "settlement  judges"  involved  in  a  substantial  number  of 
cases  at  the  discretion  of  the  Chief  Administrative  Law  Judge  and 
with  the  agreement  of  both  sides.  Already,  prior  to  a  new  rule, 
which  became  effective  on  February  1,  the  Chief  Administrative 
Law  Judge  has  been  sending  out  some  judges  to  attempt  to  resolve 
cases,  particularly  cases  which  are  lengthy,  and  with  some  good 
success.  We  are  exploring  a  number  of  ideas  to  achieve  these  objec- 
tives. 

As  I  say,  we  adopted  a  new  program  which  became  effective  on 
February  1,  which  I  would  be  happy  to  talk  about  in  response  to 
any  questions  that  you  or  other  Members  of  the  committee  may 
have.  We  have  also  adopted  new  timetables  for  the  handling  of  un- 
fair labor  practice  cases  by  the  administrative  law  judges.  And  at 
the  Board  level,  here  in  Washington,  Congressmen,  we  are  explor- 
ing ways  to  speed  Board  decisions. 

BOARD  DECISION  MAKING 

The  Board  has  recently  instituted  a  speed-team,  subpanel  proce- 
dure whereby  the  assigned  or  originating  Board  member  attempts 
to  identify  cases  that  lend  themselves  to  more  expeditious  resolu- 
tion than  the  ordinary  case;  cases  that  are  either  simple  cases  or 
that  are  essentially  factual  and  where  the  law  is  not  complicated. 
And  the  idea  is  to  draft  the  case  and  circulate  it  promptly  and  to 
avoid  time-consuming  memoranda  which  the  Board  has  used  in  the 
past. 

We  are  looking  for  other  ways  to  move  our  procedures  forward. 

OUTLOOK  FOR  1996 

Finally,  let  me  say,  Congressman  Porter,  that  as  our  justification 
bears  out,  we  are  considering  a  wide  variety  of  reforms  which  are 
designed  to  meet  the  needs  of  labor,  management,  and  the  public. 
These  are  vital  first  steps  forward  toward  providing  our  services 
more  expeditiously,  and  the  process  afforded  by  the  Board  to  re- 
solve conflict  is,  in  our  judgment,  an  essential  contribution  to  an 
efficient  national  economy,  and  it  is  my  judgment  that  the  Presi- 
dent's budget  for  fiscal  year  1996  will  support  our  efforts  and  per- 
mit us  to  redeem  our  promises  contained  in  our  statutory  mission. 

Fred  Feinstein,  our  General  Counsel,  will  now  make  an  opening 
statement,  Congressman,  after  which  I  look  forward  to  responding 
to  your  questions  or  the  questions  of  any  others. 

[The  prepared  statement  and  biography  of  William  Gould  follow:] 
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Mr.  Chairman  and  distinguished  Members  of  the  Subcommittee: 

I  welcome  this  opportunity  to  appear  before  you  once  again  as  Chairman 
of  the  National  Labor  Relations  Board  (NLRB)  to  testify  in  support  of  the 
Agency's  budget  request  for  Fiscal  Year  1996.  At  the  outset  I  should  introduce 
our  General  Counsel,  Fred  Feinstein.  Also  with  us  today  is  Harding  Darden,  our 
Budget  Officer. 

In  accordance  with  normal  procedure,  the  Agency  has  already  submitted 
to  you  a  detailed  Fiscal  Year  1996  Justification.  In  my  testimony  today  I  would 
like  to  briefly  highlight  the  Justification  statement  as  it  concerns  our  recent 
activities  as  well  as  our  plans  for  the  future. 

The  Fiscal  Year  1996  budget  now  before  you  requests  an  appropriation  of 
$181,134,000  compared  to  the  1995  appropriation  of  $176,047,000.  This  request 
is  the  product  of  an  analysis  of  the  NLRB's  best  current  estimate  of  the  number 
of  cases  that  the  Agency  will  receive  in  1996;  how  these  cases  will  be  resolved; 
the  number  of  staff-years  of  employment  (FTE)  needed  based  on  targeted  rates 
of  productivity;  and,  finally  the  direct  and  support  costs  required  to  handle  the 
anticipated  caseload.  We  project  a  4.8  percent  increase  in  case  intake  for 
FY  1996  over  that  of  FY  1995  to  approximately  44,753  cases. 


The  General  Counsel  has  statutory  responsibility  for  the  investigation  and 
prosecution  of  cases.  By  virtue  of  the  Board's  delegation  to  him,  33  Regional 
Directors  and  their  staffs  process  representation  as  well  as  unfair  labor  practice 
cases.  He  will  be  addressing  these  concerns  separately.  Directly  under  the 
responsibility  of  the  Chairman  and  the  Board  are  the  Division  of  Administrative 
Law  Judges  and  the  staffs  of  the  Board  Members. 

ADMINISTRATIVE  LAW  JUDGES 

In  Fiscal  Year  1994,  our  Administrative  Law  Judges  closed  531  hearings, 
issued  523  decisions,  obtained  98  settlements  in  person  and  another  338  by 
means  of  telephone  conferences.  The  total  number  of  settlements,  436,  is  an 
achievement  in  itself  and  reflects  the  emphasis  we  continue  to  place  on  settling 
cases  whenever  possible,  not  only  because  they  save  both  the  Agency  and 
taxpayers  a  great  deal  in  litigation  costs,  but  in  that  they  ensure  that  the  parties 
themselves  avoid  the  delays  and  cost  inherent  in  the  formal  trial  process  and 
subsequent  consideration  by  the  Board  and/or  the  Courts  of  Appeals. 

On  February  1,  we  commenced  with  an  one-year  experimental 
modification  which  would  promote  still  more  settlements  through  the  use  of 
settlement  judges  who  have  the  authority  to  mediate  and  not  adjudicate. 
Discussions  between  the  parties  and  the  settlement  judge  will  be  confidential 
and  inadmissible  in  proceedings  before  the  Board  except  by  stipulation  of  the 
parties.  Another  trial  modification  gives  Administrative  Law  Judges  the  authority 
to  render  bench  decisions  in  certain  cases  within  72  hours  after  conclusion  of 
oral  argument.  This  could  reduce  the  time  it  takes  to  process  unfair  labor  practice 
charges  by  as  much  as  6  months. 


MEMBERS'  STAFFS 

In  1994,  the  Board  decided  521  unfair  labor  practice  cases  and  196 
contested  representation  cases.  At  the  close  of  FY  1994,  the  Board  had  354 
unfair  labor  practice  cases  pending.  With  respect  to  overage  cases,  at  the  end  of 
FY  1994,  the  Board  had  35  pending  cases  that  were  more  than  two  years  old.  I 
should  note  that  during  first  five  months  of  the  fiscal  year,  the  Board  was  either 
operating  with  three  members  or  was  without  a  quorum  until  three  new  Board 
members  and  the  General  Counsel  were  confirmed.  In  an  effort  to  expedite  the 
processing  of  cases,  the  Board  recently  instituted  a  "speed-team"  subpanel 
procedure  whereby  the  assigned  originating  Board  Member  identifies  cases 
involving  straightforward  issues  which,  with  the  agreement  and  early  involvement 
of  the  other  two  panel  members,  can  be  drafted  and  circulated  promptly  with  out 
the  need  for  detailed,  time-consuming  covering  memoranda. 

OUTLOOK  FOR  FISCAL  YEAR  1995 

The  total  Agency  case  intake  is  projected  to  rise  2.1  percent  above  the 
intake  received  in  FY  1994.  The  Agency's  FTE  total  will  decrease  from  an  actual 
level  of  2,063  in  FY  1994  to  a  ceiling  2,054. 

OUTLOOK  FOR  FISCAL  YEAR  1996 

A  4.8  percent  increase  in  case  intake  is  projected  for  FY  1996.  The 
Agency's  FTE  will  increase  from  2,054  to  2,116.  The  $5,087,000  increase 
represented  in  the  FY  1996  request  will  allow  for  an  additional  62  FTE  in  our 
Regional  Offices  to  handle  approximately  3,000  unfair  labor  practice  charges  and 
to  reduce  the  time  involved  in  conducting  a  representation  election.  The 
additional  funds  will  also  absorb  the  costs  of  compensation  adjustments  and 
increases  in  space  rent. 


6 


CONCLUSION 

As  our  Justification  bears  out,  we  are  considering  a  variety  of  reforms 
which  are  designed  to  meet  the  needs  of  labor,  management  and,  most 
important,  the  public  interest.  These  are  vital  first  steps  toward  providing  our 
services  more  expeditiously.  The  process  afforded  by  the  NLRB  to  resolve 
conflict  is  an  essential  contribution  to  an  efficient  national  economy.  It  is  my 
judgment  that  the  President's  Budget  for  FY  1996  will  support  our  efforts  to 
redeem  the  promises  contained  in  our  statutory  mission. 


WILLIAM  BENJAMIN  GOULD  IV 
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(Born  in  Boston,  Massachusetts,  July  16,  1936) 

William  B.  Gould  IV  was  nominated  by  President  Clinton  as  Chairman  of  the  National 
Labor  Relations  Board  on  June  28.  1993.  He  was  confirmed  by  the  Senate  on  March  2.  1994  and 
sworn  into  office  on  March  7,  1994.  His  term  expires  August  27,  1998. 

At  the  time  of  his  appointment.  Chairman  Gould  was  Charles  A.  Beardsley  Professor  of 
Law  at  Stanford  Law  School  and  he  is  on  leave  from  that  position.  He  had  been  Professor  of 
Law  at  Stanford  since  July  1972.  A  1961  graduate  of  Cornell  Law  School,  he  studied 
comparative  labor  law  at  the  London  School  of  Economics  ('62-'63)  with  Professor  Otto  Kahn 
Freund. 

On  September  29.  1994  President  Clinton  appointed  Chairman  Gould  to  the  Council  of 
the  Administrative  Conference  of  the  United  States  which  is  responsible  for  making 
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Attorney  for  the  National  Labor  Relations  Board  in  Washington,  D.C.  ('63-'65);  represented 
management  in  labor  law  matters  w  ith  Battle,  Fowler,  Stokes  &  Kheel  in  New'  York,  New  York 
('65-'68);  Professor  of  Law  at  Wayne  State  Law  School  in  Detroit  ('68-71);  and  Visiting 
Professor  of  Law  at  Harvard  Law  School,  Cambridge,  Massachusetts  (71-72).  Since  Stanford, 
he  was  Visiting  Professor  of  Law  at  Howard  Law  School  in  Washington,  D.C.  (1989). 

Gould  was  appointed  to  the  Commission  on  the  Future  of  Worker  -  Management 
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simultaneously  with  his  confirmation  as  Chairman  of  the  National  Labor  Relations  Board.  A 
member  of  the  National  Academy  of  Arbitrators  since  1 970.  Chairman  Gould  has  arbitrated  and 
mediated  more  than  200  labor  disputes  since  1965.  Some  of  the  more  prominent  are:  in  1989, 
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February  8.  1984.  providing  recommendations  to  the  California  Legislature  on  this  subject. 

In  1975,  Chairman  Gould  was  Overseas  Fellow  and  Visiting  Fellow  of  Law  at  Churchill 
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that  year,  also  received  a  Fulbright-Hays  Award  to  be  Distinguished  Lecturer  in  the  Kyoto- 
American  Studies  Summer  Seminar  in  Japan.  In  1982-83,  Gould  was  a  Fellow  at  the  East- West 


Center  in  Honolulu.  In  1985,  he  was  a  Visiting  Fellow  at  the  Australian  National  University 
Faculty  of  Law.  In  1988,  he  was  a  Visiting  Professor  of  Law  at  the  European  University 
Institute,  Department  of  Law,  Florence,  Italy.  In  the  summer  of  1 991 ,  Gould  was  a  Fulbright 
Visiting  Professor  of  Law  at  the  University  of  Witwatersrand  Law  Faculty  in  Johannesburg, 
South  Africa.  He  is  a  member  of  the  Executive  Committee  of  the  International  Society  for  Labor 
Law  and  Social  Security  (U.S.  National  Branch). 

Author  of  more  than  50  law  journal  articles,  Gould  is  also  the  author  of  a  number  of 
books:  Black  Workers  in  White  Unions:  Job  Discrimination  in  the  United  States.  (Cornell 
University  Press  19771;  A  Primer  on  American  Labor  Law.  (MIT  Press  1982,  2nd  edit.  1986,3rd 
edit.  1993):  Japan's  Reshaping  of  American  Labor  Law.  (MIT  Press  1984):  Strikes.  Dispute 
Procedures  and  Arbitration:  Essays  on  Labor  Law  (Greenwood  Press  1985):  Labor  Relations  in 
Professional  Sports  (Auburn  House  1986).  Recipient  of  the  Certificate  of  Merit  from  American 
Bar  Association  Gavel  Award  Committee,  1 983  for  A  Primer  on  American  Labor  Law,  a  book 
which  has  been  translated  into  Spanish,  German,  Japanese,  and  Chinese.    Chairman  Gould's 
most  recent  book  is  on  national  labor  policy,  Agenda  for  Reform:  The  Future  of  Employment 
Relationships  and  the  Law.  (MIT  Press,  1993).  He  is  currently  at  work  on  a  biography  of  his 
great-grandfather,  William  B.  Gould,  an  Afro- American  Civil  War  veteran  which  focuses  upon 
his  diary  kept  between  1 862  and  1 865  and  a  book  dealing  with  the  way  in  which  baseball  has 
changed  since  World  War  2. 

In  1990-1991,  he  served  as  Chairman  of  the  City  and  County  of  San  Francisco  Task  Force 
on  Collective  Bargaining,  appointed  by  the  Mayor  of  San  Francisco.  Chairman  Gould  is  past 
Secretary  of  the  Labor  and  Employment  Law  Section  of  the  American  Bar  Association,  Member 
of  the  Advisory  Council  of  the  Cornell  University  Law  School;  former  Member  of  the  Advisory 
Council  of  the  New  York  State  School  of  Industrial  and  Labor  Relations  (Cornell  University); 
and  Consultant  to  the  Foreign  Policy  Council  of  the  Rockefeller  Foundation  in  New  York  City. 
Chairman  Gould  was  a  member  of  the  Episcopal  Diocese  of  California  Lambeth  '88  - 
Subcommittee  on  Christianity  and  Social  Order. 

Chairman  Gould  was  lead  counsel  in  Stamps  v.  Detroit  Edison  Co..  365  F.  Supp.  87  (E.D. 
Michigan  1973),  a  class  action  involving  racial  discrimination  in  connection  with  hiring  and 
promotion,  which  resulted  in  a  settlement  of  $5,350,000,  the  largest  per  capita  settlement  in  the 
history  of  employment  discrimination  litigation.  He  acted  as  Consultant  to  the  Equal 
Employment  Opportunity  Commission  in  1966-1967  and  at  that  time  wrote  a  position  paper  on 
seniority  and  discrimination  which  has  become  the  framework  for  both  the  EEOC  and 
subsequent  federal  court  decisions.  He  was  the  Commission's  expert  witness  in  EEOC  v.  Pan 
Am  which  resulted  in  a  $17.2  million  dollar  settlement  on  February  3,  1988,  the  largest  award  or 
settlement  entered  into  under  the  Age  Discrimination  Act  at  that  time.  Among  the  labor  and 
constitutional  cases  in  which  he  has  served  as  lead  counsel  are:  Stamps  v.  Detroit  Edison  Co.. 
supra;  United  States  v.  Trucking  Employers.  Inc..  561  F.  2d  313  (D.C.  Cir.  1977);  Mogk  v.  City 
of  Detroit.  365  F.  Supp.  698  (E.D.  Michigan  1971). 
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Mr.  Porter.  Mr.  Feinstein. 

Statement  of  the  General  Counsel 

Mr.  Feinstein.  Thank  you,  Mr.  Chairman.  It  is  indeed  a  pleas- 
ure to  be  here  today  to  testify  on  behalf  of  the  President's  fiscal 
year  1996  budget  request  for  the  National  Labor  Relations  Board. 

I  come  before  you  today  with  the  benefit  of  about  one  year,  just 
short  of  one  year's  experience  as  General  Counsel.  The  past  year 
has  been  one  of  hard  work  and  achievement,  we  hope,  at  the  Na- 
tional Labor  Relations  Board.  The  public's  call  for  a  more  stream- 
lined, efficient,  and  effective  government  has  been  heard  clearly.  As 
our  written  submission  reflects,  we  have  been  actively  engaged  in 
improving  the  operations  of  the  National  Labor  Relations  Board, 
consistent  with  the  goals  and  policies  of  the  National  Performance 
Review,  and  with  the  goals  of  this  Congress. 

I  have  submitted  a  written  statement  and  ask  that  it  be  included 
as  part  of  the  record,  and  would  like  to  add  just  a  few  brief  com- 
ments. 

As  the  Chairman  has  indicated,  the  budget  request  before  this 
committee  is  for  $181,134,000,  an  increase  of  just  a  little  over  $5 
million  over  the  appropriated  1995  budget.  The  request  includes  an 
increase  of  62  FTE,  which  is  just  about  3  percent  over  our  current 
authorized  ceiling  of  2,054. 

CASE  BACKLOGS 

The  main  reason  for  this  request,  this  slight  increase,  is  that  our 
case  intake  has  been  rising  steadily  over  the  past  several  years  at 
the  same  time  that  our  staffing  levels  have  been  declining.  As  a  re- 
sult, our  case  intake  per  FTE  in  1994  was  29  percent  above  what 
it  was  in  1985.  Almost  a  30  percent  increase  over  what  it  was  less 
than  10  years  ago. 

The  result  has  been,  unfortunately,  rising  backlogs  at  all  stages 
of  our  case  handling  pipeline,  but  especially  at  the  initial  investiga- 
tory stage. 

The  NLRB  has  no  control  over  its  caseload.  It  is  required  by  stat- 
ute to  respond  to  charges  of  unfair  labor  practices  and  to  petitions 
for  representation  elections  which  are  filed  by  individuals,  employ- 
ers, and  labor  organizations  with  our  33  regional  offices  located 
throughout  the  country. 

It  is  estimated  the  agency  will  process  about  37,500  unfair  labor 
practice  cases  and  about  7,250  representation  cases  in  fiscal  1996. 
The  additional  62  FTE  will  be  assigned  to  our  regional  offices 
where  90  percent  of  our  cases  are  disposed  of.  It  is  in  the  regional 
offices  where  we  critically  need  the  additional  FTE. 

As  our  case  intake  continues  to  climb,  we  face  increased  pressure 
to  maintain  the  standards  that  the  customers  of  this  agency  have 
come  to  expect  over  the  60  years  that  the  agency  has  been  in  exist- 
ence. This  is  the  60th  anniversary  year  that  the  NLRB  has  been 
in  existence. 

We  now  estimate  that  about  6,750  cases  will  be  pending  prelimi- 
nary investigation  at  the  end  of  fiscal  year  1995,  which  is,  unfortu- 
nately, a  significant  increase  over  the  year  end  1994  figures. 
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The  agency  has  a  long,  proven,  and  proud  tradition  of  processing 
cases  without  backlogs.  We  are  determined  to  continue  that  tradi- 
tion and  believe  we  can  accomplish  that  goal  with  the  budget  re- 
quest before  you.  Part  of  our  request  for  funding  will  go  to  the  con- 
tinuation of  a  multiyear  program  to  bring  our  information  and  com- 
munication resources  into  the  information  age,  to  enhance  our  abil- 
ity to  manage  our  caseload  at  the  local  and  national  levels. 

The  NLRB's  fine  professional  staff  is  highly  regarded,  and  right- 
fully so,  for  the  high  quality  of  its  work  and  for  its  dedication  to 
the  important  mission  of  the  agency.  All  have  worked  hard  to  keep 
pace  with  the  rising  caseload.  It  is,  therefore,  quite  important  that 
the  additional  staffing  be  permitted  and  funded  in  order  that  the 
NLRB  can  continue  to  provide  the  highly  effective  service  to  the 
public  that  has  been  its  tradition. 

I  want  to  thank  the  committee  for  the  favorable  consideration  of 
our  request. 

[The  prepared  statement  and  biography  of  Fred  Feinstein  follow:] 
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STATEMENT  OF 

FRED  FEINSTEIN 
GENERAL  COUNSEL  OF  THE  NATIONAL  LABOR  RELATIONS  BOARD 

BEFORE  THE 

SUBCOMMITTEE  ON  LABOR,  HEALTH  AND  HUMAN  SERVICES, 

EDUCATION,  AND  RELATED  AGENCIES  OF  THE  HOUSE  COMMITTEE  ON 

APPROPRIATIONS 

February  16, 1995 

Mr.  Chairman  and  distinguished  Members  of  the  Subcommittee: 
It  is  an  honor  for  me  to  appear  before  you  as  General  Counsel  of  the 
National  Labor  Relations  Board  during  this  Agency's  60th  anniversary  year  to 
discuss  the  NLRB's  budget  request  for  Fiscal  Year  1996.  Much  is  expected  from 
the  NLRB  in  terms  of  meeting  the  needs  of  both  labor  and  management  in 
today's  rapidly  changing  workplace.  While  I  believe  that  the  Agency  in  recent 
years  has  made  significant  progress  in  streamlining  and  improving  upon  the 
NLRB's  procedures,  our  continued  success  will  greatly  depend  on  obtaining 
sufficient  resources  to  meet  the  challenges  ahead. 

The  Fiscal  Year  1996  budget  requests  $181,134,000,  an  increase  of  less 
than  three  percent  over  the  total  funding  for  1995  of  $176,047,000.  The  NLRB's 
sole  mission  is  to  resolve  representation  disputes  and  to  remedy  unfair  labor 
practices.  It  has  no  control  over  its  case  intake;  all  charges  must  be  investigated. 
It  is  estimated  that  in  FY  1996  the  Agency  will  receive  37,508  unfair  labor 
practice  cases  and  7,245  representation  petitions,  a  total  increase  of  4.8  percent 
over  1995.  The  increase  in  funding  over  FY  1995  will  provide  for  additional  full- 
time  equivalents  (FTEs)  for  field  case  handling  to  enable  us  to  continue  to 
resolve  labor  disputes  in  a  more  timely  manner.  At  the  end  of  December,  1994, 
there  were  4,518  situations  pending  a  preliminary  investigation,  a  26  percent 
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increase  in  backlog  from  December,  1993  and  a  49  percent  rise  from  December, 
1992.  In  addition,  the  funding  increase  will  enable  us  to  absorb  the  costs  of 
within  grades,  promotions,  annualization  of  the  1995  locality  pay  increase, 
Federal  pay  increases  planned  for  1996,  and  escalated  space  rental  costs 
nationwide.  This  request  will  also  sustain  our  multi-year  effort  to  automate  our 
case  tracking  and  management. 

As  part  of  the  budget  process,  the  Agency  has  already  submitted  a 
detailed  "Justification  of  Estimates  for  Fiscal  Year  1996."  I  would  like  to  take  this 
opportunity  to  review  some  of  our  accomplishments  in  1994  and  to  address  the 
outlook  for  Fiscal  Years  1995  and  1996. 

ACCOMPLISHMENTS  IN  FISCAL  YEAR  1994 

After  several  years  of  relatively  level  filings,  our  overall  case  intake  rose 
by  3.7  percent  in  1994  to  a  total  of  41,823  charges  and  petitions.  Of  the  unfair 
labor  practice  charges  filed  in  FY  1994,  33.4  percent  were  found  to  have  merit. 

It  is  noteworthy  that  92.3  percent  of  cases  found  to  be  meritorious  were 
settled.  It  has  long  been  this  Agency's  belief  that  parties  are  better  served  if  we 
are  able  to  settle  their  disputes  without  the  need  for  time-consuming  and  costly 
litigation.  Notwithstanding  the  high  settlement  rate,  when  we  were  required  to 
litigate  a  matter,  we  were  successful  in  86  percent  of  cases  in  trials  before  the 
Board  and  the  Administrative  Law  Judges  during  FY  1994. 

During  FY  1994,  our  Regional  Offices  distributed  over  $61  million  in 
backpay.  During  that  time,  2,984  employees  were  reinstated  and  1,466 
additional  employees  were  offered  reinstatement,  but  declined. 

Concerning  our  automation  effort,  over  $2.8  million  was  spent  to  increase 
our  personal  computer  inventory;  to  replace  older,  obsolete  computers  and 
software;  and  to  continue  networking  our  Regional  Offices. 
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Finally,  and  most  important,  we  have  been  busy  with  a  number  of 
reinvention  initiatives  that  have  been  implemented  or  are  well  into  the  planning 
process.  For  example,  we  have  delegated  routine  case  handling  and 
administrative  decisions  to  the  lowest  practicable  level.  We  have  begun: 
streamlining  supervisory  functions  through  reduction  of  vertical  staff  layering; 
allowing  supervisors  maximum  flexibility  to  perform  direct  case  handling;  and 
increasing  the  ratio  of  unit  employees  to  supervisors.  We  are  refining  existing 
case  time  targets  and  performance  measures  so  they  will  encourage  outcomes 
that  will  embody  the  purposes  of  the  National  Labor  Relations  Act.  Regional 
performance  goals  have  been  modified  to  reduce  time  lapses  between  the  filing 
of  a  representation  petition  and  the  holding  of  an  election. 
OUTLOOK  FOR  FISCAL  YEAR  1995 

While  the  FY  1995  appropriation  of  $176,047,000  represents  a 
$4,773,000  increase  over  1994,  the  increase  will  be  absorbed  by  mandatory  pay 
raises  and  increases  in  space  rent.  The  total  staff  funded  for  the  Agency  has 
been  reduced  from  an  actual  level  of  2,063  in  FY  1994  to  a  ceiling  of  2,054  in 
FY  1995. 

A  2.1  percent  increase  in  total  case  intake  is  projected  for  FY  1995.  For 
the  first  3  months  of  this  fiscal  year,  representation  petitions  have  been  running 
5.3  percent  ahead  of  last  year's  pace.  Past  experience  indicates  that  increased 
organizational  activity  usually  brings  a  concomitant  increase  in  unfair  labor 
practice  filings.  As  I  mentioned  earlier,  4,518  situations  were  pending 
investigation  at  the  end  of  December.  Assuming  that  we  are  able  to  maintain  last 
year's  settlement  rate  of  92.3  percent  and  increase  productivity  by  two  percent, 
we  project  that  6,750  situations  will  be  awaiting  investigation  at  the  end  of  FY 
1995,  meaning  that  it  would  take  approximately  70  days  just  to  begin  the 
investigation  of  a  newly-filed  charge.  This  is  a  significant  change  from  past  years. 


15 


We  are  in  the  midst  of  a  multi-year  program  to  improve  our  information  and 
communications  systems  to  increase  both  the  efficiency  and  effectiveness  of 
case  handling.  By  the  end  of  this  year,  we  will  have  installed  local  area  networks 
and  electronic  mail  in  all  of  our  Regional  Offices.  Employees  will  be  able  to 
electronically  access  Board  Decisions,  case  digest  indexes  and  other  Agency 
research  materials.  Most  significantly,  the  initial  development  of  the  Case  Activity 
Tracking  System  (CATS)  is  well  underway.  This  system  will  ultimately  automate 
and  integrate  case  processing,  management  and  legal  research  functions 
Agency-wide. 

OUTLOOK  FOR  FISCAL  YEAR  1996 
Through  maintaining  high  rates  for  settlements  and  election  agreements 
and  further  automation  of  our  case  handling,  we  hope  to  keep  pace  with  the 
increase  in  unfair  labor  practice  cases  projected  while  reducing  representation 
case  backlogs.  The  Agency's  FTE  will  increase  from  2,054  to  2,116,  with  all  of 
the  additional  62  being  dedicated  to  case  handling  in  our  Regional  Offices. 

We  are  requesting  $1,830,000  for  the  Case  Activity  Tracking  System,  the 
development  of  which  we  anticipate  will  be  substantially  completed  by  the  end  of 
FY  1996.  Integration  of  this  system  into  the  front-line  work  environment  will  not 
only  reduce  the  burden  of  duplicative  data  entry,  but  will  enhance  our  ability  to 
manage  the  caseload  at  the  local  and  national  levels. 
CONCLUSION 
I  am  proud  to  be  associated  with  the  traditions  that  have  made  the 
headquarters  and  field  operations  of  the  Office  of  the  General  Counsel  such  a 
fine  example  of  effective  public  service.  As  it  completes  its  60th  year,  the  NLRB 
will  continue  its  commitment  and  dedication  to  fulfilling  its  responsibilities.  The 
original  purpose  and  objectives  of  the  Act  have  not  changed  since  1935:  to 
promote    stable    and    peaceful    workplace    relations;    to    settle    issues    of 
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representation  and  legal  disputes  arising  out  of  collective  bargaining  fairly  and 
quickly;  and  to  assure  that  all  workers  can  exercise  their  right  to  decide  whether 
or  not  they  desire  union  representation  free  of  fear  or  threats  of  reprisal.  Today, 
as  was  true  60  years  ago,  our  success  in  helping  to  make  collective  bargaining 
work  will  play  a  central  role  in  the  success  of  labor  relations  and  ultimately  the 
productivity  and  health  of  our  economy. 

We  look  forward  to  the  challenges  that  lie  ahead,  steadfast  in  our  desire 
to  provide  the  highest  level  of  service  to  the  labor-management  community  and 
the  public  whom  we  serve. 
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Fred  Feinstein  was  appointed  by  President  Bill  Clinton  to  serve  as 
General  Counsel  of  the  National  Labor  Relations  Board  for  a  term  of  four  years 
commencing  on  March  3,  1994.  As  General  Counsel  he  has  final  authority,  on 
behalf  of  the  Board,  in  respect  to  the  investigation  of  charges  and  issuance  of 
complaints  alleging  the  commission  of  unfair  labor  practices  by  employers  and 
unions.  He  is  in  charge  of  33  regional  offices  around  the  country.  Previously,  he 
was  Chief  Counsel  to  the  Subcommittee  on  Labor-Management  Relations  of  the 
U.S.  House  of  Representatives  where  he  provided  legal  and  policy  advice  on 
labor  and  pension  law.  He  worked  with  members  of  Congress,  the  Department 
of  Labor,  and  representatives  of  business  and  labor.  He  organized  and  directed 
legislative  and  oversight  hearing.  He  drafted  legislation,  committee  reports  and 
speeches  for  members  of  Congress.  He  received  his  B.A.  in  Political  Science, 
with  honors,  from  Swarthmore  College,  Swarthmore,  PA,  and  received  his  J.D., 
with  honors,  from  Rutgers  Law  School,  Newark,  New  Jersey. 
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STATUS  OF  ELECTROMATION  CASE 


Mr.  Porter.  Mr.  Gould  and  Mr.  Feinstein,  thank  you  for  your 
comments.  I  might  say  that  this  is  the  60th  year  I  have  been  in 
existence,  too,  so  I  guess  I  relate  to  that  date  pretty  well. 

I  wonder  if  you  could  bring  the  subcommittee  up  to  date  on  the 
Electromation  case. 

Mr.  Gould.  We  have,  Congressman,  five  cases  that  are  pending 
before  us  involving  that  issue  right  now  that  have  been  fully 
briefed  and  that  are  pending  with  us.  As  you  know,  the  Court  of 
Appeals  affirmed  the  Board's  decision  in  the  Electromation.  I  am 
not  sure  what  the  status  of  that  case — I  will  turn  to  Fred  Feinstein 
or  Harding  Darden  to  advise  you  specifically  what  the  status  of 
Electromation  is  itself  at  this  point,  but  the  Electromation  issue, 
we  believe,  is  presented  to  us  in  five  cases  that  have  been  fully 
briefed  before  us. 

Mr.  Feinstein.  Yes,  as  the  Chairman  has  indicated,  as  to  the 
Electromation  case  itself;  the  7th  Circuit  has  enforced  the  decision 
of  the  Board,  and,  as  the  Chairman  has  indicated,  there  are  other 
cases  presenting  similar  issues  which  are  currently  before  the 
Board. 

In  terms  of  the  field,  it  is  difficult  to  estimate  the  number  of 
cases  we  have  specifically  dealing  with  that  issue.  Overall,  dealing 
with  the  issues  that  are  raised  by  the  section  of  the  National  Labor 
Relations  Act  which  was  involved  in  that  case,  Section  8(a)(2),  we 
traditionally  process  maybe  100  cases  a  year,  which  of  course  is  a 
very  small  percentage  of  our  overall  cases,  and  only  a  percentage 
of  those  concern  issues  that  were  raised  in  the  Electromation  case. 

So  we  do  not  know  precisely,  but  it  is  significantly  less  than  100 
cases  that  are  even  in  the  pipeline  at  this  point. 

SALTING 

Mr.  PORTER.  I  wonder  if  you  would  describe  for  the  subcommittee 
the  practice  of  "salting." 

Mr.  FEINSTEIN.  Salting  is  the  popular  name  for  a  practice  that 
some  unions  have  developed.  It  is  a  kind  of  organizing  approach  or 
strategy  that  has  probably  existed  for  quite  some  time.  Recently, 
some  building  and  construction  trades  unions  have  initiated  some 
organizing  campaigns  that  have  taken  that  name. 

Workers,  qualified  workers,  appear  at  work  sites  and  indicate  ei- 
ther by  wearing  a  union  insignia,  or  a  union  hat  or  something,  that 
indicates  they  are  union  supporters.  Sometimes  they  indicate  that 
one  of  the  reasons  they  want  to  work  on  the  job  is  to  engage  in  or- 
ganizing activities.  They  present  themselves  to  apply  at  a  job  site 
for  a  job. 

The  intention  of  this  program  is  to  have  people  in  the  construc- 
tion industry  at  sites  organizing  and  attempting  to  attain  collective 
bargaining  rights  in  the  construction  industry  for  construction 
workers.  Usually  people  up  front  present  themselves  as  union  sup- 
porters at  different  construction  sites. 

Mr.  Porter.  And  do  they  ever  do  this  without  presenting  them- 
selves as  union  supporters  but  with  the  intention  of  organizing 
nonunion  work  forces? 
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Mr.  Gould.  I  think  the  answer  is  sometimes  they  would  not 
openly  identify  themselves,  Congressman.  There  are  particularly 
unions,  as  General  Counsel  Feinstein  has  said,  in  the  construction 
union,  in  the  construction  industry  which  have  openly  identified 
themselves,  but  there  are  other  cases  where  union  organizers 
would  attempt  to  organize  employees  where  they  do  not  openly 
identify  themselves. 

Mr.  Porter.  I  understand  that  there  are  cases  at  the  circuit 
court  level  that  have  been  decided  both  ways  on  this  question.  How 
has  the  Board  ruled  on  these  types  of  cases? 

Mr.  Feinstein.  The  Board  has  held  that  people  who  are  engaged 
in  this  kind  of  program  are  employees  and  are  protected  by  the  Na- 
tional Labor  Relations  Act.  The  circuits  have  split  on  this  issue. 
There  have  been,  I  believe,  two  or  three  that  have  not  sustained 
the  Board's  position  and  two  or  three  that  have. 

We  have,  in  order  to  clarify  the  issue,  sought  review  by  the  Su- 
preme Court,  which  has  been  granted  in  the  Town  &  Country  case, 
and  we  do  expect  that  sometime  within  the  year  the  case  will  be 
presented  before  the  Supreme  Court  to  resolve  the  conflict  in  the 
circuits  on  this. 

Mr.  Porter.  Mr.  Istook,  I  yield  to  you. 

INJUNCTIVE  PROCEEDINGS 

Mr.  Istook.  Thank  you,  Mr.  Chairman. 

I  wanted  to  inquire,  if  I  may,  regarding  the  resources  of  the 
NLRB  that  are  being  used  in  certain  injunctive-type  proceedings. 

I  think  the  particular  terminology  is  a  10(j)  injunction. 

Mr.  Gould.  Yes,  sir. 

Mr.  Istook.  What  does  that  terminology  indicate? 

Mr.  Gould.  That  terminology  indicates  that,  under  some  cir- 
cumstance, temporary  injunctive  relief  is  sought,  as  we  are  author- 
ized to  do  so  utilizing  our  discretion  in  Federal  District  Court,  to 
enjoin  both  employer  and  union,  unfair  labor  practices  prior  to  the 
time  that  the  administrative  process  has  itself  been  exhausted. 

Mr.  Istook.  Now,  what  is  the  authority  for  using  those  in  pro- 
ceedings where,  for  example,  it  may  be  alleged  that  a  transfer  or 
a  closing  of  a  particular  facility  or  relocation  of  a  business  con- 
stitutes an  unfair  practice? 

Mr.  Gould.  Well,  if  there  were  an  unilateral  decision  under  cir- 
cumstances where  there  is  a  duty  to  bargain  under  Section  8(a)(5) 
of  the  National  Labor  Relations  Act,  or  if  there  were  a  situation 
where  a  relocation  was  being  engaged  in  for  transfer  of  workers  for 
antiunion  reasons,  subsequent  to  an  investigation  by  the  General 
Counsel,  an  injunctive  relief  could  be  sought  if  the  passage  of  time, 
when  we  use  our  normal  administrative  process,  would  make  effec- 
tive relief  impossible. 

In  other  words,  if,  for  instance,  there  was  a  relocation  where 
there  was  a  duty  to  bargain,  or  where  it  was  engaged  in  for 
antiunion  discriminatory  reasons,  it  might  be  that  if  the  matter 
was  handled  before  the  administrative  law  judge,  by  the  time  it 
went  through  that  procedure  there  would  be  no  effective  relief 
available,  and  that  would  be  one  instance. 

Mr.  Istook.  I  understand.  That  is  the  long  way  of  saying,  of 
course — a  simple  answer  is  that  if  there  is  an  immediate  situation, 
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that  there  is  not  time  to  let  it  work  through  the  process  and  you 
think  emergency  relief  is  necessary. 

Mr.  Gould.  That  is  correct,  sir. 

Mr.  ISTOOK.  I  think  simple  answers  usually  communicate  better. 

Mr.  Gould.  Okay,  I  will  try  to  keep  it  simpler. 

NUMBER  OF  REQUESTED  10(J)  INJUNCTIONS 

Mr.  Istook.  Can  you  tell  me  in  the  last  12  months  how  many 
Section  10(j)  injunctions  have  been  requested? 

Mr.  Gould.  In  the  last  10? 

Mr.  Istook.  The  last  12  months. 

Mr.  Gould.  I  believe  that  between  February  1,  1994  and  Janu- 
ary 31,  1995,  120  10(j)  requests  from  the  General  Counsel  were  au- 
thorized. 

Mr.  Istook.  How  does  that  compare  with  historical  patterns  in 
previous  years? 

Mr.  GOULD.  That  is  far  in  excess  of  historical  patterns  in  pre- 
vious years. 

Mr.  Istook.  What,  for  example,  in  the  most  recent  comparable 
period,  and  I  don't  know  if  you  can  say  the  fiscal  year  prior,  or  the 
year  prior,  but  what  would  be  a  comparable  period  to  understand 
the  increase? 

Mr.  Feinstein.  I  think  the  annual  rate  was  around  40  a  year, 
so  it  is  a  significant  increase. 

Mr.  Istook.  It  has  more  than  doubled? 

Mr.  Feinstein.  Yes. 

NLRB  POLICY  ON  10(J)  INJUNCTIONS 

Mr.  ISTOOK.  That  is  a  reflection  of  a  policy  decision,  I  presume, 
that  someone  has  made. 

Mr.  Feinstein.  Well,  it  is  really  a  reflection  of  an  operational  re- 
view that  we  initiated  to  emphasize  that  we  wanted  to  make  sure 
that  in  all  situations  in  which  injunctive  relief  was  appropriate  and 
necessary  under  the  Act  that  we  were  examining  and  pursuing  that 
possibility. 

Mr.  Istook.  I  think  that  is  the  long  way  of  saying  yes;  right? 

Mr.  Feinstein.  I  am  sorry? 

Mr.  Istook.  That  is  the  long  way  of  saying  yes,  that  reflects  a 
policy  decision. 

Mr.  Feinstein.  Well,  it  is  policy  in  the  sense  that  it  is  adminis- 
trative policy.  That  is  to  say  we  have  not,  and  we  have  emphasized 
this,  we  have  not  changed  the  circumstance  under  which  we  con- 
sider such  relief  appropriate.  We  have  not  said  there  should  be  dif- 
ferent standards,  a  different  policy  in  that  sense. 

Mr.  Istook.  Who  initiated  the  policy  change? 

Mr.  Feinstein.  Well,  I  did,  in  consultation  with  the  Board. 

Mr.  Istook.  Was  it  suggested  by  anyone  else? 

Mr.  Feinstein.  It  is  something  that  has  been  suggested  over  the 
years  in  numerous  contexts;  commentators 

Mr.  Istook.  In  the  context  of  your  involvement  with  it,  was  it 
suggested  by  anybody  else? 

Mr.  Feinstein.  I  am  not  sure  I  am  understanding  the  question. 

Mr.  ISTOOK.  Did  you  do  this  totally  of  our  own  initiative  or  did 
someone  suggest  it  to  you? 
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Mr.  Feinstein.  It  was  our  responsibility  and  at  our  initiative, 
but  I  am  responding 

Mr.  ISTOOK.  My  question  is  simply  did  anyone  suggest  it  to  you. 
I  realize  you  have  initiative  and  responsibility.  My  question  was, 
did  anyone  suggest  it  to  you. 

Mr.  Feinstein.  In  the  sense  that  it  has  been  urged  by  commenta- 
tors in  articles  and  commentary  on  the  Hill  over  the  years,  to  the 
extent  we  were  responding  to  those  kinds  of  suggestions.  No  one 
directed  us  to  do  it. 

Mr.  ISTOOK.  That  still  was  not  my  question.  I  think  you  are  try- 
ing to  evade  just  a  simple  answer.  Was  it  suggested,  for  example, 
through  the  Labor  Department,  through  the  Administration  or  by 
any  unions  that  you  make  this  policy  decision? 

Mr.  Feinstein.  No,  that  was  not  the  basis  on  which  it  was  made. 
No. 

Mr.  ISTOOK.  I  did  not  ask  if  it  was  the  basis,  I  asked  if  it  was 
suggested.  Was  it  suggested? 

Mr.  Feinstein.  By? 

Mr.  ISTOOK.  By  the  persons  I  described;  the  Labor  Department, 
the  Administration  or  the  labor  unions? 

Mr.  Feinstein.  No.  No. 

Mr.  ISTOOK.  So  no  labor  union,  no  person  in  the  Administration, 
nor  the  Labor  Secretary  made  such  a  suggestion.  That  is  your  testi- 
mony? 

Mr.  Feinstein.  I  am  trying  to  be  careful  here.  I  am  sure  that 
there  are  people  who  have  been  involved  in  unions  who  have  urged 
the  Board  over  the  years  to  do  this.  I  don't  recall  anyone  specifi- 
cally suggesting  any  particular  way  that  I  do  it  as  General  Counsel 
and  the  same  is  true  for  Administration  officials. 

Mr.  Gould.  I  would  say,  Congressman,  that  I  believe  that  in  the 
past  I  have  been  aware  of  public  statements  that  various  unions 
have  put  forward  indicating  that  they  would  like  to  see  a  greater 
use  of  Section  10(j).  And  I  myself,  prior  to  coming  to  this  position, 
have  written  in  books  and  articles  to  the  effect  that  the  Board 
ought  to  make  greater  use  of  Section  10(j).  And  other  commenta- 
tors, who  have  specialized  in  this  field,  have  similarly  done  so. 

Mr.  Istook.  Sure.  And  I  understand  that.  I  just  wanted  to  find 
out,  for  example,  if  what  you  are  telling  us  here  is  that  this  is  a 
reflection  of  your  decisions  but  is  not  a  reflection  of  an  Administra- 
tion, the  Clinton  Administration's  policy  decision.  That  is  what 
your  testimony  is,  as  I  understand. 

Mr.  Feinstein.  That  is  correct. 

Mr.  Gould.  That  is  correct.  The  Clinton  Administration  has  not 
suggested  any  policy  direction  to  me  whatsoever. 

BREAKDOWN  OF  INJUNCTIONS  AGAINST  EMPLOYERS  AND  UNIONS 

Mr.  ISTOOK.  One  simple  question  on  that.  Can  you  just  tell  us  of 
the  10(j)  injunctions,  I  think  you  said  120  or  so  in  the  last  12 
months,  how  many  have  been  against  employers  and  how  many 
against  unions? 

Mr.  Feinstein.  I  do  not  have — I  would  be  happy  to  get  back  with 
the  specific  figure. 

Mr.  Istook.  Sure. 

[The  information  follows:] 
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Injunctive  Relief 


In  the  twelve  month  period  from  February  1,  1994  to  January  31,  1995,  the  Board 
authorized  the  General  Counsel  to  seek  Section  10(j)  relief  in  120  cases,  113  against 
employers  and  7  against  unions.  Due  to  settlements  or  other  changes  in  cir- 
cumstances, petitions  were  filed  in  only  90  of  those  cases:  84  against  employers  and 
6  against  unions. 

It  should  be  noted  that  §  10(1)  of  the  National  Labor  Relations  Act  (29  USC 
§  160(D),  a  companion  to  10(j),  requires  the  Regional  Offices  to  seek  federal  court  in- 
junctive relief  against  ongoing  union  conduct  in  violation  of  the  Act's  prohibitions 
of  secondary  boycotts,  recognitional  picketing,  and  maintenance  of  "hot  cargo"  agree- 
ments. During  FY  1994,  16  such  cases  were  filed  nationwide.  When  the  numbers 
of  10(j)  and  10(1)  filings  are  combined,  and  compared  with  the  total  number  of  com- 
plaints issued  against  unions  and  employers,  it  becomes  evident  that  the  Board 
seeks  injunctive  relief  against  unions  in  a  substantially  greater  proportion  of  the 
cases  (about  6%  of  complaints)  than  it  does  against  employers  (about  29c). 

Moreover,  the  Agency's  experience  in  recent  years  has  been  that,  in  many  cases 
subject  to  §  10(1),  the  mere  prospect  of  injunctive  relief  is  sufficient  to  bring  about 
a  cessation  of  the  unlawful  conduct,  thereby  obviating  even  the  issuance  of  a  com- 
plaint. The  efficacy  of  §  10(1)  stands  as  a  clear  example  of  a  "success  story"  in  the 
enforcement  of  the  National  Labor  Relations  Act. 

Mr.  FEINSTEIN.  Generally  speaking,  I  think  it  reflects  the  ratio 
of  cases  in  the  agency  that  come  against  unions  versus  employers. 
Far  more  cases  are  filed  that  are  initiated  either  by  employees  or 
unions  but  we  do  have  a  percentage  that  are  initiated  by  employ- 
ers, and  in  the  10(j)  areas  we  have  pursued  injunctions  that  were 
filed  both  by  employers  and  the  employees,  the  initial  charges. 

Mr.  ISTOOK.  If  the  Chairman  would  permit  follow-ups  for  the 
record? 

Mr.  Gould.  I  would  say,  Congressman,  I  can  only  recollect  some- 
thing in  the  nature  of  seven  where  the  relief  was  sought  against 
unions. 

Mr.  ISTOOK.  And  the  rest,  obviously,  against  the  employers. 

Mr.  Gould.  Yes. 

Mr.  Porter.  Thank  you,  Mr.  Istook. 

Mr.  Dickey. 

REQUEST  FOR  ADDITIONAL  PERSONNEL  AND  FUNDING 

Mr.  Dickey.  I  want  to  restrict  mine  to  only  one  line  of  questions. 

Mr.  Gould,  you  have  asked  for  more  money  in  FY  1996.  If  I  have 
it  correct,  you  have  asked  for  more  money  in  FY  1996  than  in  FY 
1995;  is  that  correct? 

Mr.  Gould.  Yes,  sir. 

Mr.  Dickey.  You  want  this  money  to  go  for  personnel? 

Mr.  Gould.  Yes,  principally,  yes. 

Mr.  Dickey.  Are  you  aware  we  do  not  have  enough  money  as  it 
is  to  fund  all  the  agencies  that  we  are  looking  at?  We  are  trying 
to  downsize  everybody;  do  you  know  that? 

Mr.  Gould.  Well,  I  was  not  aware  you  were  attempting — a  deci- 
sion had  been  made  to  downsize  everyone.  But  I  am  aware  of  the 
fact  that  we  are  within  a  period  of  austerity. 

Mr.  Dickey.  Yes,  sir.  Well,  how  can  you  be  a  participant  in  that 
downsizing  if  you  are  asking  for  more  money  and  more  personnel? 
What  is  the  explanation?  It  seems  kind  of  unusual  for  you  to  be 
in  that  position. 

Mr.  GOULD.  Well,  what  we  are  dealing  with  are  two  consider- 
ations here,  Congressman.  One  is  that  we  are  attempting  to 
streamline  ourselves  and  to  make  ourselves  more  efficient  in  a  va- 
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riety  of  ways.  The  other  is  that  we  are  confronted  with  a  backlog 
problem  where  we  are — we  have  an  increasing  backlog  that  we  are 
confronted  with.  And  if  we  are  not  able  to  stem  this  problem  and 
address  it,  the  agency  and  the  enforcement  of  the  law  simply  will 
not  be  credible. 

Historically,  this  agency  has  done  a  first-rate  job  in  dealing  with 
and  addressing  unfair  labor  practices  and  representation  cases  in 
an  expeditious  manner.  Agencies  that  do  not  have  this  kind  of 
track  record  have  really  lost  credibility  with  the  public  and  their 
statute  has  lost  credibility.  That  is  why  we  are  seeking  additional 
staff,  because  of  the  increased  backlog,  and  we  are  trying  to  make 
ourselves  more  efficient  in  the  process. 

Mr.  Dickey.  Do  you  think  a  decrease  in  your  staff  will  make  for 
a  larger  backlog? 

Mr.  Gould.  Yes,  we  do,  sir.  Yes,  we  do. 

Mr.  Dickey.  Have  you  ever  heard  of  the  concept  that  you  can 
sometimes  have  so  many  employees  you  become  inefficient? 

Mr.  Gould.  Well,  I  do  not  believe  that  holds  true  with  us,  sir. 
We  have  had  a  constant  decrease  in  recent  years  of  employees.  As 
you  will  see  from  our  justification,  the  productivity  of  our  employ- 
ees has  gone  up  considerably  over  recent  years.  We  have  been 
doing  much  more  with  much  less  for  a  very  substantial  period  of 
time. 

But  the  fact  is  that  the  volume  of  cases  is  going  up.  Those  that 
are  filed  with  us,  we  have  no  control  over  that.  And,  in  addition 
to  that,  we  have  the  problem  of  the  increasing  backlog. 

I  think  that  this  agency  and  the  loyal,  dedicated  people  that  exist 
throughout  the  agency  in  the  field  are  doing  the  very  best  that  they 
can,  given  these  limited  circumstances.  We  have  really  tried  to 
strip  our  submission  to  its  bare  bones. 

IMPACT  OF  REDUCED  FUNDING 

Mr.  Dickey.  Mr.  Gould,  I  have  to  go  vote  and  I  will  not  be  able 
to  come  back  so  I  want  to  ask  you  a  question,  and  maybe  it  is  un- 
fair. But  if  we  do  not  have  the  money  to  fund  your  request,  what 
do  you  suggest? 

Mr.  Gould.  Well,  I  do  not  know  that  I  have  a  suggestion.  Obvi- 
ously, we  will  have  to  live  within  the  limits  of  what  the  Congress 
and  the  President  provide  us.  That  is  the  only  thing  I  can  suggest. 

Mr.  Dickey.  What  will  you  do  if  you  have  a  reduction  in  funds, 
not  an  increase  but  a  reduction? 

Mr.  Gould.  If  we  have  a  reduction  of  funds,  the  backlog  will 
grow  more  considerably  and  we  will,  I  am  afraid,  not  be  able  to  dis- 
charge our  statutory  mission  as  it  should  be  discharged.  Our  ability 
to  be  a  credible  force  in  resolving  labor-management  conflict  will 
inevitably  be  eroded. 

If  we  have  less  funds  and  we  have  to  operate  within  those  limits, 
we  will  just  do  the  best  that  we  can  under  the  circumstance,  but 
that  is  the  reality,  Congressman. 

Mr.  Feinstein.  I  would  want  to  add  one  point  to  emphasize  what 
the  Chairman  said,  and  that  is,  our  workload  is  determined  com- 
pletely by  the  cases  that  are  brought  before  us.  We  do  not  have  any 
discretion  in  the  amount  of  work  that  is  brought  before  us. 
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One  alternative,  of  course,  that  is  out  there,  if  the  funding  is  not 
available  to  do  what  Congress  has  directed  us  to  do,  is  for  Congress 
to  alter  the  task  that  is  put  before  us. 

Mr.  Dickey.  Here  is  what  my  frustration  is,  if  I  may,  Mr.  Chair- 
man. My  frustration,  and  I  don't  know  if  the  other  Members  of  this 
panel  have  the  same  frustration,  but  you  all  know  better  than  we 
do  how  to  cut  your  own  agency,  and  you  keep  coming  in  here — and 
I  am  not  saying  you  all — but  everybody  keeps  coming  in  here  and 
saying,  well,  we  will  ask  for  more,  hoping  to  get  the  same;  or  we 
will  ask  for  more  so  that  they  will  cut  it  down.  And  we  are  making 
the  decisions  without  the  expert  advice  from  you  all.  We  are  mak- 
ing decisions  as  laymen.  And  I  think  it  is  leaving  us  in  a  precarious 
situation  where  we  are  going  to  start  cutting,  and  we  will  have  to 
start  cutting  because  the  American  people  are  saying  it  to  us,  and 
you  all  do  not  seem  to  be  getting  the  message. 

I  apologize  when  I  say  you  all,  but  you  all  are  not  getting  the 
message.  The  American  people  are  saying  that  we  have  to  cut.  It 
does  not  make  a  difference  whether  it  will  be  painful  or  full  of 
agony  or  what,  but  we  are  going  to  have  to  cut.  And  we  are  not 
getting  help  from  you  all  as  to  how  to  do  it  when  you  all  come  in 
and  ask  for  an  increase.  That  is  my  point. 

Mr.  PORTER.  We  will  allow  the  witnesses  to  consider  that  for  10 
minutes  as  we  take  a  brief  recess  to  vote.  The  subcommittee  will 
stand  in  recess  briefly. 

[Recess.] 

CASE  INTAKE  PER  FTE 

Mr.  Porter.  The  subcommittee  will  come  to  order. 

I  want  to  pick  up  on  the  line  of  questioning  that  Mr.  Dickey  left 
at  the  end. 

The  budget  justification  notes  that  the  total  FTEs  have  declined 
by  26  percent  since  1980,  and  the  case  intake  per  FTE  has  in- 
creased dramatically  from  roughly  16  per  FTE  in  1985  to  over  20 
in  1995.  However,  compared  to  the  1980  level,  of  over  19  cases  per 
FTE,  the  intake  is  only  up  very  slightly,  about  6  percent. 

Given  the  efficiencies,  streamlining,  and  improved  performance 
that  you  discussed  earlier  in  your  testimony,  why  has  this  rel- 
atively slight  historical  increase  in  case  intake  per  FTE  resulted  in 
such  problems  with  a  backlog? 

Mr.  Feinstein.  Well,  I  think  that  our  figures,  first — I  guess  your 
baseline  is  1980. 

Mr.  Porter.  Yes,  I  am  going  back  to  1980. 

Mr.  Feinstein.  Right.  And  we  figure  that  1980,  I  think,  was  one 
of  the  historic  high  points  in  terms  of  cases  before  the  agency. 
What  we  saw  in  1980  was  a  beginning  of  a  decline  in  cases  that 
then  went  up  again  in  1988.  Our  measure,  the  figure  I  gave  you 
of  about  30  percent  looks  back  from  1985  in  FTE. 

Mr.  Porter.  What  is  wrong  with  looking  at  1980,  though,  and 
how  do  you  explain  the  discrepancy? 

Mr.  Feinstein.  We  have  looked  at  that  and  wondered  about  it. 
There  are  a  number  of  factors,  of  course,  that  go  into  productivities 
per  FTE.  One  thing  that  our  regional  people  tell  us,  and  also  the 
practitioners  before  the  agency,  is  that  the  nature  of  the  litigation 
has  increased  in  complexity  considerably  since  around  that  time. 
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We  have  had  bigger  cases,  multiregional  cases,  more  national- 
based  cases  as  the  field  has  progressed  through  the  1980s,  so  that 
part  of  what  we  are  also  looking  at  is  the  nature  of  the  cases  them- 
selves, not  just  the  number  of  cases.  And  that  is  one  factor  that  at 
least  the  regional  people  tell  us  has  been  a  considerable  deter- 
minant in  terms  of  the  productivity  figures. 

Mr.  Gould.  Congressman,  insofar  as  the  administrative  law 
judges  are  concerned,  we  are  advised  that  the  number  of  cases  that 
take  10  days  or  longer  has  increased  substantially.  I  can  provide 
you  with  precise  figures  on  this,  but  Chief  Judge  Davidson  has  ad- 
vised me  on  a  number  of  occasions  that  the  number  of  10-day  plus 
cases  has  increased  substantially. 

Mr.  Porter.  Why  don't  you  provide  that  for  the  record,  Mr. 
Gould,  to  back  up  what  Mr.  Feinstein  said? 

[The  information  follows:] 

Administrative  Law  Judge  Hearings  Lasting  10  Days  or  More 

The  following  table  shows  the  number  of  cases  in  which  decisions  were  issued  dur- 
ing the  last  five  fiscal  years  after  10  or  more  hearing  days,  the  average  number  of 
pages,  and  the  average  number  of  hearing  days  for  those  cases. 

Fiscal  year 
1990  1991  1992  1993  1994 

No  of  cases 17  21  18  19  24 

Avg.  pages  3,052  3,496  2,768  4,116  3,045 

Avg  days  17  21  18  19  18.3 

The  number  of  long  cases  significantly  increased  in  FY  1994  over  FY  1993  and 
the  preceding  years.  Indications  are  that  the  increase  will  continue  during  the  cur- 
rent fiscal  year.  Two  decisions  have  already  issued  in  which  the  hearings  averaged 
59  days  in  length  and  transcripts  were  in  excess  of  10,000  pages.  In  addition,  21 
cases  with  10  or  more  hearing  days  are  pending  decision,  including  four  in  which 
hearings  are  still  in  progress.  In  one  of  those  cases,  60  days  of  hearing  have  already 
been  completed  and  it  is  estimated  that  by  the  time  the  hearing  closes,  there  will 
be  a  total  of  120  hearings  days.  It  is  estimated  that  the  transcript  in  that  case  will 
exceed  20,000  pages.  In  another,  the  transcript  is  already  over  13,000  pages  with 
a  number  of  days  of  hearing  remaining.  In  addition,  there  are  18  cases  on  trial  dock- 
et which  are  estimated  to  take  10  days  or  more.  Furthermore,  there  is  a  significant 
backlog  of  cases  under  investigation  in  the  regions  that  have  not  yet  been  placed 
on  the  trial  calendar.  Based  on  past  history,  a  continuing  increase  in  lengthy  cases 
can  be  expected. 

INFORMATION  OFFICER  PROGRAM 

Mr.  Feinstein.  If  I  may  add  one  point  as  well.  1980  was  also 
around  the  time  that  the  agency  initiated  an  information  officer 
program  whereby  we  began  to  screen  out  cases. 

In  every  regional  office,  we  have  a  person,  an  officer  of  the  day, 
to  talk  with  people  and  try  to  resolve  cases  before  they  are  filed. 
What  that  has  resulted  in  is  that  the  cases  that  actually  do  get 
filed  are,  as  I  said,  more  complex  and  more  likely  to  involve  issues 
that  could  not  be  easily  resolved. 

So  one  of  the  things  that  happened  right  around  that  time  is  we 
initiated  a  very  successful,  I  should  say,  screening  program  which 
contributed  to  screening  out  some  of  the  easier  cases  that  would 
have  gotten  screened  out  and  shown  up  in  the  productivity  figures. 
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REQUEST  FOR  ADDITIONAL  FTE 

Mr.  Porter.  The  phenomenon  probably  follows  that  of  the  in- 
crease in  the  number  of  lawyers  in  our  society  per  capita.  I  am  one 
of  them  so  I  can  say  that. 

You  are  asking  for  62  new  FTEs,  and  the  President  is  bringing 
down  the  number  of  Federal  employees  by  252,000.  So  you  are 
swimming  against  the  tide  here. 

Have  you  asked  for  a  waiver  from  the  downsizing  provisions  and 
have  you  gotten  it? 

Mr.  Feinstein.  I  think  in  requesting  the  budget  that  the  Admin- 
istration has  submitted  here  that,  in  effect,  the  conclusion  has  been 
that  in  our  instance,  because  of  our  case  uptake  and  because  of  our 
very  concerted  efforts  to  streamline  and  improve  our  efficiency, 
that  there  is  an  understanding  on  the  part  of  the  Administration 
that  to  take  an  agency  like  ours,  that  has  a  60-year  history  of  get- 
ting the  job  done,  and  risking  putting  us  over  into  a  situation 
where  we  are  not  getting  the  job  done — and  I  do  not  want  to  cast 
aspersions  on  any  other  related  agencies,  but  as  you  well  know, 
there  are  other  agencies  in  related  fields  that  the  backlogs  have 
been  at  historic  highs  and  have  not  succeeded.  I  think  what  the 
Administration  has  recognized  in  its  budget  is  that  we  are  an  agen- 
cy that  works.  We  are  an  agency  that  has  gotten  the  job  done  and 
that  both  employers  and  employees  have  been  supportive  of  the 
work  of  the  agency. 

In  fact,  in  the  recent  Dunlop  Commission  hearings,  many  em- 
ployer witnesses  as  well  as  union  and  employee  witnesses  sup- 
ported the  model  of  the  NLRB  and  suggested  that  some  of  the 
other  agencies  like  EEOC  and  some  of  the  others  should  consider 
adopting  a  model  like  the  NLRB,  which  has  managed  to  get  the  job 
done  without  case  backlogs. 

The  concern  here  is  that  because  our  cases  are  going  up,  we  are 
at  least  in  the  early  stages  of  concern  that  the  backlog  will  inhibit 
our  ability  to  maintain  this  reputation;  that  the  Administration  in 
its  budget  submission  has  recognized  this  concern  and  wants  to 
help  assure  that  an  agency  that  has  worked  well  will  continue 
working  well. 

Mr.  Porter.  Mrs.  Lowey,  I  yield  to  you. 

MAJOR  LEAGUE  BASEBALL  STRIKE 

Mrs.  LOWEY.  Thank  you,  Mr.  Chairman. 

Mr.  Feinstein,  what  can  you  tell  us  of  the  jurisdiction  of  the 
Board  with  regard  to  the  baseball  strike? 

Mr.  Feinstein.  Well,  of  course  we  do  have  jurisdiction  in  the 
sense  that  the  employers  and  unions  and  employees  are  covered  by 
the  National  Labor  Relations  Act.  There  are  charges  pending  before 
the  Board  that  are  related  to  the  baseball  strike.  The  union  has 
filed  charges  with  us,  and  the  owners  have  also  filed  charges. 

Initially,  a  few  weeks  back,  we  were  able  to  informally  settle 
some  of  the  charges  that  were  filed  and  succeeded  in  coming  to  an 
agreement  with  the  owners  to  lift  the  salary  cap  that  they  had  im- 
posed in  December.  New  charges  have  been  filed  and  we  are  cur- 
rently investigating  those  charges. 
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Mrs.  Lowey.  How  many  of  the  Board's  personnel  have  been  in- 
volved in  this  issue  to  date? 

Mr.  Feinstein.  The  baseball  strike  specifically? 

Mrs.  Lowey.  Yes. 

Mr.  Feinstein.  Well,  of  course,  I  do  not  think  I  can  put  a  precise 
number  on  that.  Those  were  charges  that  were  filed  in  our  regional 
office,  in  Region  2,  in  New  York.  Region  2  has  had  several  inves- 
tigative staff  and  attorneys  working  on  it.  The  case  was  submitted 
to  Washington,  and  there  are  attorneys  in  our  Advice  Division  who 
are  looking  at  it  as  well.  So  I  would  say  somewhere  on  the  order 
of  6  to  12  staff  have  been  involved  in  the  case. 

Mrs.  Lowey.  We  wish  you  good  luck  and  success. 

Mr.  Feinstein.  Thank  you. 

SETTLEMENT  JUDGES 

Mrs.  Lowey.  In  another  area.  We  all  know  that  it  is  in  the  inter- 
est of  both  labor  and  management  to  come  to  appropriate  settle- 
ments as  efficiently  as  possible.  I  am  interested  in  the  initiative 
which  you  put  in  place  on  February  1.  As  you  mention  in  your  tes- 
timony, you  will  be  using  settlement  judges  to  process  your  cases. 

First,  could  you  explain  in  greater  detail  how  this  would  actually 
work?  You  estimate  that  the  experiment  will  reduce  the  time  it 
takes  to  process  unfair  labor  practices  by  as  much  as  six  months. 
Could  you  estimate  the  reductions  and  trial  expenses  this  change 
might  produce? 

Second,  as  I  read  your  justification,  you  mention  the  historical 
loss  of  30  percent  of  your  FTEs.  You  have  a  strategy  to  move  the 
operations  to  the  field  to  improve  efficiency.  So,  could  you  also  de- 
scribe for  the  committee  the  NLRB's  field  operation,  its  use  of  re- 
gional directors?  Is  it  not  true  that  more  than  90  percent  of  your 
cases  are  solved  in  the  region  closest  to  the  dispute  in  question? 
Can  you  discuss  the  whole  process  and  what  you  feel  it  has 
achieved  and  whether  it  is  actually  promoting  greater  efficiency? 

Mr.  Gould.  Let  me  try  to  respond  to  some  of  those  questions, 
Congress  woman,  because  some  of  those  initiatives  that  you  refer  to 
come  from  the  Board  side. 

We  devised  a  new  approach  to  the  handling  of  unfair  labor  prac- 
tices on  an  experimental  basis  commencing  February  1  of  this  year. 
And  what  we  have  done  is  to  provide  for  so-called  "settlement 
judges,"  particularly  until  these  kinds  of  complex  cases  that  I  spoke 
of  in  connection  with  the  Chairman  just  a  few  minutes  ago,  where 
we  anticipate  that  it  will  take  a  considerable  period  of  time.  The 
Chief  Administrative  Law  Judge,  indeed  even  prior  to  our  new 
rule,  has  tried  to  send  people  in  to  settle  these  cases. 

And  the  idea  here  is,  and  this  has  been  tried,  we  believe,  by  a 
few  other  Federal  agencies,  to  give  a  third  party  the  authority  to 
mediate  the  case  in  the  hope  that  we  will  reduce  the  cases  that  will 
go  otherwise  to  litigation.  This  settlement  judge  will  not  have  the 
authority  to  adjudicate.  And  the  theory  is  that  the  parties  will  be 
more  open  and  more  willing  to  make  concessions  to  such  a  third 
party  if  they  know  that  that  third  party  is  not  going  to  use  those 
concessions  against  them  in  the  context  of  litigation. 

So  that  is  the  driving  force  behind  the  settlement  judge  ap- 
proach. We  have  done  very  well  as  an  agency  in  terms  of  settling 
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cases  prior  to  and  at  the  time  that  the  General  Counsel  issues  a 
complaint.  We  have  done  less  well  further  on  in  the  process,  in 
terms  of  the  total  number  of  cases  that  are  settled. 

So  the  settlement  judge  concept  is  designed  to  accomplish  that 
objective,  to  settle  more  cases  once  the  ALJs  become  involved. 

Now,  we  have  also — I  think  your  question  refers  to  another  as- 
pect of  the  February  1  rule,  and  we  have  also  made  it  possible  for 
the  administrative  law  judges,  in  their  discretion,  to  rely  upon,  par- 
ticularly where  the  case  is  a  single  issue  case  or  a  factual  case,  oral 
summation  of  the  parties  and  to  issue  a  bench  decision  within  72 
hours  subsequent  to  the  close  of  the  hearing,  the  oral  summation, 
rather  than  briefs. 

Most  of  our  cases  will  continue  to  be  decided  on  the  basis  of 
briefs,  but  there  are  some  that  are  relatively  simple  factually  or 
some  that  are  basically  factual  as  opposed  to  law  where  we  believe, 
the  administrative  law  judge  may  believe  that  it  is  appropriate  to 
resolve  it  on  the  basis  of  oral  summation. 

We  have  noted  that  it  takes  four  to  five  months  when  cases  are 
briefed  before  us  and  the  period  of  time  subsequent  to  the  close  of 
the  hearing  to  the  time  that  the  administrative  law  judge  actually 
renders  a  decision.  So  we  believe  that  the  gains  that  we  can  make 
will  be  considerable  in  terms  of  saving  time  through  this  aspect  of 
the  new  February  1  rule. 

As  I  have  said,  it  is  an  experimental  rule  and  we  will  take  a  look 
at  the  end  of  the  year  to  see  how  it  is  operating  and  whether  we 
should  continue  it  in  1996. 

I  think  some  of  your  other  questions  would  be  more  appropriately 
answered  by  the  General  Counsel  insofar  as  they  relate  to  the  ac- 
tual operation  of  the  field  regional  offices.  As  you  note,  we  have  put 
greater  emphasis  upon  putting  people  in  the  field  because  this  is 
where  the  backlog  problem  that  we  have  noted  resides,  where  we 
are  concerned  that  it  may  get  out  of  hand. 

As  you  know,  The  New  York  Times,  for  instance,  has  written  a 
number  of  articles  about  other  agencies  recently  that  have  an  enor- 
mous backlog  problem  and  the  difficulties  in  having  any  kind  of 
credibility  with  the  public  under  those  circumstances. 

Mr.  Porter.  Mrs.  Lowey,  I  am  sorry  the  time  is  up.  The  gen- 
tleman has  used  up  your  time. 

Mrs.  Lowey.  That  is  fine. 

Mr.  Porter.  Mr.  Bonilla. 

REGIONAL  BREAKDOWN  OF  CASES 

Mr.  Bonilla.  Thank  you,  Mr.  Chairman. 

Chairman  Gould,  good  morning.  I  just  have  a  couple  of  questions. 

First  of  all,  in  listening  to  you  and  in  reading  your  testimony  it 
occurred  to  me  that,  coming  from  a  right-to-work  State,  that — and 
perhaps  my  perception  is  wrong,  I  just  want  to  hear  what  you  have 
to  say  about  it — that  most  of  the  cases  that  you  deal  with  come 
from  the  Midwest,  mid-Atlantic,  New  England  States.  Or  do  you 
have  an  equal  number  that  come  from  the  Southwest,  the  South 
and  the  western  States  where  you  have  a  tendency  to  have  more 
right-to-work  States? 

What  is  the  breakdown  in  percentage  between  the  regions  of  the 
country  of  cases  that  you  mediate? 
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Mr.  Gould.  I  don't  have  the  answer  to  your  question,  Congress- 
man, and  I  will  be  glad  to  attempt  to — well,  we  will  provide  that 
answer. 

My  sense  would  be  that  some  of  the  southern  States  perhaps 
would  not  have  as  many  cases  before  us  as  States  from  other  parts 
of  the  union  because  of  the  low  rate  of  unionization  in  some  of 
those  States  and  the  relatively  small  amount  of  union  organiza- 
tional activity. 

But  we  can  provide  you  with  precise  data  on  that,  Congressman. 
I  do  not  have  it  here. 

[The  information  follows:] 
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NLRB  CASE  INTAKE 
BY  REGION,  FY  1994 

(Preliminary  as  of  2/28/95) 


Unfair  Labor  Practice 

Representation 

Total 

Cases 

Cases 

Cases 

# 

%  of  Total 

# 

%  of  Total 

# 

%  of  Total 

Region  1  -  Boston 

1,530 

4.4% 

214 

3.5% 

1,744 

4.3% 

Region  2  -  New  York 

1,482 

4.3% 

184 

3.0% 

1,666 

4.1% 

Region  3  -  Buffalo 

1,007 

2.9% 

193 

3.2% 

1,200 

2.9% 

Region  4  -  Philadelphia 

1,469 

4.2% 

311 

5.1% 

1,780 

4.4% 

Region  5  -  Baltimore 

1,024 

2.9% 

179 

2.9% 

1,203 

2.9% 

Region  6  -  Pittsburgh 

1,189 

3.4% 

207 

3.4% 

1,396 

3.4% 

Region  7  -  Detroit 

1,995 

5.7% 

379 

6.2% 

2,374 

5.8% 

Region  8  -  Cleveland 

1,194 

3.4% 

224 

3.7% 

1,418 

3.5% 

Region  9  -  Cincinnati 

1,646 

4.7% 

220 

3.6% 

1,866 

4.6% 

Region  10- Atlanta 

1,195 

3.4% 

168 

2.8% 

1,363 

3.3% 

Region  1 1  -  Winston-Salem 

743 

2.1% 

106 

1 .7% 

849 

2.1% 

Region  12  -  Tampa 

1,067 

3.1% 

136 

2.2% 

1,203 

2.9% 

Region  13  -  Chicago 

1,299 

3.7% 

301 

5.0% 

1,600 

3.9% 

Region  14  -  St.  Louis 

764 

2.2% 

180 

3.0% 

944 

2.3% 

Region  15  -  New  Orleans 

634 

1.8% 

77 

1 .3% 

711 

1 .7% 

Region  16-  Ft.  Worth 

1,063 

3.1% 

112 

1.8% 

1,175 

2.9% 

Region  17  -  Kansas  City 

870 

2.5% 

210 

3.5% 

1,080 

2.6% 

Region  18  -  Minneapolis 

638 

1.8% 

227 

3.7% 

865 

2.1% 

Region  19 -Seattle 

854 

2.5% 

256 

4.2% 

1,110 

2.7% 

Subregion  36  -  Portland 

569 

1.6% 

112 

1 .8% 

681 

1 .7% 

Region  20  -  San  Francisco 

1,091 

3.1% 

128 

2.1% 

1,219 

3.0% 

Subregion  37  -  Honolulu 

676 

1.9% 

56 

0.9% 

732 

1.8% 

Region  21  -  Los  Angeles 

842 

2.4% 

194 

3.2% 

1,036 

2.5% 

Region  22  -  Newark 

1,076 

3.1% 

214 

3.5% 

1,290 

3.2% 

Region  24  -  Hato  Rey 

263 

0.8% 

89 

1.5% 

352 

0.9% 

Region  25  -  Indianapolis 

1,073 

3.1% 

147 

2.4% 

1,220 

3.0% 

Region  26  -  Memphis 

767 

2.2% 

113 

1 .9% 

880 

2.2% 

Region  27  -  Denver 

857 

2.5% 

109 

1 .8% 

966 

2.4% 

Region  28  -  Phoenix 

856 

2.5% 

112 

1.8% 

968 

2.4% 

Region  29  -  Brooklyn 

1,395 

4.0% 

190 

3.1% 

1,585 

3.9% 

Region  30  -  Milwaukee 

522 

1.5% 

164 

2.7% 

686 

1 .7% 

Region  31  -  Los  Angeles 

933 

2.7% 

159 

2.6% 

1,092 

2.7% 

Region  32  -  Oakland 

1,018 

2.9% 

210 

3.5% 

1,228 

3.0% 

Region  33  -  Peoria 

640 

1.8% 

98 

1 .6% 

738 

1.8% 

Region  34  -  Hartford 

541 

1.6% 

100 

1 .6% 

641 

1.6% 

TOTAL 


34,782 


6,079 


40,861 
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Mr.  Bonilla.  Just  growing  up  in  Texas,  it  was  not  commonly 
heard  of  or  that  the  NLRB  was  involved  in  any  kind  of  dispute  or 
mediation  at  least  in  my  part  of  the  State  or  frankly  in  the  region. 
So  I  just  wonder  whether  this  is  concentrated  primarily  in  just  cer- 
tain parts  of  the  country. 

Mr.  Gould.  Well,  of  course  we  do  have  some  regional  offices  in 
your  State  of  Texas,  and  a  number  of  our  cases  do  come  from 
Texas,  Congressman.  But,  again,  we  can  provide  you,  I  believe, 
with  precise  data  on  this  subsequent  to  this  hearing. 

Mr.  Feinstein.  Congressman,  if  I  might  just  add? 

Mr.  Bonilla.  Sure. 

Mr.  Feinstein.  As  we  said  earlier,  the  number  of  case  filings  de- 
termine our  work  load — we  have  nothing  to  do  with  determining  it. 
People  come  to  us  with  their  concerns  or  with  their  disputes.  And 
it  is  true  that  in  areas  with  lower  rates  of  unionization  we  have 
fewer  cases,  but  we  do  have  offices  in  Texas.  We  have  a  resident 
office  in  San  Antonio,  and  when  needed,  they  are  ready  to  serve 
people  who  have  complaints  to  bring  before  the  agency. 

Mr.  Bonilla.  Thank  you.  I  have  nothing  else.  Thank  you,  Chair- 
man. 

Mr.  Porter.  Thank  you,  Mr.  Bonilla. 

Mr.  Miller. 

IMPACT  OF  TEN  PERCENT  BUDGET  CUT 

Mr.  MILLER.  My  question  might  be  similar.  I  am  from  Florida 
and  I  am  not  familiar  with  NLRB  that  much,  since  this  is  my  first 
time  on  this  committee.  I  have  been  reading  about  them,  but  I  did 
not  realize  it  cost  $181  million.  My  gosh,  that  is  a  lot  of  money, 
$181  million. 

As  we  are  trying  to  balance  the  budget,  numbers  just  keep  going 
up  and  up.  And  contrary  to  what  the  rest  of  the  Administration  is 
trying  to  do  with  cutting  staff,  you  want  to  increase  staff.  What 
would  happen  if  all  of  a  sudden  Congress  cut  your  budget  10  per- 
cent instead  of  increasing  it?  What  would  happen?  I  don't  know, 
since  I  am  not  a  lawyer  I  don't  understand  the  legal  side  of  it. 

Mr.  Gould.  Well,  I  think  that  we  earlier  noted  that  the  principal 
reason  we  are  requesting  additional  staff  is  the  problem  of  the 
backlog  in  the  field.  The  primary  concern  that  we  have  is  that  if 
we  are  not  able  to  discharge  our  statutory  mission,  and  we  have 
been  able  to  function  fairly  well  in  the  past,  I  think  as  the  General 
Counsel  has  said,  the  agency  has  been  something  of  a  model  for 
other  agencies,  we  will  lose  our  credibility  with  the  public  that  we 
serve. 

The  disputes  that  would  otherwise  be  resolved  will  not  be  re- 
solved at  all  or  will  be  resolved  through  greater  resort  to  self-help, 
through  industrial  warfare,  through  strikes,  other  forms  of  activity 
which  our  basic  purpose  is  to  discourage  by  promoting  industrial 
peace  between  the  parties. 

Mr.  Feinstein.  I  might  add  to  that,  one  of  the  statistics  that  the 
agency  is  proudest  of  is  that  we  have  a  time  target  for  every  charge 
that  is  brought  to  the  agency  that  we  complete  that  investigation 
in  most  instances  within  30  days  of  receiving  it  and  make  a  final 
determination  within  45  days. 
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What  that  means  is  when  there  is  a  dispute  in  the  workplace, 
about  unionization,  about  collective  bargaining,  about  whether 
workers  want  to  be  represented  by  a  union  or  not,  we  get  them  an 
answer.  We  get  them  a  disposition  quickly.  What  happens,  if  we  do 
not  have  adequate  funding,  it  takes  us  far  longer  to  reach  that  re- 
sult. 

The  main  result  of  a  cut  like  you  have  suggested  is  employers, 
employees,  unions  would  have  to  wait  longer  to  get  their  disputes 
resolved.  And  the  concern,  of  course,  is  that  that  makes  the  work- 
place less  productive  as  these  kinds  of  disputes  linger  in  the  work- 
place, as  they  continue  to  be  unresolved  it  has  implications  for  pro- 
ductivity and  for  healthy  working  relationships. 

I  am  afraid  that  the  principal  result  of  our  inability  to  get  the 
job  done  would  be  felt  by  employers  and  employees  who  would,  in- 
stead of  getting  their  answer  from  our  agency  within  30  days, 
would  simply  have  to  wait  longer.  That  is  the  gist  of  what  the 
threat  of  the  backlog  is. 

nlrb's  mission 

Mr.  MILLER.  Again,  I  am  not  a  lawyer  and  I  certainly  do  not 
know  labor  law  like  you  all,  but  is  there  anything  about  the  statu- 
tory mission  you  talked  about  that  needs  to  be  revisited?  I  think 
sometimes  the  Federal  Court  system — in  general,  going  to  these 
Federal  courthouses  around  the  United  States,  I  wonder  why  we 
are  starting  to  federalize  so  many  crimes.  Do  we  need  to  go  back 
to  the  basic  mission  of  why  these  things  are  coming  into  the 
NLRB?  It  keeps  growing,  but  if  it  is  an  unionization  issue,  isn't  the 
level  of  unionization  leveling  off  in  this  country  or  on  the  decline? 
Why  does  NLRB  keep  getting  bigger  and  bigger?  This  is  the  same 
question  that  I  would  ask  if  the  Federal  court  system  were  here, 
but  they  are  not. 

Mr.  Gould.  There  are  two  points  that  should  be  made,  Congress- 
man. One  is  that  matters  come  before  us  that  do  not  involve  simply 
unionization.  If  employees  get  together  and  protest  about  working 
conditions,  that  kind  of  dispute  can  come  before  us. 

But  the  other  point  I  would  like  to  make,  Congressman,  is  that 
we  have  tried  to  move  forward  with  a  number  of  initiatives,  and 
I  described  one  of  them  in  response  to  the  Congresswoman's  ques- 
tion, which  are  designed  to  resolve  more  cases  through  the  parties 
themselves  peaceably,  without  resorting  to  wasteful  and  sometimes 
acrimonious  litigation. 

We  want  to  see  more  cases  resolved  rather  than  through  litiga- 
tion before  the  administrative  law  judges.  That  is  why  we  have,  for 
instance,  taken  this  initiative  in  the  area  of  settlement  judges  be- 
cause we  want  to  encourage  the  use  of  our  processes  in  a  way 
which  will  require  and  induce  the  parties  to  rely  upon  their  own 
resources  in  solving  their  own  problems. 

So  we  want  to  the  extent  that  we  can,  within  the  parameters  of 
the  statute,  to  encourage  less  government,  less  regulation,  and 
more  promotion  of  autonomy  for  the  parties. 

The  Dunlop  Commission  has  issued  a  number  of  recommenda- 
tions with  regard  to  the  revision  of  labor  law  and  it  may  be  that 
the  Congress  will  see  fit  to  revisit  aspects  of  that  in  the  future. 
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Mr.  Miller.  Similar  to  Mr.  Porter's  comment,  there  appears  to 
be  a  direct  correlation  to  the  number  of  lawyers  in  the  country  and 
the  usage  of  the  NLRB  or  the  court  system,  too.  And  I  am  not  a 
lawyer. 

Mr.  Feinstein.  If  I  can  add  to  the  Chairman's  response,  too.  The 
NLRB  is  not  an  agency  that  has  grown.  It  actually  has  shrunk.  We 
have  lost  about  one-third  of  staffing  since  1980.  Generally  speak- 
ing, the  staffing  and  the  funding  of  the  agency  again  has  been  a 
reflection  of  the  cases  that  are  brought  before  it. 

SETTLEMENT  RATE 

I  should  also  add  that  another  statistic  that  the  agency  is  very 
proud  of  is  our  settlement  rate.  We  settle  more  than  90  percent  of 
our  cases  and  we  settle  them  in  a  very  short  amount  of  time.  If  we 
were  not  there,  or  if  there  was  a  reduction  in  adequate  resources, 
part  of  what  we  would  not  be  able  to  do  is  settle  the  cases.  Obvi- 
ously, that  is  a  labor-intensive  process,  the  settlement  process. 

So  that  in  this  instance,  too,  I  think  that  what  you  might  see 
with  a  reduction  or  decreasing  our  presence  is  an  increase  of  con- 
flict and  an  increase  in  our  inability  to  resolve  these  kinds  of  dis- 
putes, which  can  hinder  the  workplace  and  interstate  commerce  in 
general. 

Mr.  Porter.  Thank  you,  Mr.  Miller.  Because  our  time  is  so  late, 
owing  to  the  votes  that  we  have  had,  we  are  going  to  ask  the  re- 
mainder of  the  questions  to  be  submitted  for  the  record  and  ask 
you  to  answer  them  for  the  record,  and  we  thank  you,  Mr.  Gould 
and  Mr.  Feinstein  and  Mr.  Darden  for  appearing  before  the  com- 
mittee. 

Mr.  Gould.  Thank  you,  Mr.  Chairman. 

Mr.  Darden.  Thank  you,  Mr.  Chairman. 

Mr.  Feinstein.  Thank  you,  Mr.  Chairman. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 


PERSONNEL  COMPENSATION 

Mr.  Porter:  Mr.  Gould,  the  NLRB  budget  requests  about  a  $5  million 
increase.  Of  that,  $4  million  is  related  to  personnel  compensation.  Would  you 
please  describe  why  the  $4  million  is  requested? 

Mr.  Gould:  Personnel  compensation  and  benefits  constitute  approximately 
78  percent  of  the  NLRB's  operating  costs.  The  net  $4  million  increase 
requested  for  personnel  compensation  is  for  an  addition  of  62  FTE, 
implementation  of  a  2.4  percent  Federal  pay  increase  in  January,  1996,  and 
annualization  of  the  FY  1995  Federal  pay  increase. 


FURNITURE  AND  EQUIPMENT 

Mr.  Porter:  The  NLRB  budget  for  furniture  and  equipment  more  than 
doubles  from  $1.3  million  to  $3  million.  Why  is  this  increase  necessary? 

Mr.  Feinstein:  In  FY  1996,  as  with  years  prior  to  FY  1995,  most  of  the 
funds  requested  for  furniture  and  equipment  will  go  toward  acquisition  of 
computer  hardware  and  software  for  our  automation  initiative.  Funds  requested 
for  FY  1996  are  to  continue  development  of  our  Case  Activity  Tracking  System, 
complete  networking  our  resident  and  subregional  offices,  and  replace  outdated 
hardware  and  software. 


PROJECTED  CASE  INTAKE 

Mr.  Porter:  Mr.  Gould,  the  Board  projects  an  increase  of  4.8  percent  in 
case  intake  in  1996  for  a  total  of  44,753  cases.  How  do  you  derive  this 
estimate? 

Mr.  Gould:  Since  all  of  our  cases  originate  in  the  field,  we  ask  our 
regional  offices  each  year  to  estimate  their  case  intake  for  the  rest  of  the  current 
year,  the  following  year,  and  the  budget  year,  which  in  this  case  was  1996.  They 
take  into  consideration  such  factors  as  historical  trends,  shifts  in  demographics 
and  economics,  and  union  organizing. 


Mr.  Porter:  Each  year  the  budget  justification  contains  a  prediction  for 
caseload  intake.  Please  provide  a  chart  for  the  record  showing  the  Board's 
prediction  and  actual  caseload  intake  over  the  past  five  years.  In  general,  have 
these  estimates  been  accurate? 

Mr.  Gould:  The  information  you  have  requested  is  as  follows: 


ULP  Case 

Representation 

Total  Case 

Intake 

Case  Intake 

Intake 

FY  1990 

Estimated  in  1990  Budget 

33,000 

8,400 

41,400 

Estimated  in  1991  Budget 

31,957 

8,876 

40,833 

Actual 

33,833 

7,674 

41,507 

FY  1991 

Estimated  in  1991  Budget 

32,596 

9,231 

41,827 

Estimated  in  1992  Budget 

34,578 

8,009 

42,587 

Actual 

32,271 

6,652 

38,923 

FY  1992 

Estimated  in  1992  Budget 

35,270 

8,089 

43,359 

Estimated  in  1993  Budget 

32,780 

7,266 

40,046 

Actual 

32,442 

6,501 

38,943 

FY  1993 

Estimated  in  1993  Budget 

33,763 

7,484 

41,247 

Estimated  in  1994  Budget 

33,317 

6,672 

39,989 

Actual 

33,744 

6,578 

40,322 

FY  1994 

Estimated  in  1994  Budget 

33,983 

6,779 

40,762 

Estimated  in  1995  Budget 

34,556 

7,446 

42,002 

Actual 

34,782 

6,079 

40,861 

Intake  estimates  have  been  generally  accurate.  The  estimates  made  for 
Fiscal  Years  1990,  1993,  and  1994  ranged  from  within  0.2  to  2.8  percent  of  the 
actual  case  intake. 


PERFORMANCE  MEASUREMENTS  AND  STANDARDS 

Mr.  Porter:  The  Board  employs  a  system  of  performance  measurements 
and  standards  to  monitor  its  efficiency  and  effectiveness.  Please  bring  us  up  to 
date  generally  on  the  status  of  these  measures.  How  is  the  Board  doing? 

Mr.  Gould:  As  set  forth  in  our  Justification  of  Appropriations  Estimate, 
since  1960  the  NLRB  has  used  a  series  of  specific  performance  measures  to 
evaluate  the  efficiency  of  each  stage  of  casehandling.  The  measures  are 
essentially  based  on  delivery  time  of  our  services  to  the  public.  For  example,  we 
expect  the  field  offices  to  make  a  determination  regarding  the  merits  of  a  charge 
within  30  days  of  the  filing  of  the  charge.  Further,  we  expect  that  the  regional 
determination  will  be  implemented  within  45  days  of  the  filing  of  a  charge,  either 
through  withdrawal  or  dismissal  of  a  charge  that  lacks  merit,  or  through 
settlement  or  issuance  of  a  complaint. 

A  key  part  of  the  NLRB's  reinvention  program  has  been  to  identify 
outcomes  at  the  core  of  the  NLRB's  mission  and  to  develop  operational  priorities 
that  promote  those  outcomes.  A  thorough  review  of  all  NLRB  performance 
objectives  and  measures  is  currently  underway,  in  an  effort  to  improve  our 
assessment  of  our  effectiveness. 

As  our  Justification  indicated,  we  are  now  experiencing  a  disturbing 
growth  in  backlogs  in  our  Regional  Offices,  resulting  from  insufficient  staffing 
resources.  Our  FTE  has  declined  from  about  3,000  to  just  over  2,000  between 
1980  and  now,  and  our  case  intake  per  FTE  has  grown  by  about  26  percent 
since  1985. 

One  change  that  we  have  made  in  performance  measurements,  affecting 
our  representation  case  processing,  is  to  place  less  reliance  on  median  times  to 
process  cases  at  various  stages  and  to  make  what  previously  had  been  an 
acceptable  median  time  the  goal  of  all  cases. 


NATIONAL  PERFORMANCE  REVIEW  (NPR) 

Mr.  Porter:  How  has  the  Board  responded  to  the  National  Performance. 
Review?  What  steps  have  you  taken  to  improve  performance? 

Mr.  Feinstein:  The  Agency  is  committed  to  applying  NPR  principles  so 
that  customers  will  be  first,  red  tape  will  be  cut  and  employees  will  be 
empowered.  Streamlining  measures  have  already  been  implemented,  including 
elimination  of  unnecessary  reporting,  clearances  and  other  paperwork,  and 
delegation  of  increased  case  handling  authority  to  field  office  managers.  The 
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Agency  has  established  a  Partnership  Council  with  its  internal  labor 
organizations  as  required  by  the  NPR.  Under  the  auspices  of  the  Council,  the 
NLRB  has  carried  out  a  buyout  program,  conducted  a  customer  survey,  issued 
customer  service  standards,  and  is  now  conducting  an  early  out  program.  The 
Division  of  Operations-Management,  which  oversees  the  Agency's  33  regional 
offices,  has  reduced  its  internal  organization  from  five  administrative  districts  to 
four,  thereby  eliminating  one  SES  position  and  supporting  positions;  this  follows 
a  reduction  from  six  districts  to  five  in  1990. 

An  important  part  of  NPR  involves  the  development  and  improvement  of 
Agency  performance  measures  to  enable  us  to  assess  our  effectiveness  in 
achieving  our  mission,  and  the  outcomes  that  flow  from  our  efforts.  Under  the 
aegis  of  the  Agency  Partnership  Council,  an  Agency-wide  Performance 
Measurement  Committee  is  active  in  ensuring  the  Agency's  compliance  with  the 
Government  Performance  and  Results  Act  (GPRA)  and  in  guiding  the  Agency's 
development  of  a  strategic  plan  and  outcome  based  measurements.  The 
performance  measures  which  result  from  this  effort  should  enable  us  to  direct 
our  resources  to  achieving  the  outcomes  which  meet  the  needs  of  the  public, 
and  which  in  turn  fulfill  the  Agency's  reason  for  existence. 


INCREASE  IN  FTE 

Mr.  Porter:  Is  this  increase  in  FTE  projected  to  be  a  one-time 
phenomenon,  or  do  you  expect  to  continue  adding  FTEs  in  future  years? 

Mr.  Feinstein:  The  NLRB's  FTE  requirements  are  fundamentally  driven 
by  case  intake  and  predicted  dispositions,  over  which  we  have  no  control.  While 
our  automation  initiative  and  streamlining  efforts  will  increase  our  productivity  -  a 
three  percent  increase  is  assumed  in  our  FY  1996  request  -  the  future  FTE 
requirements  will  still  greatly  depend  on  the  number  of  cases  filed  in  our  regional 
offices.  However,  in  the  event  that  case  intake  stabilizes,  we  would  not 
anticipate  needing  additional  FTE. 


BOARD  FIELD  OFFICES 

Mr.  Porter:  The  number  of  Board  field  offices  has  remained  roughly 
unchanged  for  some  time.  Other  than  redrawing  the  boundaries  for  existing 
offices  in  1988,  has  the  Board  undertaken  any  substantial  restructuring  of  its 
field  operation  in  the  last  15  years? 

Mr.  Feinstein:  Other  than  the  conversion  of  the  Houston  Regional  Office 
to  a  Resident  Office;  thereby  eliminating,  among  other  positions,  one  SES 
position  and  one  GM  15  position,  the  Agency  has  not  examined  its  Regional 
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Office  structure  for  several  years.  However,  in  keeping  with  streamlining  and 
down-sizing  we  have  begun  the  process  of  examining  our  Regional  and 
Washington  structure  to  determine  what  changes  should  be  made. 

In  keeping  with  this  inquiry  we  have  already  studied  other  aspects  of  our 
regional  office  operations  and  have  begun  an  experiment  with  Resident  Agents 
who  operate  in  concentrated  areas  of  case  filings  distant  from  regional  and 
resident  offices.  This  has  eliminated  some  travel  and  has  permitted  more 
prompt  disposition  of  cases.  We  are  also  embarked  on  a  study  of  the  field  to 
determine  how,  in  existing  offices,  the  supervisory  structure  can  be  reduced  to 
speed  up  case  processing  and  empower  employees  by  reducing  layers  of 
supervision. 

Historically,  the  Agency's  effectiveness  has  been  premised  on  its  ability  to 
resolve  disputes  promptly;  this,  in  turn,  has  been  largely  due  to  its  ability  to 
quickly  place  agents  at  the  site  of  a  labor  dispute.  This  ability  is  due  in  large 
part  to  the  Board's  relatively  decentralized  regional  structure,  which  presently 
consists  of  33  regional  offices  and  17  satellite  offices.  As  the  availability  of 
communication  technology  improves,  it  may  be  possible  to  further  decentralize 
our  field  structure  by  having  relatively  fewer  regional  offices  -  and  thereby  less 
managerial  overhead  -  and  more  satellite  offices. 


Mr.  Porter:  Should  the  Board  consider  a  realigning  of  field  office  structure 
given  substantial  funding  constraints? 

Mr.  Feinstein:  As  noted  in  answering  the  previous  question,  we  are  in  the 
process  of  examining  the  structure  of  our  offices  in  Washington  and  in  the  field 
to  determine  how  they  can  operate  more  efficiently  and  effectively.  We  are 
committed  to  reducing  any  unnecessary  layering  of  supervision. 


AUTOMATION  INITIATIVE 

Mr.  Porter:  What  is  the  status  of  the  Board's  automation  initiative? 

Mr.  Feinstein:  The  initiative  consists  of  several  major  components; 
(1)  making  industry-standard  hardware  and  software  available  to  every  Board 
employee;  (2)  developing  a  case  tracking  system  that  permits  ready  access  to 
the  current  status  and  history  of  every  case  filed  with  the  Agency  and  the  prompt 
creation  of  reports  for  management  purposes;  and  (3)  the  easy  availability  of 
research  tools  to  the  Agency's  professional  case  handlers.  The  first  of  these  is 
virtually  complete.  The  requirements  analysis  for  the  second  and  third 
components  are  nearing  completion.  It  is  during  this  phase  that  the  requirements 
of  the  project  are  determined  and  documented.  Both  functional  requirements 
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describing  what  automation  should  do,  and  technical  requirements  concerning 
how  it  should  be  achieved,  have  been  addressed.  Agency  staff  identified 
priorities.  Imlementation  planning  for  those  areas  identified  as  high  priority 
requirements  has  begun.  Currently,  technical  staff  are  investigating  strategies 
and  alternatives  for  implementation.  Development  is  planned  to  begin  in  1995. 
Development  will  include  analysis,  design,  programming,  testing,  training  and 
installation.  Assuming  adequate  funding,  achievement  of  these  goals  will  be 
accomplished  in  Calendar  Year  1997. 

In  the  interim,  transitional  strategies  are  being  designed  and 
implemented.  Preliminary  development  efforts  have  already  resulted  in  a  more 
effective  use  of  automation.  An  example  of  this  is  improved  and  wider  access  by 
legal  staff  to  external  research  resources  such  as  WESTLAW  and  Bankruptcy 
Court  data  bases  and  pilot  projects  for  automated  access  to  internal  legal 
research  materials. 


SITUATIONS  PENDING 

Mr.  Dickey:  Mr.  Feinstein,  you  reported  that  there  were  4,518  situations 
pending  investigation,  a  26  percent  increase  from  December,  1993.  What 
caused  this  backlog,  and  how  do  we  remedy  this  problem  without  using  the 
typical  answer  of  throwing  more  money  at  the  problem? 

Mr.  Feinstein:  The  increase  in  the  backlog  of  situations  pending 
investigation  has  been  caused  by  the  inability  of  current  staff  to  process  the 
intake  of  new  cases  through  to  determination  in  a  timely  manner.  The  rate  of 
increase  can  be  reduced  and  the  backlog  eliminated  if  more  personnel 
resources  are  made  available  for  case  investigation  (through  an  increase  in 
staff),  if  the  productivity  of  current  staff  is  improved,  and/or  if  the  intake  of  cases 
decreases. 

Field  investigative  workload  is  directly  related  to  case  intake  over  which 
the  Agency  has  no  control.  Although  we  have  a  very  effective  Public  Information 
Program  that  prevents  the  filing  of  many  clearly  nonmeritorious  charges,  the 
National  Labor  Relations  Act  provides  that  any  party  may  file  a  charge  and 
initiate  an  investigation.  On  the  basis  of  intake  trends  over  the  last  several 
years  and  the  projections  of  our  field  managers,  it  is  anticipated  that  intake  will 
increase  during  the  remainder  of  Fiscal  Year  1995  and  continue  in  Fiscal  Year 
1996.    Accordingly,  backlog  reduction  will  not  be  aided  by  reduced  intake. 

If  additional  staff  is  not  available  to  process  the  backlogged  cases  due  to 
a  lack  of  additional  budget  resources,  it  may  be  possible  to  avoid  a  further 
increase  in  and  begin  the  elimination  of  the  backlog  by  increasing  the  efficiency 
with  which  current  staff  investigate  cases  under  established  protocols  or  change 
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the  protocols  themselves.  Some  changes  in  case  processing  have  already  been 
made  such  as  the  greater  use  of  telephone  affidavits.  Additional  improvements 
are  being  explored.  For  example,  a  work  group  consisting  of  regional  managers 
is  developing  an  approach  to  case  management  and  prioritization  which 
differentiates  among  cases  based  on  the  scope  of  their  impact  upon  the  public. 
It  is  not  anticipated,  however,  that  further  changes  will  be  sufficient  to  reduce  the 
investigative  backlog  without  an  intolerable  decline  in  the  quality  and 
effectiveness  of  our  investigative  and  prosecutorial  efforts. 


RULEMAKING 

Mr.  Istook:     I  am  advised  that  the  NLRB  is  making  increased  use  of 
"rulemaking"  to  pursue  labor  law  reform  initiatives,  bypassing  the  legislative 
branch  in  your  attempt  to  achieve  such  objectives.  Please  explain  how  NLRB's 
rulemaking  viewpoint  has  changed  since  1992. 

Mr.  Gould:  The  Board  is  not  using  rulemaking  so  as  to  pursue  labor  law 
reform  initiatives  and  to  bypass  the  legislative  branch.  Nor  has  the  Board's 
position  on  rulemaking  changed  since  1992. 

As  you  may  know,  the  Board  utilized  rulemaking  in  the  acute  health  care 
industry  and  this  approach  has  been  authorized  by  a  unanimous  United  States 
Supreme  Court  in  American  Hospital  Association  v.  NLRB,  111  S.  Ct.  1539,  in 
1991.  The  Board  issued  a  rule  effective  February  1,  1995,  which  will  promote 
settlements  in  lieu  of  wasteful  and  sometimes  acrimonious  litigation  through  the 
use  of  so-called  "settlement  judges"  who  will  have  the  authority  to  mediate 
disputes  without  the  authority  to  adjudicate.  The  theory  here  is  that  parties  will 
be  more  willing  to  modify  their  positions  and  to  make  concessions  where,  as 
provided  by  the  rule,  their  positions  will  remain  confidential  in  any  future 
adjudication  before  a  different  administrative  law  judge  that  might  take  place.  In 
a  similar  vein,  the  February  1  rule  authorizes  administrative  law  judges  to 
dispense  with  briefs  under  appropriate  circumstances  and  to  issue  so-called 
bench  decisions  within  72  hours  of  the  conclusion  of  the  hearing.  Here,  the 
attempt  is  to  diminish  the  delay  which  is  inherent  in  what  is  otherwise  a  fairly 
lengthy  administrative  process  -  delay  which  has  prompted  some  of  the  circuit 
courts  of  appeals  to  criticize  the  Board  in  the  past.  We  estimate  that  between  4- 
5  months,  at  a  minimum,  can  be  cut  off  the  period  of  time  that  it  takes  to  litigate  a 
case  through  the  use  of  such  discretionary  authority  in  the  event  that  litigation 
proves  necessary. 

The  Board  has  also  issued  a  notification  of  intent  to  engage  in  rulemaking 
in  connection  with  disputes  arising  out  of  the  question  of  whether  an  appropriate 
unit  should  consist  of  a  single  facility  or  multiple  facilities  of  an  employer.  Here, 
the  Board  has  created  presumptions  through  the  adjudication  process  for  more 
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than  30  years.  Notwithstanding  the  existence  of  clear  precedent,  the  amount  of 
litigation  on  this  issue  has  not  diminished  and  may  have  actually  increased. 
Accordingly,  again,  in  order  to  diminish  the  potential  for  wasteful  litigation,  the 
Board  has  proposed  and  is  in  the  process  of  considering  relatively  simple  and 
mechanical  rules  through  which  the  parties  can  be  put  on  notice  as  to  what  their 
rights  and  obligations  are  and  thus  have  less  of  an  incentive  to  resort  to  litigation 
on  the  unit  issue. 

The  Board  is  meeting  with  its  labor  and  management  Advisory  Panels 
created  on  April  11,  1994,  toward  the  end  of  this  month  to  consider  the  question 
of  whether  reforms  should  be  undertaken  in  other  aspects  of  the  representation 
petition  process  and  whether  rulemaking  should  be  utilized  in  such  other  areas. 


FILING  OF  SECTION  10(j)  INJUNCTIONS 

Mr.  Istook:  How  many  Section  10(j)  injunction  requests  has  the  General 
Counsel  of  the  NLRB  filed  in  the  past  12  months  in  Federal  District  Courts? 

Mr.  Feinstein:  To  fully  respond  to  questions  regarding  Section  10(j) 
injunctions,  I  should  describe  at  the  outset  the  process  by  which  the  Board 
comes  to  file  a  petition  for  Section  10(j)  relief  in  district  court  so  that  the  relevant 
statistical  terms  are  defined.  Any  party  that  has  filed  an  unfair  labor  practice 
charge  with  the  Board  may  request  Section  1 0(j)  relief  or  an  NLRB  Regional 
Director,  sua  sponte,  may  determine  that  such  relief  may  be  warranted.  In  each 
such  case,  the  regional  office  investigates  the  warrant  for  Section  10(j)  relief  and 
submits  a  recommendation  to  the  Injunction  Litigation  Branch,  Division  of  Advice 
in  the  Office  of  the  General  Counsel.  These  submissions  are  identified  in  the 
Board's  case  processing  statistics  as  "total  Section  10(j)  requests". 

If  the  General  Counsel  concludes  that  Section  10(j)  relief  is  warranted,  he 
requests  that  the  Board  authorize  the  institution  of  Section  10(j)  proceedings. 
Statistics  on  the  number  of  cases  in  which  the  General  Counsel  has  sought 
Board  permission  to  initiate  formal  Section  10(j)  proceedings  are  identified  in  the 
Board's  case  processing  statistics  as  "General  Counsel  Section  10(j)  requests". 

Cases  in  which  the  Board  agrees  with  the  General  Counsel's 
recommendation  and  authorizes  Section  10(j)  proceedings  are  identified  as 
"Board  Section  10(j)  authorizations". 

After  the  Board  authorizes  Section  10(j)  relief  in  a  particular  case,  the 
respondent  is  given  another  opportunity  to  settle  or  adjust  either  the  unfair  labor 
practice  case  or  the  injunction  aspects  of  the  matter.  Respondents  often  do 
reach  such  settlements,  either  before  or  after  the  Board  files  its  Section  10(j) 
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petition  in  district  court.   Such  cases  would  be  identified  as  "settlement  or 
adjustment". 

If  a  case  is  litigated  in  district  court,  decisions  that  grant  injunctive  relief  in 
whole  or  substantial  part  are  considered  "wins".  When  the  Board  evaluates  its 
Section  10(j)  program,  it  computes  a  "success  rate"  which  is  the  total  of 
"settlements  and  adjustments"  and  "wins"  as  the  percentage  of  the  total  number 
of  cases  that  reach  a  conclusion.  Some  cases  are  withdrawn  prior  to  court 
decision,  based  upon  changed  circumstances  or  mootness.  These  cases  are 
not  counted  in  computing  the  "success  rate". 

Finally,  it  should  be  noted  that  the  union  unfair  labor  practices 
enumerated  in  Sections  8(b)(4),  8(b)(7)  and  8(e)  of  the  National  Labor  Relations 
Act  are  subject  to  the  mandatory  preliminary  injunction  provisions  of  Section 
10(1),  29  U.S. C.  Section  160(1),  a  companion  provision  to  Section  10(j).  These 
violations  include  secondary  boycotts,  jurisdictional  work  dispute  strikes, 
recognitional  picketing  and  the  maintenance  of  "hot  cargo"  agreements. 
Whenever  a  regional  office  concludes  that  there  is  reasonable  cause  to  believe 
that  a  charged  union  has  violated  any  of  the  provisions  covered  by  Section  10(1) 
and  the  conduct  is  ongoing,  it  must  seek  preliminary  injunctive  relief.  No 
authorization  by  the  Board  is  necessary. 

From  February  1,  1994  to  January  31,  1995,  90  petitions  were  filed  in 
court  under  Section  10(j).  Sixteen  petitions  were  filed  under  Section  10(1). 


Mr.  Istook:  How  much  money,  on  average,  does  it  take  for  the  NLRB  to 
file  each  injunction  request  and  how  many  Board  personnel  both  in  Washington 
and  in  the  Board's  regional  offices  are,  on  average,  utilized  in  each  such 
proceeding? 

Mr.  Feinstein:  The  processing  of  a  Section  10(j)  injunction  on  average 
consumes  22  staff  days  in  the  regional  office  and  10  to  12  staff  days  at 
Headquarters  at  a  total  cost  of  approximately  $10,500.  In  comparison,  the  cost 
to  the  NLRB  to  fully  litigate  such  a  case,  in  lieu  of  injunction,  averages 
approximately  $30,900. 


Mr.  Istook:  How  many  Section  10(j)  injunction  requests  have  been  filed 
against  employers? 

Mr.  Feinstein:  From  February  1,  1994  through  January  31,  1995,  254 
requests  for  Section  10(j)  injunctions  against  employers  were  submitted  to 
Washington. 
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Mr.  Istook:  How  many  Section  10(j)  injunction  requests  have  been  filed 
against  unions? 

Mr.  Feinstein:  From  February  1,  1994  through  January  31,  1995,  14 
requests  for  Section  10(j)  injunctions  against  unions  were  submitted  to 
Washington. 


REQUESTS  FOR  SECTION  10(j)  INJUNCTIONS 

Mr.  Istook:  How  many  Section  10(j)  injunction  requests  have  been 
requested  against  employers? 

Mr.  Feinstein:  From  February  1,  1994  through  January  31,  1995,  General 
Counsel  requests  for  Section  10(j)  injunctions  against  employers  totaled  117. 
The  Board  authorized  113. 


Mr.  Istook:  How  many  Section  10(j)  injunction  requests  have  been 
requested  against  unions? 

Mr.  Feinstein:  From  February  1,  1994  through  January  31,  1995,  General 
Counsel  requests  for  Section  10(j)  injunctions  against  unions  totaled  seven.  The 
Board  authorized  all  seven. 


Mr.  Istook:  How  many  Section  10(j)  injunctions  have  been  successful 
against  employers? 

Mr.  Feinstein:  Of  the  113  cases  against  employers  authorized  from 
February  1,  1994  through  January  31,  1995,  85  petitions  were  filed.  Settlements 
were  obtained  in  19  cases  before  petitions  were  filed.  Of  the  85  petitions  that 
were  filed,  49  were  successful,  16  were  unsuccessful,  19  remain  pending,  and 
one  was  withdrawn.  Appeals  are  pending  on.  two  of  those  that  were 
unsuccessful.   Eight  cases  are  unfiled. 


Mr.  Istook:  How  many  Section  10(j)  injunctions  have  been  successful 
against  unions? 

Mr.  Feinstein:  Of  the  seven  cases  against  unions  authorized  from 
February  1,  1994  through  January  31,  1995,  six  petitions  were  filed.  A 
settlement  was  obtained  in  the  one  remaining  case  before  a  petition  was  filed. 
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Of  these  six,  four  were  successful  and  two  were  unsuccessful.    Of  those  that 
were  unsuccessful,  appeals  are  pending  on  both. 


Mr.   Istook:      How  many  Section  10(j)  injunctions  have  been  granted 
against  employers? 

Mr.  Feinstein:    Section  10(j)  injunctions  granted  after  litigation  totaled  22 
against  employers. 


Mr.   Istook:      How  many  Section  10(j)  injunctions  have  been  granted 
against  unions? 

Mr.  Feinstein:  Three  Section  10(j)  injunctions  against  unions  were  granted 
after  litigation. 


Mr.  Istook:  What  is  the  cost  to  the  NLRB  of  the  Section  10(j)  injunctions 
sought,  but  not  granted?  Please  give  a  breakdown  of  those  against  employers 
and  unions. 

Mr.  Feinstein:  Total  Section  10(j)  losses  from  February  1,  1994  through 
January  31,  1995  were  18:  16  in  cases  against  employers,  two  in  cases  against 
unions.  The  costs  to  the  Agency  of  an  unsuccessful  litigation  is,  on  average,  the 
same  as  for  a  successful  litigation.  Likewise,  the  costs  of  a  Section  10(j) 
injunction  against  an  employer  are  on  average  the  same  as  those  against  a 
union.  With  an  average  cost  to  the  Agency  of  $10,500  per  Section  10(j) 
injunction,  the  approximate  cost  of  unsuccessful  Section  10(j)  injunction  litigation 
was  $168,000  for  cases  against  employers  and  $21,000  for  cases  against 
unions. 


REMEDIES  THROUGH  10G)  INJUNCTIVE  PROCEEDINGS 

Mr.  Istook:  What  type  of  remedies  is  the  General  Counsel  of  the  NLRB 
seeking  against  unions  in  Section  10(j)  proceedings,  especially  in  union  violence 
cases? 

Mr.  Feinstein:  Union  violations  that  come  within  the  purview  of  Section 
10(j),  as  opposed  to  Section  10(1),  include  picket  line  misconduct  and  strike 
violence,  attempts  to  force  or  require  an  employer  to  discriminate  against 
employees  to  encourage  or  discourage  union  membership,  improper  internal 
union  disciplinary  proceedings,  or  a  union's  refusal  to  bargain  collectively  in 
good  faith.  When  the  Board  seeks  Section  10(j)  relief  in  these  cases  it  will 
typically  seek  an  order  requiring  the  union  to  cease  and  desist  from  the  alleged 
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violations,  affirmative  remedies  if  they  are  necessary  to  maintain  the  status  quo 
pending  the  Board's  adjudication  of  the  case,  a  posting  of  the  district  court's 
opinion  and  order  at  the  union's  business  office  and  meeting  hall  in  order  to  fully 
apprise  employees  and  members  of  their  statutory  rights  and  the  filing  of  an 
affidavit  of  compliance  by  a  union  officer. 

In  picket  line  violence  cases,  the  Board  also  seeks  to  require  the  union  to 
give  copies  of  the  court's  opinion  and  order  to  all  officers,  members  and 
picketers,  and  also  requests  that  the  court  order  the  U.S.  Marshal  to  take  all 
steps  to  assure  compliance  with  the  court's  decree.  In  the  event  of 
noncompliance  with  the  Section  10(j)  order,  the  Board  can  seek  to  institute 
contempt  proceedings  before  the  district  court  against  the  respondent  union,  its 
responsible  agents  and  all  other  persons  acting  in  concert  or  participation  with 
the  enjoined  party  who  have  actual  notice  of  the  Section  10(j)  decree.  Among 
the  special  remedies  that  the  Board  has  sought  in  contempt  proceedings 
involving  union  picket  line  misconduct  are  limitations  on  the  number  of  picketers 
on  the  picket  line;  requiring  the  union  to  designate  named  picket  line  captains 
who  must  oversee  the  picket  line,  announcing  a  schedule  of  compliance  fines 
that  may  be  assessed  against  the  union  and  individuals  who  have  been  found  to 
have  violated  the  order,  in  the  event  of  future  violations,  banning  from  picket 
lines  union  officers  or  picketers  who  have  engaged  in  egregious  violations  of  the 
order. 


LECHMERE  AND  HEALTH  CARE  &  RETIREMENT  CORP.  DECISIONS 

Mr.  Istook:  Does  Chairman  Gould  foresee  the  NLRB  in  its  forthcoming 
decisions  following  the  recent  U.  S.  Supreme  Court  holdings  in  Lechmere  and 
Health  Care  &  Retirement  Corporation  (cases  in  which  the  NLRB  positions  were 
rejected  by  the  U.  S.  Supreme  Court  in  the  areas  of  union  access  to  private 
property  and  the  definition  of  supervisors)  so  as  to  avoid  protracted  litigation  and 
unnecessary  use  of  agency  resources? 

Mr.  Gould:  The  Board  must  follow  all  Supreme  Court  precedent  and,  of 
course,  the  Board  will  follow  both  Lechmere  and  Health  Care  &  Retirement 
Corporation. 


CASES  PENDING  BOARD  DECISION 

Mr.  Istook:  What  is  the  current  number  of  cases  awaiting  decision  by  the 
Board  and  what  is  the  average  length  of  time  it  is  taking  the  NLRB  to  decide 
cases  pending  before  it  in  Washington?  Please  break  the  above  question  down 
into  union  or  employee  requested  cases  and  management  requested  cases. 


Mr.  Gould:  As  of  February  1,  I995,  the  Board  had  366  unfair  labor 
practice  cases  and  I09  representation  cases  pending  Board  decision.  The 
Board's  statistical  data  for  case  processing  is  compiled  in  terms  of  median  days 
and  not  average  days.  In  this  regard,  for  FY  1994  the  median  processing  time 
for  all  unfair  labor  practice  cases  from  assignment  through  issuance  of  Board 
decision  was  I45  days.  For  representation  cases,  the  median  processing  time 
was  I53  days.  For  the  first  4  months  of  FY  1 995,  the  figures  were  as  follows: 


ULP 

Representation 

Cases 

Cases 

October  I994 

I58  days 

1 34  days 

November  I994 

I44  days 

134  days 

December  I994 

2I9  days 

I74  days 

January  I995 

I34  days 

I50  days 

Note:  The  Board's  current  case  handling  statistics  do  not  differentiate  between 
cases  filed  by  employees  and  those  file  by  employers.  Any  person  can 
file  a  charge  against  an  employer,  a  labor  organization,  or  both. 


FEDERAL  EXPRESS  CASE 

Mr.  Istook:  Please  explain  why  the  NLRB  has  chosen  not  to  follow  a  40 
year  old  procedure  to  refer  the  Federal  Express  case  to  the  National  Mediation 
Board? 

Mr.  Gould:  There  is  no  express  statutory  requirement  that  the  NLRB  refer 
cases  raising  a  question  regarding  jurisdiction  under  the  Railway  Labor  Act 
(RLA)  to  the  National  Mediation  Board  (NMB).  See  Dobbs  Houses,  Inc.  v. 
NLRB,  443  F.2d  1066,  1072  (6th  Cir.  1971).  Further,  although  the  Board  has 
traditionally  done  so,  it  has  not  done  so  in  all  cases.  See,  e.g.,  id.;  Trans  World 
Airlines,  Inc.,  211  NLRB  733  (1974);  and  Emery  Air  Freight,  255  NLRB  1091 
(1981). 

In  the  Federal  Express  case,  the  Board  was  confronted  with  a  situation 
where  the  company  contended  that  the  NLRB  did  not  have  jurisdiction, 
notwithstanding  that  a  significant  percentage  of  its  traffic  is  now  transported  by " 
truck  rather  than  by  air,  and  that  several  of  its  competitors,  including  Airborne 
Express,  Purolator,  and  United  Parcel  Service  (UPS),  which  also  now  have  both 
air  and  ground  transportation  operations,  have  long  histories  of  collective 
bargaining  under  the  National  Labor  Relations  Act  (NLRA). 

In  this  circumstance,  where  the  jurisdictional  status  of  Federal  Express 
was  at  best  unclear,  and  a  jurisdictional  determination  exempting  Federal 
Express   from    NLRB   jurisdiction    could    have    had    a    disruptive    impact   on 
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established  NLRA  bargaining  relationships  in  the  express  delivery  industry  as  a 
whole,  the  Board  majority  believed  that  referring  the  case  to  the  NMB  for 
resolution  would  be  inappropriate  and  an  abdication  of  the  Board's  statutory 
responsibilities.  (See  discussion  below  for  chronological  history.) 


Mr.  Istook:  The  Federal  Express  case  has  been  pending  for  3  1/2  years. 
What  is  the  cause  for  the  delay  in  adjudicating  this  case? 

Mr.  Gould:  The  United  Auto  Workers  (UAW)  filed  its  original 
representation  petition  in  Federal  Express  on  August  26,  1991.  The  UAW 
thereafter  amended  its  petition  on  December  9,  1991,  in  order  to  exclude  certain 
job  classifications  which  had  previously  been  found  by  the  NMB  to  be  subject  to 
the  RLA.  Thereafter,  between  February  28  and  April  2,  1992,  a  hearing  was 
held  on  the  UAW's  amended  petition  before  a  hearing  officer.  On  May  29,  1992, 
the  parties  filed  their  post-hearing  briefs  with  the  Regional  Director  (RD). 

Thereafter,  on  June  22,  1992,  the  RD  transferred  the  case  to  the  Board 
for  decision.  Approximately  5  days  later,  on  June  29,  1992,  the  Board  did  in  fact 
transfer  the  case  to  the  NMB  for  a  jurisdictional  opinion.  However,  about  two 
months  later,  on  August  27,  1992,  while  the  case  was  still  pending  at  the  NMB, 
the  UAW  filed  a  motion  to  reopen  the  record  to  introduce  certain  relevant  but 
previously  unavailable  evidence.  The  Board  granted  the  motion  and  remanded 
the  case  to  the  RD  to  reopen  the  record  on  January  27,  1993.  The  supplemental 
hearing  was  subsequently  held  between  March  10  and  24,  1993.  The  parties 
filed  supplemental  briefs  with  the  Board  on  April  20,  1993. 

Thereafter,  on  June  8,  1993,  the  Board  requested  the  NMB  to  return  the 
original  record  so  that  it  could  examine  it  in  light  of  the  additional  evidence. 
After  reviewing  the  evidence,  the  Board  (Members  Devaney  and  Raudabaugh; 
then-Chairman  Stephens  dissenting)  decided  to  retain  the  case  and  not  return  it 
to  the  NMB.  The  case  was  still  pending  at  the  Board  when  the  three  new  Board 
Members  (Chairman  Gould  and  Members  Browning  and  Cohen)  joined  the 
Board  in  March  1994. 

Thereafter,  on  May  13,  1994,  the  UAW  filed  a  motion  for  oral  argument 
before  the  Board.  On  October  25,  1994,  the  Board  (Chairman  Gould  and 
Members  Devaney  and  Browning;  Member  Stephens  dissenting  in  a  separate 
statement,  and  Member  Cohen  concurring  in  a  separate  statement)  granted  the 
motion  and  issued  a  notice  of  oral  argument  in  both  the  Federal  Express  case 
and  in  another  case  involving  UPS  (8-CA-24212).  Oral  argument  in  both  cases 
was  subsequently  held  on  December  7,  1994.  The  deadline  for  filing  post- 
argument  briefs  was  February  3,  1 995. 
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Mr.  Istook:  Please  justify  the  above  delay  and  explain  why  the  NLRB 
should  continue  to  expend  its  resources  in  this  case  and  why  it  can  perform  this 
function  better  than  the  National  Mediation  Board? 

Mr.  Gould:  As  indicated  above,  the  delay  in  deciding  the  case  is  due  to  a 
variety  of  factors,  including  the  length  of  the  hearings,  disagreement  and 
turnover  among  Board  Members,  and  the  recent  oral  argument.  Although  this 
past  delay  is  unfortunate  to  say  the  least,  the  Board  is  currently  making  every 
effort  to  bring  the  case  to  a  prompt  resolution.  As  to  whether  the  Board  should  in 
fact  refer  the  case  back  to  NMB  at  this  point,  this  is  one  of  the  issues  which  has 
been  raised  and  addressed  by  the  parties  and  amici  and  which  is  currently  being 
considered  by  the  Board.  The  Board  will  address  this  issue  in  its  decision 
which,  as  indicated,  the  Board  hopes  to  issue  shortly. 


REQUEST  FOR  ADDITIONAL  FTE 

Mr.  Stokes:  While  the  Administration  continues  to  emphasize  its 
Government  downsizing  and  streamlining  initiative,  the  Board  is  proposing  an 
increase  of  62  FTEs  in  FY  1996.  For  the  record,  elaborate  on  what  is  it  that  the 
Board  would  not  be  able  to  do,  please  be  as  specific  as  possible. 

Mr.  Feinstein:  The  additional  FTE  would  allow  our  regional  staff  to  handle 
approximately  3,000  additional  charges,  which  amounts  to  about  31  days 
inventory  of  work.  Without  the  additional  FTE,  the  number  of  days  it  would  take 
for  a  charging  party  to  receive  an  initial  disposition  would  increase  from  70  days 
to  101  days. 
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COST  SAVINGS 

Mr.  Stokes:  The  budget  justification  states  that,  while  the  greatest  impact 
of  resolving  labor  disputes  is  in  cost  avoidance,  probably  the  most  visible  and 
measurable  benefits  have  been  job  reinstatements  and  backpay.  Is  there  a  way 
that  the  Board  can  project  savings,  the  payments  that  were  not  incurred  as  a 
result  of  the  Board's  cost  avoidance  measures,  and  if  so,  what  is  the  estimated 
amount? 

Mr.  Feinstein:  In  addressing  your  question  as  to  the  extent  that  our  cost 
avoidance  measures  can  be  projected  into  actual  savings  or  payments  not 
incurred,  three  distinct  aspects  of  savings  can  be  identified.  The  first  is  the 
direct  savings  to  the  taxpayer  that  result  from  the  efficiency  and  effectiveness  of 
the  cost  avoidance  measures  employed  by  the  Agency.  This  aspect  is  more 
easily  projected  as  it  involves  factors  directly  within  our  experience. 

The  second  aspect  involves  the  costs  to  the  employers  and  unions  who 
are  parties  to  Agency  cases.  These  costs  include  the  hours  taken  away  from 
productivity  and  the  legal  expenses  that  would,  in  all  probability,  have  to  be 
incurred  in  responding  to  and  defending  against  unfair  labor  practice  filings  in 
the  absence  of  the  Agency's  cost  containment  efforts.  Finally,  we  submit  that 
the  Agency's  ability  to  quickly  resolve  labor  disputes  saves  employers  the  costs 
of  lost  productivity  that  often  accompany  workplace  strife.  The  Agency  does  not 
have  data  at  this  time  which  permits  for  the  quantification  of  the  "cost  savings" 
associated  with  the  last  two  aspects. 

Turning  to  the  cost  savings  that  we  can  project  with  some  degree  of 
confidence,  we  begin  with  the  pre-filing  screening  and  assistance  program.  The 
Agency  can  neither  initiate  or  refuse  to  accept  unfair  labor  practice  charges  and 
petitions.  Further,  the  Agency  annually  receives  well  over  200,000  contacts 
from  the  public  seeking  assistance  on  the  filing  of  charges  and  petitions,  or 
asking  about  the  National  Labor  Relations  Act  and  other  labor  related  issues. 
Through  this  pre-filing  Public  Information  Program,  a  trained  professional 
personally  discusses  the  nature  of  the  complaint  with  the  individual  and 
determines  whether  a  charge  should  be  filed  at  all. 

At  the  outset  of  the  program,  9.2  percent  of  all  contacts  resulted  in  the 
filing  of  charges.  Through  training  and  managerial  emphasis,  the  program  was 
successful  in  reducing  the  rate  of  charge  acceptance  to  approximately  5  percent. 
The  NLRB's  public  accessibility  and  the  investment  of  time  "up  front"  to  explore 
the  individual's  complaint  before  any  charge  is  accepted  saves  the  cost  and  time 
of  investigating  no-merit  cases.  For  example,  the  difference  between  5  percent 
(the  1994  rate)  and  9.2  percent  rate  of  charge  acceptance  in  one  year  alone  is 
about  8,000  cases. 
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To  quantify  the  potential  savings  in  resources,  the  FTE  that  would  have 
otherwise  been  required  to  investigate  these  cases  is  estimated  at  136.5 
professional  and  clerical  FTE  in  one  fiscal  year,  or  an  annual  savings  of 
$5,675,000  in  personnel  and  travel  costs.  Since  the  operation  of  the  program 
costs  the  approximately  68  professional  FTE  and  $3,000,000  annually,  a  net 
savings  of  $2,675,000  and  68.5  FTE  is  achieved  each  year. 

In  addition  to  the  direct  funding  costs,  the  resources  expended  by 
employers  and  unions  in  time  and  legal  fees  required  by  the  investigation  of 
8,000  additional  cases  would  be  significant,  and  are  eliminated  by  the  Agency's 
careful  pre-filing  assistance  program. 

With  respect  to  those  cases  actually  filed,  a  primary  focus  of  this  Agency 
is  to  resolve  unfair  labor  practice  allegations  as  quickly  as  possible.  For  the 
NLRB's  part,  a  consistently  high  settlement  rate  not  only  assures  the  prompt 
resolution  of  the  majority  of  labor  disputes,  but  enables  our  staffing  resources  to 
be  directed  to  reducing  the  number  of  backlogged  cases.  In  fact,  a  1  percent 
drop  in  settlement  rate  would  cost  the  NLRB  over  $2  million  in  expenditures.  A 
92.3  percent  settlement  rate  was  achieved  in  FY  1994.  Such  a  rate  of  success 
cannot  be  sustained  without  the  continued  efforts  of  field  staff,  the  cooperation  of 
labor  and  management,  and  cooperation  from  local  bar  associations. 

The  regions'  success  in  consistently  reaching  voluntary  election 
agreements  in  over  80  percent  of  all  representation  filings  is  further  testament  to 
the  confidence  instilled  by  parties'  firsthand  exposure  to  prompt  handling  of 
petitions  by  field  staff.  These  efforts  not  only  ensure  that  the  public  is  served  by 
the  timely  conduct  of  elections,  but  also  conserve  resources  by  minimizing  the 
number  of  appeals. 

Again,  the  Agency's  success  in  this  area  has  resulted  in  substantial 
savings  to  all  parties  in  time  and  legal  fees.  This  success  has  permitted  the 
parties  to  direct  the  resources,  that  would  have  otherwise  been  consumed  by 
litigation,  to  more  productive  endeavors. 

Finally,  even  for  those  cases  that  require  litigation,  the  Board  has 
modified  its  rules  and  regulations  to  provide  administrative  law  judges  with  the 
discretion,  in  appropriate  cases,  to  dispense  with  post-hearing  briefs  or 
proposed  findings  and  conclusion,  to  hear  oral  argument  and  issue  bench 
decisions.  This  discretion  is  based  on  a  desire  to  expedite  the  frequently  time- 
consuming  and  costly  litigation  process  for  the  benefit  of  the  parties,  the  affected 
employees,  and  the  taxpaying  public. 
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STREAMLINING  CASE  HANDLING  AND  MANAGEMENT 

Mr.  Stokes:  With  respect  to  streamlining  and  reducing  the  time  involved 
in  case  handling  and  case  management,  the  justification  indicates  that  the  Board 
has  made  improvements  in  the  case  handling  strategy  especially  in  the  early 
stages.  Explain. 

Mr.  Feinstein:  Our  efforts  to  streamline  and  expedite  case  handling  are 
grounded  on  the  belief  and  our  experience  that  the  sooner  a  case  is  resolved, 
the  more  effective  is  the  resolution.  In  the  area  of  unfair  labor  practice  cases,  we 
are  giving  field  managers  greater  discretion  with  respect  to  staffing  and  the  way 
they  conduct  their  investigations  -  for  example,  permitting  telephonic  affidavits 
and  encouraging  witnesses  to  come  to  our  offices  to  give  evidence,  thereby 
reducing  travel  costs  and  time. 

In  the  area  of  representation  cases,  I  have  modified  several  long- 
standing regional  performance  goals.  These  changes  include: 

0  The  holding  of  all  agreed-upon  elections  typically 

within  6-7  weeks  of  the  filing  of  a  petition,  rather  than 
in  a  median  time  of  50  days. 

0  In  cases  where  hearing  is  warranted,  the  holding  of  a 

prompt  hearing,  typically  within  14-17  days  from  the 
filing  of  a  petition,  and  the  prompt  development  of  a 
complete  record  to  permit  the  timely  resolution  of  the 
issues. 

0  In  cases  where  a  pre-election  hearing  is  held,  the 

issuance  of  a  Regional  Director's  decision,  in  all  but 
the  most  exceptional  of  cases,  within  45  days  from  filing 
of  the  petition,  rather  than  a  median  time  of  45  days. 

0  For  those  cases  involving  post-election  issues,  quick 

identification  of  those  issues  requiring  hearing;  prompt 
conclusion  of  the  hearing;  and  steps  to  ensure  that  all 
post-hearing  decisions  issue  within  95  days  from  the 
election,  rather  than  a  median  time  of  95  days. 

0  Finally,  after  Board  certification  of  a  union's  election 

victory,  to  expedite  the  resolution  of  the  unfair  labor 
practice  cases  (which,  under  the  Act,  is  the  employer's 
vehicle  for  obtaining  judicial  review  of  the  certification). 
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In  addition,  the  use  of  Section  10(j)  relief  maximizes  the  potential  for 
prompt  resolution  of  ULP  cases  and  for  the  swift  vindication  of  statutory  rights. 
We  have  already  seen  that  the  increased  filing  of  Section  10(j)  cases  has  been 
highly  successful,  and  our  win/loss  ratio  despite  the  substantial  increases  in 
volume  cases,  has  remained  at  historical  levels. 

Finally,  in  an  effort  to  further  expedite  the  litigation  process,  the  Board 
has  implemented  a  performance  measurement  pilot  program  under  which 
administrative  law  judges  will  be  expected  to  issue  their  decisions  within  60  days 
of  receipt  of  the  briefs  in  cases  where  the  transcript  is  500  pages  or  less. 

If  our  efforts  are  successful  in  the  long  run,  our  effectiveness  in  achieving 
prompt  remedies  through  settlement,  litigation  and  ,  if  necessary,  injunctive 
relief,  should  serve  as  a  deterrent  to  unfair  labor  violators  and  therefore  permit 
our  existing  staff  to  handle  caseload  with  greater  effectiveness  and  efficiency. 
In  the  same  manner,  success  in  negotiating  timely  election  agreements,  and 
promptly  issuing  Decisions  in  contested  cases,  should  discourage  parties  from 
attempting  to  delay  or  impede  employees'  free  choice,  simply  by  invoking  our 
procedures. 


Mr.  Stokes:  What  is  the  projected  cost  savings  from  this  new  approach  to 
case  handling  and  management? 

Mr.  Feinstein:  Once  the  program  is  fully  implemented,  we  estimate  a  five 
to  ten  percent  savings  in  case  handling  personnel  compensation,  benefits  and 
expenses. 


AUTOMATED  INFORMATION  PROCESSING 

Mr.  Stokes:  In  FY  1994,  the  Board  initiated  a  system  to  fully  integrate 
automated  information  processing.  What  is  the  status  of  that  initiative,  and  when 
is  it  expected  to  be  completed? 

Mr.  Feinstein:  The  initiative  consists  of  several  major  components: 
(1)  making  industry-standard  hardware  and  software  available  to  every  Board 
employee;  (2)  developing  a  case  tracking  system  that  permits  ready  access  to 
the  current  status  and  history  of' every  case  filed  with  the  Agency  and  the  prompt 
creation  of  reports  for  management  purposes;  and  (3)  the  easy  availability  of 
research  tools  to  the  Agency's  professional  case  handlers.  The  first  of  these  is 
virtually  complete.  The  requirements  analysis  for  the  second  and  third 
components  are  nearing  completion.  It  is  during  this  phase  that  the 
requirements  of  the  project  are  determined  and  documented.    Both  functional 
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requirements  describing  what  automation  should  do,  and  technical  requirements 
concerning  how  it  should  be  achieved,  have  been  addressed.  Agency  staff 
identified  priorities  and  implementation  planning  for  those  areas  identified  as 
high  priority  requirements  has  begun.  Currently,  technical  staff  are  investigating 
strategies  and  alternatives  for  implementation.  Development  is  planned  to  begin 
in  1995.  Development  will  include  analysis,  design,  programming,  testing, 
training  and  installation.  Assuming  adequate  funding,  achievement  of  these 
goals  will  be  accomplished  in  Calendar  Year  1997. 

In  the  interim,  transitional  strategies  are  being  designed  and 
implemented.  Preliminary  development  efforts  have  already  resulted  in  a  more 
beneficial  use  of  automation.  An  example  of  this  is  improved  and  wider  access 
by  legal  staff  to  external  research  sources  such  as  WESTLAW  and  bankruptcy 
court  data  bases  and  pilot  projects  for  automated  access  to  internal  legal 
research  materials. 


Mr.  Stokes:  What  is  the  total  estimated  cost,  and  what  is  the  projected 
level  of  savings  from  this  investment? 

Mr.  Feinstein:  The  total  estimated  development  cost  is  $5  million  to  $7 
million.  Once  it  is  fully  implemented,  the  return  on  investment  should  amount  to 
1 5  to  20  percent. 


IMPACT  OF  30  TO  40  PERCENT  CUT  IN  FUNDING 

Mr.  Stokes:  If  the  Contract  With  America  were  implemented  and  the 
Board  had  to  absorb  a  30  to  40  percent  cut  in  funding,  what  would  be  the  impact 
on  operations,  and  also  the  individuals  and  organizations  served  by  the  Board? 

Mr.  Feinstein:  The  National  Labor  Relations  Board  is  a  labor  intensive 
agency.  As  such,  most  of  our  funds  are  expended  on  fixed  costs.  Thus, 
approximately  $137,082,700,  which  is  approximately  78  percent  of  our  FY  1995 
budget  of  $176,047,000,  is  expended  on  personnel  compensation  and  benefits. 
An  additional  $20,280,000,  which  is  12  percent  of  our  FY  1995  budget,  goes 
solely  to  rent  for  space.  Additional  funds  are  expended  for  other  fixed  costs 
which  are  necessary  to  operate  any  agency,  such  as  communications,  utilities 
and  supplies, 

A  30  percent  reduction  in  our  budget  would  result  in  a  budget  of 
approximately  $123  million.  This  is  not  only  less  than  our  fixed  costs,  it  is  also 
$14  million  less  than  our  current  expenditures  on  personnel  compensation  and 
benefits.  Thus,  there  would  need  to  be  a^  drastic  reduction  in  our  FTE.  In 
addition,  the  Agency  could  not  continue  to  maintain  its  52  field  offices;  the 
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number  would  have  to  be  sharply  reduced.  The  result  of  such  reductions  would 
be  less  service  to  the  public  and  substantially  weakened  enforcement  of  the 
National  Labor  Relations  Act.  The  backlog  of  cases  at  all  stages  of  the 
decisional  process  would  rise  sharply. 


ORGANIZATIONAL  ACTIVITY 

Mr.  Stokes:  Last  year,  the  Board's  regional  offices  were  projecting 
renewed  commitment  by  unions  to  organize.  To  what  extent  did  that  projection 
become  reality? 

Mr.  Feinstein:  To  the  extent  that  organizational  activity  is  reflected  in  case 
filings,  the  projection  appears  to  have  been  accurate.  This,  in  FY  1994,  34,782 
unfair  labor  practice  cases  were  filed  -  a  3  percent  increase  over  the  FY  1993 
figure  of  33,744.  With  respect  to  representation  cases,  in  FY  1994,  the  Agency 
received  6,079  cases,  a  decrease  of  7.6  percent  from  FY  1993  when  it  received 
6,578  cases.  Through  December  1994,  however,  representation  cases  have 
increased  by  5.3  percent  over  the  comparable  period  in  FY  1994. 
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NARRATIVE  JUSTIFICATION 

OF 

APPROPRIATION  ESTIMATES 

Fiscal  Year  1996 

"Salaries  and  Expenses, 

National  Labor  Relations  Board" 


I.  EXECUTIVE  SUMMARY 

The  National  Labor  Relations  Board  (NLRB)  requests  an  appropriation  of 
$181,134,000  for  Fiscal  Year  (FY)  1996,  an  increase  of  $5,087,000  over 
FY  1995.  Funding  at  this  level  -  an  increase  of  less  than  three  percent  over  FY 
1995  -  is  requested  to  enable  the  NLRB  to  continue  to  resolve  labor  disputes  in  a 
timely  manner  while  maintaining  its  multi-year  effort  to  bring  current  information 
technology  to  all  aspects  of  its  work. 

The  NLRB's  sole  function  is  to  enforce  the  National  Labor  Relations  Act 
(NLRA).  The  NLRA  is  unique  in  American  law  because,  rather  than  imposing 
affirmative  obligations  on  business  or  defining  benefits  for  workers,  it  establishes 
a  process  by  which  employees,  should  they  choose  to  do  so,  organize 
themselves  to  seek  those  benefits  that  they  most  desire.  Thus,  the  NLRB  does 
not  engage  in  "regulation"  in  the  commonly  understood  sense  of  the  word. 
Rather,  by  managing  the  process  through  which  employees  determine  whether 
to  be  represented  and  by  helping  to  effectuate  that  choice,  the  NLRB  carries  out 
the  core  vision  of  the  NLRA— that  employers  and  employees  (acting  through 
their  chosen  representatives)  work  out  for  themselves  the  terms  and  conditions 
of  employment.  By  enforcing  the  "ground  rules"  for  workers  and  management 
alike,  the  NLRB  provides  for  the  peaceful,  orderly  resolution  of  labor  disputes. 

The  NLRB's  effectiveness  historically  has  stemmed  from  its  ability  to 
resolve  disputes  promptly— to  investigate,  evaluate,  and  resolve  the  great 
majority  of  its  cases  within  a  matter  of  weeks.  Management  and  labor  alike 
agree  that  prompt  resolution  of  workplace  disputes  is  essential  to  maintaining 
productivity.  Recent  years  have  seen  a  rapid  growth  in  the  number,  size  and 
complexity  of  cases  brought  before  the  NLRB.  This,  combined  with  steadily 
decreasing  staff  levels,  has  led  to  a  backlog  in  uninvestigated  cases  that  now 
approaches  "critical  mass."  There  is  substantial  reason  to  fear  that  if  not 
addressed  by  additional  field  office  staffing,  the  time  that  elapses  before  a  newly- 
filed  matter  can  be  turned  to  will  be  not  weeks,  but  months.    The  pendency  of 
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thousands  of  unresolved  labor  disputes  will  impede  the  NLRB's  ability  to  conduct 
business  efficiently. 

The  increase  in  funding  over  FY  1995  will  cover  anticipated 
nondiscretionary  adjustments  in  employee  compensation  and  space  rent,  as  well 
as  an  additional  62  FTE  to  enable  the  Agency's  50  field  offices — located 
throughout  the  United  States— to  keep  up  with  projected  case  intake  and  to  stem 
the  current  and  growing  backlog.  A  portion  of  the  funding  increase  will  continue 
financing  computer  and  communication  hardware  and  software,  providing  state- 
of-the-art  information  systems  to  enable  the  Agency  to  function  with  maximum 
efficiency  in  the  Information  Age. 

A  comparison  of  our  appropriation  for  FY  1995  and  our  request  for 
FY  1996  follows: 


(Dollars  in  Thousands) 

President's 

1994  Actual 

1995Budaet 

1996  Request 

Increase 

FTE 

Amount 

FTE 

Amount 

FTE 

Amount 

FTE     Amount 

Personnel 

Compensation 

and  Benefits 

2,063 

133,475 

2,054 

137,213 

2,116 

141,732 

+62      +4,519 

Other  Expenses 

37.439 

38.834 

39.402 

~         ±568 

TOTAL 

2.063 

170,914 

2,054 

176,047 

2,116 

181,134 

+62      +5,087 

II.  ORGANIZATION  AND  FUNCTIONS 

The  NLRB  is  comprised  of  two  major  components.  The  Board  itself  has 
five  members  appointed  by  the  President  with  the  advice  and  consent  of  the 
Senate  to  act  primarily  as  a  quasi-judicial  body  in  deciding  cases  on  the  basis  of 
formal  records  in  administrative  proceedings.  The  General  Counsel,  also 
appointed  by  the  President  with  the  advice  and  consent  of  the  Senate,  is 
independent  from  the  Board,  and  has  final  authority  to  investigate  unfair  labor 
practice  charges,  issue  complaints,  and  prosecute  such  complaints  before 
administrative  law  judges  and  the  Board.  On  behalf  of  the  Board,  the  General 
Counsel  also  prosecutes  injunction  proceedings;  handles  Courts  of  Appeals 
proceedings  to  enforce  or  review  Board  decisions  and  orders;  participates  in 
miscellaneous  court  litigation;  and  secures  compliance  with  Board  orders  and 
court  judgments.  Under  the  general  supervision  of  the  General  Counsel,  33 
regional  directors  and  their  staffs  process  representation,  unfair  labor  practice, 
and  jurisdictional  dispute  cases. 


The  NLRB's  basic  functions  include:  conducting  secret  ballot  elections  to 
determine  whether  or  not  employees  wish  to  be  represented  by  a  union 
(representation  cases),   preventing   and   remedying   unfair  labor  practices  by 
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employers  or  unions  (unfair  labor  practice  cases),  and  thereby  encouraging  the 
practice  and  maintenance  of  the  integrity  of  the  collective  bargaining  process  for 
those  employees  who  desire  it.  Since  its  inception  60  years  ago,  the  NLRB's 
efficient  and  effective  administration  of  the  NLRA  has  promptly  resolved 
thousands  of  labor  disputes  brought  to  it  each  year. 

The  NLRB  has  no  control  over  its  case  intake.  Unfair  labor  practice  (ULP) 
charges  and  petitions  for  representation  are  filed  in  our  Regional  Offices  by 
employers,  labor  unions,  and  individual  citizens.  Our  work  is  accomplished 
almost  in  its  entirety  through  our  field  office  agents  who  travel  to  the  site  of  a 
labor  dispute  or  an  election.  Consequently,  most  of  this  NLRB's  budget  is 
dedicated  to  personnel  costs  (78  percent)  and  rental  payments  to  the  GSA  (12 
percent).  Much  of  the  remaining  10  percent,  while  classified  as  "administrative 
costs"  for  purposes  of  Executive  Order  12837,  in  actuality  is  integral  to  our 
casehandling  mission.  Over  80  percent  of  our  travel  costs,  for  example,  are 
directly  related  to  case  processing  (e.g.,  placing  agents  on  the  site  of  a  labor 
dispute;  transporting  Administrative  Law  Judges  (ALJs)  to  the  city  where  an 
unfair  labor  practice  case  is  to  be  heard;  sending  an  attorney  in  our  Appellate 
Court  branch  to  a  Circuit  Court  to  argue  an  appeal). 

National  Labor  Relations  Board 

Distribution  of  Funds,  FY  1995 


(78  3%)  Personnel  Comp  &  Benefits 


(2  7%)  Direct  Casehandling  Expenses 
(2  2%)  Other  Services.  Including  Training 
(2.4%)  Other  Rent  Communications  4  Util 
•^   (2  7%)  Equip  SuppHiesPrmtingAdmin  Travel  Misc 
(11  7%)  Space  Rent 

Since  this  mission  is  encompassed  by  a  single  program  and 
appropriation,  our  flexibility  is  further  limited  in  terms  of  programmatic  trade-offs 
to  accommodate  budget  reductions.  In  summary,  reductions  in  the  budget  result 
in  reductions  in  personnel  and  support  costs,  which,  in  turn,  adversely  impact 
service  to  the  public. 

While  the  NLRB  can  neither  initiate  nor  refuse  unfair  labor  practice 
charges  or  representation  petitions,  it  has  actively  sought  to  maximize  the 
effectiveness  of  available  resources  it  has  available  to  resolve  those  matters,  be 
it  through  reduction  of  potential  ULP  charges  by  the  Information  Officer  Program, 
maintenance  of  high  settlement  and  trial  success  rates,  the  institution  of 
performance  measurements  based  on  the  quality  and  timeliness  of  service, 
automation,  or  accountable  and  timely  financial  management. 
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In  meeting  its  mandated  responsibilities  to  timely  and  peacefully  resolve 
labor  disputes,  the  NLRB  contributes  to  the  prevention  of  strife  and  discord  in 
industry,  construction  and  services  for  the  benefit  of  both  the  public  and  the 
national  economy.  While  the  greatest  impact  of  resolving  labor  disputes  is  in 
cost  avoidance,  probably  the  most  visible  and  measurable  benefits  have  been 
job  reinstatements  and  backpay.  During  FY  1994,  2,984  employees  were 
reinstated,  1,466  employees  were  offered  reinstatement,  but  declined,  and  over 
$61  million  in  backpay  was  distributed  as  a  result  of  remedial  actions  taken  in 
unfair  labor  practice  cases.  By  channeling  contentious  labor  disputes  into  a 
forum  in  which  they  can  be  resolved  in  a  peaceful  and  orderly  way,  the  remedial 
mechanisms  of  the  Act  function  to  reduce  disruptions  and  lower  costs  to  all 
employers  and  employees  alike. 

III.  HISTORICAL  PERSPECTIVE 

Since  1981,  we  have  lost  almost  30  percent  of  our  FTE,  and  have 
undertaken  many  successful  initiatives  to  improve  our  efficiency.  We  have,  in 
essence,  maximized  the  extent  to  which  we  screen  out  non-meritorious  charges 
before  they  require  investigation  and  to  which  we  settle  cases  before  they 
require  litigation.  Some  of  the  factors  that  have  thus  far  prevented  such  from 
happening  to  the  NLRB  are  set  forth  below: 

Delegation  of  Authority  to  the  Field 

Section  3(d)  of  the  NLRA  gives  the  General  Counsel  "final  authority"  on 
the  issuance  of  complaint.  Thus,  a  decision  of  the  General  Counsel  not  to  issue 
complaint  is  not  reviewable  by  any  court  of  law.  As  a  result,  charging  parties  are 
not  compelled,  by  internal  political  considerations  or  otherwise,  to  seek  endless 
court  review  in  no-merit  cases.  Furthermore,  the  General  Counsel  has 
delegated  the  authority  to  investigate  and  issue  complaints  on  meritorious  cases 
to  Regional  Directors.  Hence,  they  are  the  investigative  arms  of  the  General 
Counsel,  much  the  same  as  U.S.  Attorneys  are  the  litigation  arms  of  the 
Department  of  Justice.  With  this  authority  residing  at  the  field  level,  we  have 
generally  found  that,  after  a  thorough  investigation,  more  than  two-thirds  of  the 
charges  filed  with  us  lack  merit,  and  they  are  either  dismissed  or  withdrawn  (see 
chart  on  Page  38). 

Likewise,  to  enable  prompt  processing  of  representation  cases,  the  five 
member  Board  delegated  authority  to  decide  the  merits  of  representation 
petitions  to  Regional  Directors.  Consequently,  over  90  percent  of  the  NLRB's 
cases  are  resolved  at  the  regional  level  without  Headquarters  involvement. 
While  nearly  all  of  the  NLRB's  direct  mission  work  is  performed  in  Regional 
Offices,  administrative  functions  as  well  as  some  legal  functions  (Federal  court 
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enforcement,  appeals,  legal  advice,  and  Board  Members  and  their  staffs)  are 
consolidated  at  Headquarters. 

Case  Intake  Refined  at  Outset 

Individuals  interested  in  filing  a  charge  on  employment  related  matters 
frequently  contact  the  NLRB,  even  though  their  complaint  may  fall  outside  our 
jurisdiction  or  overlap  another  agency's.  In  an  effort  to  both  reduce  case  intake 
and  eliminate  duplication  of  work  by  other  agencies,  the  NLRB  established  its 
Information  Officer  Program  in  1980. 

Through  direct  contact  with  the  complainant,  a  trained  field  professional 
explores  the  nature  of  the  complaint  and  determines  whether  a  charge  should  be 
filed  at  all.  If  the  complaint  appears  to  be  clearly  non-meritorious,  the 
complainant  is  either  discouraged  from  filing  the  charge,  or  referred  to  another 
agency,  if  appropriate.  The  complainant  nonetheless  controls  the  decision  in  this 
regard;  the  NLRB  can  neither  initiate  nor  refuse  the  filing  of  charges.  NLRB 
efforts  to  appropriately  discourage  no-merit  filings  ultimately  prove  to  be  more 
effective  when  the  individual  knows  firsthand  that  his  or  her  complaint  has 
received  the  personal  attention  of  a  trained  professional  as  opposed  to  a  form 
letter  giving  general  information  about  the  Act  and  an  impersonal  cautionary 
about  jurisdiction. 

At  the  outset  of  the  program,  9.2  percent  of  all  contacts  resulted  in  the 
filing  of  charges.  Through  training  and  managerial  emphasis,  the  program  was 
successful  in  reducing  the  rate  of  charge  acceptance  to  approximately  5  percent. 

The  NLRB's  public  accessibility  and  the  investment  of  time  "up  front"  to 
explore  the  individual's  complaint  before  any  charge  is  accepted  saves  the  cost 
and  time  of  investigating  no-merit  cases.  For  example,  the  difference  between 
5.2  percent  (the  1994  rate)  and  9.2  percent  rate  of  charge  acceptance  in  one 
year  alone  is  9,000  cases. 

To  quantify  the  potential  savings  in  resources,  the  FTE  that  would  have 
otherwise  been  required  to  investigate  these  cases  is  estimated  at  136.5 
professional  and  clerical  FTE  in  one  fiscal  year,  or  an  annual  savings  of 
$5,675,000  in  personnel  and  travel  costs.  Since  the  operation  of  the  program 
costs  the  approximately  68  professional  FTE  and  $3,000,000  annually,  a  net 
savings  of  $2,675,000  and  68.5  FTE  is  achieved  each  year. 

Settlements  Assure  Prompt  Resolution  While  Saving  Resources 

A  local  presence  in  the  field  also  instills  the  personal  credibility  and 
confidence  in  NLRB  staff  by  all  concerned  parties  necessary  to  achieve  case 
settlement.   The  NLRB's  effectiveness  and  efficiency  in  administering  the  Act  is 
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greatly  enhanced  by  its  ability  to  effect  a  voluntary  resolution  of  meritorious  unfair 
labor  practice  cases.  It  has  long  been  the  NLRB's  belief  that  all  parties  are 
better  served  if  we  are  able  to  settle  their  disputes  without  the  need  for  time- 
consuming  and  costly  formal  litigation. 

For  the  NLRB's  part,  a  consistently  high  settlement  rate  not  only  assures 
the  prompt  resolution  of  the  majority  of  labor  disputes,  but  enables  our  staffing 
resources  to  be  directed  to  reducing  the  number  of  backlogged  cases.  In  fact,  a 
1  percent  drop  in  settlement  rate  would  cost  the  NLRB  over  $2  million  in 
expenditures.  A  92.3  percent  settlement  rate  was  achieved  in  FY  1994.  Such  a 
rate  of  success  cannot  be  sustained  without  the  continued  efforts  of  field  staff, 
the  cooperation  of  labor  and  management,  and  cooperation  from  local  bar 
associations. 

The  Regions'  success  in  consistently  reaching  voluntary  election 
agreements  in  over  80  percent  of  all  representation  filings  is  further  testament  to 
the  confidence  instilled  by  parties'  firsthand  exposure  to  prompt  handling  of 
petitions  by  field  staff.  These  efforts  not  only  ensure  that  the  public  is  served  by 
the  timely  conduct  of  elections,  but  also  conserve  resources  by  minimizing  the 
number  of  appeals. 

Performance  Measurements  &  Standards  Enforced  Since  1960 

Since  1960,  the  NLRB  has  used  a  series  of  specific  performance 
measures  to  evaluate  the  efficiency  of  each  stage  of  casehandling.  These 
measures  are  based  on  delivery  time  to  the  public,  are  publicly  disseminated  and 
serve  as  criteria  for  evaluation  of  all  professional  employees  from  entry  level  to 
Senior  Executive  Service.  They  have  become  ingrained  as  fundamental 
operating  principles  and  as  the  primary  means  of  fulfilling  our  public  service 
mission.  NLRB  management  monitors  the  measurements  through  the 
Casehandling  Information  Processing  System  (CHIPS)  on  a  mainframe 
computer. 

These  goals  set  timeframes  for  the  major  stages  of  ULP  and 
representation  case  processing.  For  example,  we  expect  the  field  offices  to 
make  a  determination  regarding  the  merits  of  a  charge  within  30  days  of  the  filing 
of  the  charge.  We  expect  that  determination  to  be  implemented,  either  through 
withdrawal  or  dismissal  of  a  charge  which  lacks  merit,  or  through  settlement  or 
issuance  of  a  complaint  where  the  charge  has  merit,  within  45  days  of  the  filing 
of  the  charge.  If  these  goals  are  not  met,  the  charge  is  considered  "overage." 
The  tolerance  for  overage  cases  was  raised  in  1989  from  2  to  4  percent  and  we 
have  recently  raised  it  to  10  percent  to  reflect  the  reality  of  our  staffing 
shortages.  The  overage  backlog,  as  indicated  earlier  herein,  continues  to  grow, 
and  unless  sufficient  resources  are  made  available,  it  will  overwhelm  the  NLRB. 


In  the  representation  case  area,  after  a  petition  is  filed,  the  Regions 
attempt  to  obtain  the  parties'  agreement  as  to  who  should  be  eligible  to  vote  and 
other  particulars,  so  the  election  can  be  promptly  held.  If  no  agreement  can  be 
reached,  a  hearing  must  be  held  and  a  Regional  Director's  decision  issued, 
resolving  these  issues.  Our  new  goal  is  to  issue  such  decisions  within  45  days 
of  the  petition  being  filed.  After  an  election  is  held,  if  there  are  objections  to  the 
conduct  of  the  election  or  challenges  to  the  ballots  of  some  voters,  our  goal  is  to 
issue  a  decision  resolving  these  issues  within  35  days  when  no  hearing  is 
required,  or  within  95  days,  if  a  hearing  is  required. 

The  performance  measurements  under  this  system  are  being  examined  to 
account  for  newly-established  priorities  and  to  deal  with  certain  inadequacies 
caused  by  median  measurements.  Nevertheless,  the  case  management  system 
that  we  have  established  and  refined  over  thirty  years  has  enabled  this  Agency 
to  maintain  its  high  standards  of  prompt  public  service  even  at  times  when  there 
has  been  unexpected  turnover  or  sharp  increases  in  case  filings. 

Office  and  Organizational  Restructuring 

Out  of  necessity,  the  NLRB  has  "streamlined"  significantly  during  the  past 
14  years.  In  addition  to  reductions  in  staff  and  increases  in  productivity,  the 
NLRB  has  reexamined  and  reorganized  itself  for  greater  efficiency  and 
effectiveness.  In  particular,  in  1988  the  NLRB  redefined  the  boundaries  of 
two-thirds  of  its  Regional  Offices.  Because  the  reorganization  achieved  a  better 
balance  in  case  intake  among  the  regions,  the  managerial  resources  associated 
with  a  regional  office  were  fully  and  efficiently  utilized  throughout  the  field 
operation.  The  inefficiencies  of  having  offices  which  were  too  large  or  too  small 
were  virtually  eliminated.  The  reorganization  also  aligned  geographic  areas  with 
field  offices  in  closest  proximity,  thus  providing  more  convenient  service  to  the 
public  while  at  the  same  time  reducing  nonproductive  employee  travel  time. 

Another  example  occurred  in  1990,  when  the  General  Counsel  eliminated 
one  of  six  executive  managerial  units  in  Headquarters  within  the  Division  of 
Operations  Management,  which  has  management  responsibility  over  the  field 
operation.  By  reassigning  management  responsibility  to  the  remaining  five 
management  teams,  there  was  a  reduction  in  the  vertical  layering  of  16  percent. 

Automation  Devoted  to  Speed  Casehandling  and  Inform  Case  Management 

A  "reinvented"  automated  case  tracking  system  will  not  only  enable  the 
NLRB  to  fine  tune  its  performance  measures,  but  will  improve  casehandling 
strategy  in  the  early  stages.  For  example,  regions  could  perform  nationwide 
inquiries  to  determine  whether  a  party  was  a  recidivist.  Inherent  in  the 
performance  of  the  NLRB's  mission  is  a  paper-intensive  operation  involving 
preparation  of  documentation  at  each  phase  of  the  casehandling  process.    The 
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widespread  generation  of  such  legal  documents  as  briefs,  exceptions, 
settlements,  injunction  applications,  objections,  decisions,  subpoenas, 
complaints,  motions,  and  backpay  specifications  as  well  as  official 
correspondence  concerning  dismissals,  deferrals,  and  compliance  lends  itself  to 
opportunities  to  eliminate  duplicative  data  entry  and  research.  Assuming 
adequate  funding,  continued  automation  of  the  NLRB's  casehandling  and 
internal  management  processes  will  contribute  to  prompt  case  resolution  both  by 
improving  staff  access  to  information  and  by  expediting  the  preparation  of 
documents,  particularly  at  the  field  level. 

Numerous  databases  and  programs  specific  to  the  NLRB's  mission,  such 
as  the  (Green  Books)  Legal  Research  System,  Polished  Paragraph  System,  and 
Citation  Checking  System,  have  been  developed  in-house  to  replace  manual 
procedures. 

These  acquisitions,  supplemented  by  additional  planned  acquisitions, 
funding  permitted,  will  not  only  allow  greater  speed  and  flexibility  in  processing 
cases,  but  would  in  turn  enable  the  sharing  of  work  from  one  Region  to  another 
and  eliminate  or  significantly  reduce  the  need  for  costly  details  to  equitably 
distribute  workload  during  periods  of  reduced  staffing  or  unusually  heavy  or 
complex  demands. 


IV.  FY  1994  HIGHLIGHTS 

In  keeping  with,  and  in  enhancement  of,  the  NLRB's  proud  history  of 
quality  service,  our  ambition  is  to  reinvent  in  accordance  with  the  National 
Performance  Review  to  evolve  into  an  agency  that  recognizes  and  meets  the 
needs  of  its  customers  by  delivering  outcomes  that  are  at  the  core  of  its  statutory 
mission. 

The  process  that  we  have  begun  to  undertake  in  FY  1994  is  extensive  in 
both  scope  arid  participation.  We  have  made  an  ambitious  beginning-one  that 
we  expect  will  show  concrete  payoffs.  The  extent  of  the  payoffs  will  depend  on 
the  available  resources  as  well  as  our  continued  ability  to  identify  and  implement 
better  ways  to  operate. 

A  key  part  of  our  reinvention  program  has  been  to  identify  outcomes  at  the 
core  of  the  NLRB's  mission  and  to  develop  operational  priorities  that  promote 
those  outcomes.  Implementation  of  these  new  priorities  has  a  high  cost- 
particularly  in  the  first  year  or  two,  while  the  "learning  curve"  is  in  effect. 
However,  the  implementation  of  these  outcome-enhancing  priorities  will  lead  to 
more  effective  enforcement  of  the  Act.  These  priorities  are  an  essential 
component  of  our  program  for  the  coming  years. 
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We  expect  to  realize  savings  from  the  reinvention  initiatives  we  have 
described,  which  should  increase  over  time.  These  savings  ultimately  will  permit 
our  existing  staff  to  handle  caseload  with  greater  efficiency  and  will  help  defray 
the  cost  of  implementing  our  new  priorities.  This  is  particularly  true  in  later  years, 
when  savings  resulting  from  reinvention  should  be  maximized  and  the  cost  of 
implementing  the  program,  declined.  At  least  in  the  short  run,  however,  an 
investment  will  have  to  be  made  if  the  priorities  program  is  to  have  its  intended 
effect  on  outcomes. 

Below  are  the  significant  developments  at  the  NLRB  in  1994  by  specific 
areas. 

A.  Declining  Staff 

The  NLRB's  full-time  equivalent  (FTE)  employment  for  FY  1994  was  2,063 
compared  to  the  FY  1993  FTE  of  2,084.  This  represents  a  continuation  of  the 
steady  reduction  in  FTE  since  the  early  1980's. 

During  the  past  14  years,  the  NLRB  has  downsized  from  an  FTE  of  2,945 
to  2,054,  our  FY  1994  year-end  ceiling.  Moreover,  although  case  intake  declined 
in  the  early  1980's,  it  leveled  off  thereafter,  and  is  now  growing.  The  net  effect  of 
the  steady  FTE  reduction,  unaccompanied  by  a  commensurate  decline  in  case 
intake,  has  been  that  the  case  handling  burden  per  FTE  has  risen  markedly:  the 
intake  per  FTE  for  1994  was  29  percent  above  the  figure  for  1985.  Moreover, 
inasmuch  as  nearly  80  percent  of  the  NLRB's  budget  is  devoted  to  personnel 
costs  and  much  of  the  remainder  is  fixed  costs,  any  reduction  in  funding  or 
absorption  of  unfunded  costs  primarily  affects  staffing.  Further,  as  the  NLRB  is 
"field-intensive"  to  allow  for  the  most  efficient  delivery  of  services,  the  most 
significant  impact  of  inadequate  resources  is  on  field  staffing  where  90  percent  of 
cases  are  resolved. 


Case  Intake  Per  Total  NLRB  FTE 

Fiscal  Years  1980-1996 


17  39 


1125 

17  77 


18  49 


•  Cmi  mm  Totalt  i 


66 


B.  Case  Handling  Summary 

Since  the  NLRB's  mission  is  reactive,  it  can  neither  initiate  nor  refuse 
unfair  labor  practice  charges  or  representation  petitions.  While  the  NLRB  has 
actively  sought  to  maximize  the  effective  use  of  its  resources,  recent  years 
nevertheless  have  witnessed  a  disturbing  rise  in  the  number  of  cases  pending  at 
most  stages  of  the  pipeline. 

A  total  of  35,703  unfair  labor  practice  charges  and  6,120  representation 
cases  were  filed  in  FY  1994,  a  net  increase  of  3.7  percent  in  case  intake  over 
FY  1993.  Of  the  unfair  labor  practice  charges  filed,  33.4  percent  were  found  to 
have  merit.  The  settlement  rate  was  92.3  percent.  The  General  Counsel  won  86 
percent  of  Board  and  Administrative  Law  Judge  decisions  in  whole  or  in  part 
during  FY  1994. 

Regional  offices  conducted  3,474  initial  elections,  of  which  83.4  percent 
were  pursuant  to  agreement  of  the  parties. 

1 .  Information  Officer  Program 

No  charge  brought  to  the  NLRB  is  summarily  dismissed  or  refused 
acceptance.  However,  through  an  active  Information  Officer  Program,  many 
potential  charges  which  relate  to  matters  outside  the  jurisdiction  of  the  NLRA  are 
directed  to  the  appropriate  federal  or  state  agency  early  in  the  assessment 
process,  before  extensive  resources  have  been  expended.  For  example,  out  of 
213,715  inquiries  received  during  FY  1994,  only  11,015 — slightly  over  5 
percent — resulted  in  charges  being  filed. 

The  current  acceptance  rate  of  charges  processed  through  the 
Information  Officer  Program  is  about  5.2  percent.  This  represents  a  gradual 
reduction  from  the  9.2  percent  acceptance  rate  that  existed  when  the  program 
was  first  introduced  in  1980.  As  noted,  since  its  inception,  this  program  has 
saved  the  American  taxpayers  millions  of  dollars. 

2.  Casehandling  Time 

The  timeliness  of  case  processing  is  of  primary  concern  to  the  NLRB. 
After  thorough  investigation  by  the  regional  offices,  approximately  one-third  of  all 
charges  alleging  unfair  labor  practices  are  determined  to  have  merit.  Our  goal  is 
to  complete  such  merit  determinations  within  30  days.  The  regional  offices  first 
seek  voluntary  settlements  of  meritorious  charges.  When  this  is  not  possible,  the 
goal  is  to  issue  an  unfair  labor  practice  (ULP)  complaint  within  45  days  from  the 
date  the  charge  is  filed.  However,  the  steady  erosion  in  FTE  has  begun  to  take 
its  toll:  while  the  NLRB's  historic  goal  was  to  reach  an  merit  determination  upon 
initial  investigation  within  30  days  of  charge-filing,  as  of  September  30,  1994,  29 
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percent  of  new  filings  were  "overage."  Overage  unfair  labor  practice  cases — 
those  pending  preliminary  investigation  for  45  days  or  more — have  risen  from 
584  at  the  end  of  FY  1992  to  1 ,404  at  the  close  of  FY  1994— an  increase  of  over 
140  percent  in  2  years. 

This  shortage  of  professionals  also  has  contributed  to  the  lengthening  of 
the  NLRB's  trial  calendar.  At  the  end  of  FY  1994,  1,429  cases  were  awaiting 
hearing  before  an  administrative  law  judge. 

In  addition,  as  noted,  the  NLRB  conducted  3,474  initial  representation 
elections  in  FY  1994.  While  these  elections  were  held  within  a  median  of  48.7 
days  from  the  filing  of  the  election  petition,  the  number  of  overage  cases,  those 
taking  more  than  45  days,  increased  by  17  percent  between  1993  and  1994. 

In  FY  1994,  the  NLRB's  five-member  Board  issued  decisions  in  521  unfair 
labor  practice  cases.  The  total  number  of  "C"  cases  awaiting  disposition  at  the 
end  of  FY  1994  was  353.  With  respect  to  the  reduction  in  overage  cases,  at  the 
end  of  FY  1994,  the  Board  had  29  "C"  cases  that  were  more  than  two  years  old. 
This  figure  contrasts  dramatically  with  the  backlog  on  September  30,  1987,  when 
there  were  241  pending  "C"  cases  that  were  more  than  two  years  old. 

Board  Members'  staffs  now  have  fewer  authorized  attorney  positions  than 
they  had  in  recent  years.  Given  the  present  intake  of  cases  and  their  complexity, 
the  Board  will  make  every  effort  to  maintain  its  recent  progress  in  keeping  its 
disposition  of  cases  reasonably  current. 

3.   Settlements 

As  noted  earlier,  the  NLRB  continues  to  conserve  the  resources  of  all 
parties  concerned  by  maintaining  a  high  settlement  rate  for  unfair  labor  practice 
cases.  It  is  estimated  that  every  one  percent  increase  in  the  settlement  rate 
results  in  savings  of  over  $2  million  in  litigation  costs.  The  maintenance  of 
consistently  high  settlement  rates  not  only  assures  the  prompt  resolution  of  the 
majority  of  labor  disputes,  but  enables  our  staffing  resources  to  be  directed  to 
reducing  the  number  of  backlogged  cases. 

Charges  are  easiest  to  settle  when  the  backpay  at  issue  is  low.  When 
backpay  accumulates  for  six  to  eight  months  on  a  backlogged  case,  the  charged 
party,  in  weighing  the  possibility  of  winning  against  the  cost  of  litigation,  often 
concludes  that  it  would  be  worthwhile  to  litigate.  Furthermore,  when  not  dealt 
with  promptly,  labor  disputes  tend  to  fester  and  become  more  severe.  Hence,  the 
longer  a  case  is  kept  in  pending  status,  the  greater  the  likelihood  that  additional 
charges  will  be  filed. 
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A  settlement  rate  of  92.3  percent  was  achieved  in  1994.  A  settlement  rate 
of  over  90  percent  substantially  contributes  to  the  NLRB's  ability  to  maintain 
efficient  case  processing.  Moreover,  lower  staffing  levels  have  been  somewhat 
offset  by  increasing  employee  productivity.  A  great  deal  of  effort  will  continue  to 
be  expended  to  keep  our  settlement  rate  at  the  highest  level  attainable,  even 
though  not  all  of  the  factors  affecting  settlements  are  within  the  NLRB's  control. 

4.  Compliance 

A  finding  that  a  ULP  has  been  committed  results  in  a  remedial  order  by 
the  Board.  Where  the  respondent  declines  to  comply  with  the  order,  further 
proceedings,  often  including  court  enforcement,  are  required.  In  addition,  cases 
in  which  payment  of  backpay  is  directed  require  detailed  investigation  and 
computation  in  order  to  achieve  fairness  to  all  parties.  Due  to  insufficient  staffing 
resources,  the  backlog  of  cases  in  the  "compliance  phase"  has  increased  by 
over  36  percent  during  the  past  five  years. 

These  cases  have  grown  not  just  in  number  but  also  in  complexity.  Our 
staff  has  been  challenged  to  develop  expertise  in  bankruptcy  and  related 
insolvency  laws,  collection  procedures,  and  other  creditors'  remedies.  Such 
remedies  are  litigation-intensive  and  therefore  time-consuming. 

C.  Initiatives  to  Streamline,  Reduce  Costs,  and  Work  Smarter 

1 .   Streamlining  Supervision 

Consistent  with  the  President's  directives  under  the  National  Performance 
Review,  the  NLRB  has  embarked  on  a  major  effort  to  streamline  its  supervisory 
and  command/control  functions.  General  principles  have  been  developed 
concerning  reduction  of  vertical  staff  layering,  delegation  of  routine  casehandling 
and  administrative  decisions  to  the  lowest  practicable  level,  maximizing  the 
flexibility  of  supervisors  to  perform  direct  casehandling  services,  and  increasing 
the  ratio  of  unit  employees  to  supervisors. 

Our  first  focus  has  been  to  establish  guiding  principles  for  the  streamlining 
of  supervisory  administration.  We  have  developed  the  following  objectives: 

.  Reducing  vertical  layering  so  that  there  are  only  two  levels  of  review:  one 
thorough  level — which,  as  a  practical  matter,  is  often  carried  out  as  part  of 
the  initial  work  on  the  case — and  an  additional  level  for  policy  and 
consistency. 

•  Delegation  of  routine  casehandling  decisions  to  the  lowest  practicable 
level;  delegation  of  routine  administrative  functions  to  the  lowest 
practicable  level. 
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.  Utilization  of  supervisory  staff  with  maximum  flexibility  to  perform  direct 
casehandling  services  as  appropriate. 

.  Increasing  the  ratio  of  unit  employees  to  supervisors  to  the  extent 
consistent  with  the  NLRB's  paramount  obligation  to  provide  high  quality 
timely  legal  service  to  the  public. 

As  these  orinciples  are  applied  to  supervision  in  Regional  Offices,  where 
approximately  70  percent  of  the  NLRB's  staff  are  located,  the  following 
objectives  have  been  adopted:  1)  No  more  than  30  percent  of  a  field  supervisor's 
time  should  be  devoted  to  purely  supervisory  functions;  2)  To  enable  first-line 
supervisors  to  be  actively  involved  in  direct  case  production,  a  1:6  supervisory 
ratio  will  be  pursued;  and  3)  supervisors  are  to  give  priority  to  enhancing  field 
attorneys'  ability  to  handle  the  increasing  complexity  of  case  work  involving  court 
litigation. 

2.   Information  Management  and  Automated  Data  Processing  Initiatives 

The  NLRB  is  in  the  midst  of  a  major  effort  to  streamline  its  processes  with 
improved  information  systems.  We  anticipate  that  this  program  will  yield 
breakthroughs  in  productivity  and  effective  management  that  will  pay  for 
themselves  many  times  over.  This  investment  is  long  overdue  and  must  be 
permitted  to  continue  if  its  benefits  are  to  be  fully  realized. 

Beginning  in  FY  1994,  the  NLRB  has  undertaken  a  major  multi-year 
initiative  to  fully  integrate  the  automated  information  processing  capabilities  of  its 
various  organizational  components  into  a  single  comprehensive  system.  The 
system  will  achieve  uniform  case  tracking  capability  and  uniform  information 
management.  The  main  component  of  the  system  will  be  its  ability  to  track  the 
progress  of  every  case  in  the  NLRB  pipeline  from  the  time  it  is  first  filed  until  final 
disposition,  including  court  enforcement,  bankruptcy  actions,  etc.  In  order  to 
achieve  this  goal,  the  Case  Activity  Tracking  System  (CATS)  Subcommittee,  an 
umbrella  committee  composed  of  representatives  from  all  divisions  of  the 
Agency,  was  formed.  Employee  representatives  designated  by  the  NLRB's 
employee  unions  are  key  and  active  participants.  Through  the  use  of  numerous 
task  groups,  CATS  will  enable  the  NLRB  to  accomplish  this  ambitious  program. 
The  task  groups  include:  case  activity  and  tracking  both  in  the  regions  and  at 
Headquarters;  management  information;  compliance;  litigation  support;  legal 
research;  document  management;  forms;  records  management;  and  archives. 

Under  the  program,  multiple  separate  case  tracking  systems  in  various 
Board  and  General  Counsel  divisions  will  be  eliminated  and  our  current  inability 
to  share  automated  case-related  information  between  divisions  will  be  replaced 
with  a  unified  shared  information  system.  A  key  to  the  successful  management 
of  thousands  of  cases  flowing   through   a   complex   series  of  investigative, 
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analytical,  legal  and  administrative  functions  is  to  know  where  in  the  pipeline 
things  are  working  well  and  where  they  are  not.  Proper  allocation  of  resources, 
better  coordination  of  priorities,  and  effective  utilization  of  staff  will  be 
significantly  improved  through  an  integrated  tracking  system. 

The  NLRB's  principal  work  is  investigative  and  legal;  its  office  environment  is 
similar  to  that  of  law  firms.  This  means  that  all  of  its  non-centralized  functions 
are  paper-based  and  intensively  document  oriented.  As  regards  information 
management,  there  are  several  major  objectives. 

•  One  objective  is  to  automate  the  information  NLRB  attorneys,  investigators, 
supervisors  and  managers  need  to  meet  their  requirements  as  they  handle 
daily  case  work.  Quality  and  service  to  the  public  will  be  easier  to  maintain 
as  automated  research  tools  enhance  the  capability  of  NLRB  attorneys  and 
examiners. 

The  Legal  Research  Branch,  which  prepares  indexed  summaries  of  Board, 
court,  and  related  decisions,  has  new  internal  automation  and  its  important 
indexes  and  scopes  will  soon  become  available  to  all  employees  on  disk  or 
on-line.  Numerous  demonstration  projects  are  underway  to  introduce  on-line 
legal  research  into  several  legal  and  business  databases  of  interest  to  NLRB 
employees.  These  include  NLRB  internal  researching  of  Advice  memoranda 
and  Contempt  litigation  work  as  well  as  the  aforementioned  Legal  Research 
Branch  indexes  and  scopes.  Also,  external  research  through  commercial 
sources,  particularly  WESTLAW,  is  available  now  in  all  offices.  An  effort  to 
use  bulletin  boards  operated  by  the  Government  Printing  Office  and  the 
Department  of  commerce  to  disseminate  Board  Decisions  and  other 
issuances  is  moving  rapidly  to  the  pilot  stage. 

The  public  perception  of  NLRB  services  and  capabilities  will  be  substantially 
augmented  by  our  faster  response  and  improved  access  to  and  use  of  legal 
and  other  information.  A  major  contribution  to  encouraging  better  labor 
relations  and  minimizing  business  disruptions  will  be  achieved  by  using  our 
new  technology  to  identify  and  target  resources  to  resolve  issues  arising  from 
recidivist  employers  and  labor  organizations. 

•  A  second  objective  is  an  outreach  initiative.  By  encouraging  public  and 
private  labor-management  groups  to  share  their  ideas  and  needs,  the  NLRB 
will  be  able  to  better  produce,  and  make  available,  information  which  will  be 
useful  to  the  public  in  the  facilitation  of  collective  bargaining  issues  of  general 
concern.  At  present,  the  NLRB's  annual  report  provides  congress  and  the 
public  with  a  variety  of  valuable  statistical  information.  However,  through  this 
outreach  program  and  an  improved  information  system,  we  will  be  able  to 
better  evaluate  the  type  of  information  and  the  manner  in  which  it  is  reported 
to  best  serve  the  needs  of  our  users. 
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•  A  third  objective  is  enhanced  electronic  communication.  Electronic  mail  for 
internal  use  is  under  rapid  deployment,  and  limited  external  connections  have 
been  established.  Costs  such  as  those  for  mailing  and  paper-handling  will  be 
reduced  by  enhanced  electronic  communication  among  staff  via  their  desktop 
PCs. 

Beginning  in  FY  1994,  the  NLRB  began  developing  the  functional 
requirements  needed  to  develop  this  integrated  system  which  will  support  all 
phases  of  casehandling  activity.  The  implementation  of  our  CATS  program  will 
eliminate  existing  case  systems  and  mainframe  hardware  and  integrate  systems. 
The  major  existing  system,  CHIPS,  is  basically  a  data  repository  that  was 
developed  in  the  mid  1980s.  This  system  does  not  provide  support  for  the  actual 
case  work.  In  addition,  there  are  currently  separate  systems  for  different  areas 
of  case  activity.  The  Regions,  Board,  Judges,  Representation  Appeals,  Advice 
and  Enforcement  are  supported  by  systems  that,  as  noted  above,  are  not  truly 
integrated  into  the  operations  of  the  offices  or  with  each  other.  This  lack  of  an 
integrated  approach  to  case  tracking  is  a  substantial  weakness  of  current 
automation  and  is  costly. 

The  NLRB  has  made  significant  strides  in  the  last  few  years  to  provide  its 
staff  members  at  all  levels  with  the  most  current  automation  equipment  possible. 
Our  preliminary  automation  efforts  have  been  successful  and  CATS  will  allow  us 
to  maximize  the  effectiveness  of  our  commitment  and  investment.  The  goal  of 
CATS  is  a  more  effective  workforce  able  to  handle  anticipated  increases  in 
intake  without  a  proportionate  increase  in  staff.  The  plan  will  provide  for  a  multi- 
year  implementation  strategy  that  will  require  significant  funding.  NLRB 
employees,  from  top  managers  to  the  rank  and  file,  are  interested,  involved  and 
supportive  of  this  effort  to  improve,  with  appropriate  automation,  the  now  often 
time-consuming  task  of  handling  cases. 

In  addition,  the  NLRB  has  made  major  strides  in  the  past  several  years  in 
making  current  hardware  and  software  available  to  its  staff.  In  FY  1994,  over  $2 
million  was  spent  to  increase  our  personal  computer  inventory  and  replace  older, 
obsolete  computers.  Every  user  in  the  NLRB  is  now  equipped  with  a  PC, 
running  a  variety  of  applications  under  the  Windows®  interface.  We  are  in  the 
final  stages  of  connecting  Regional  Offices  with  Headquarters  and  with  each 
other  via  electronic  mail,  thereby  facilitating  communication  and  producing  a 
reduction  of  document-handling  costs. 

Further  improvements  are  necessary  to  move  to  a  nation-wide  network  of 
interconnected  equipment.  Where  we  have  not  kept  up  is  in  the  area  of  training. 
A  substantial  effort  is  required  to  ensure  that  our  staff  possess  the  knowledge 
necessary  to  make  proper  use  of  the  sophisticated  technology  now  available  and 
increasingly  essential  to  getting  work  done.    Therefore,  given  the  rapid  rate  of 
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evolution  of  technology,  ADP  training  must  be  ongoing,  institutionalized,  and 
integrated  into  the  NLRB's  ongoing  program. 

3.  Development  of  Performance  Measurements 

Consistent  with  the  requirements  of  the  Government  Performance  and 
Results  Act  (GPRA),  the  NLRB  is  engaged  in  the  process  of  refining  its 
performance  measurements.  The  NLRB  is  not  new  to  this  issue;  for  many  years, 
it  has  had  a  well-developed  set  of  criteria  designed  to  gauge  the  performance  of 
its  Regional  Offices,  where  90  percent  of  the  NLRB's  work  takes  place 

However,  while  the  Agency's  Case  Management  System  has  been 
identified  in  past  years  as  a  model,  it  is  recognized  that  the  Case  Management 
System,  which  is  output-based,  does  not  meet  the  requirements  of  the  GPRA  for 
outcome-based  measures.  Accordingly,  the  NLRB  has  begun  to  examine 
performance  measurement  from  the  GPRA  perspective.  The  General  Counsel, 
through  the  Labor-Management  Partnership,  has  determined  that  the  NLRB's 
existing  time  targets  and  performance  measures  should  be  re-assessed  in  order 
to  determine  what  kinds  of  outcomes  they  encourage  and  how  these  outcomes 
effectuate  the  purposes  of  the  National  Labor  Relations  Act. 

In  1994  the  five-member  Board  implemented  a  performance 
measurement  system  to  better  ensure  the  timely  issuance  of  decisions  by  the 
NLRB's  approximately  70  Administrative  Law  Judges  (ALJs).  (As  recently  as 
1981,  the  Board  had  117  ALJs.)  Under  one  pilot  effort  expected  to  be  completed 
in  May,  1995,  the  ALJs  will  be  expected  to  issue  their  decisions  within  60  days  of 
receipt  of  the  parties'  briefs  in  cases  where  the  transcript  is  500  pages  or  less.  If 
successful,  they  will  become  current  in  pending  cases.  Similar  time  goals  have 
been  established  for  cases  with  lengthier  transcripts.  These  goals  represent  a 
major  commitment  by  the  Board  to  the  reinvention  process  and  will  provide  the 
parties  to  our  cases  with  prompt  remedial  relief  necessary  for  stable  labor 
relations  in  our  country.  The  Board  has  also  adopted  measures  to  improve  its 
own  decisional  process  which  are  designed  to  reduce  the  time  required  to  issue 
Board  decisions. 

4.  Rulemaking  to  Reduce  Litigation  and  Simplify  Election  Procedures 

The  Board  is  exploring  several  areas  where  Board-adopted  rules  could 
avoid  or  reduce  costly  litigation  and  eliminate  unnecessary  delays  in  holding 
representation  elections.  On  June  2,  1994,  the  Board  requested  public  comment 
on  possible  rules  on  the  issue  of  appropriateness  of  requested  single  location 
bargaining  units  in  representation  cases  involving  initial  organizing.  This  issue 
has  been  litigated  extensively  for  many  years  and  may  be  ripe  for  the  adoption  of 
rules  by  the  Board  which  would  reduce  delays  caused  by  re-litigating  previously 
decided  issues.  This  would  expedite  the  election  process  and  reduce  costs  and 
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delays  for  the  NLRB  and  the  parties.  Public  comments  have  been  received  and 
are  being  reviewed  by  the  Board  at  the  present  time. 

Various  election  campaign  issues  such  as  the  ground  rules  for 
communication  with  employees  by  unions  and  employers  is  a  second  area  under 
consideration  for  Board  rulemaking.  Several  other  rule  proposals  for  expediting 
the  representation  process  are  under  consideration  by  an  internal  Board 
committee. 

5.  Administrative  Law  Judge  Procedures 

On  December  22,  1994,  the  NLRB  published  in  the  Federal  Register  a 
notice  of  a  one-year  experimental  modification  of  certain  rules  governing 
proceedings  before  ALJs,  designed  to  facilitate  the  expeditious  resolution  of 
unfair  labor  practice  proceedings.  The  experiment  commenced  on  February  1, 
1995. 

a.   Settlement  Judges 

Under  the  experiment,  the  NLRB's  Chief  Administrative  Law  Judge  will 
have  discretion  to  assign  a  judge  other  than  the  trial  judge  to  conduct  settlement 
negotiations  with  the  parties  and  to  give  the  settlement  judge  certain  powers 
necessary  to  engage  effectively  in  those  settlement  efforts. 

The  rules  require  the  assigning  judge  to  consider,  among  other  factors, 
the  likelihood  that  a  settlement  may  occur,  the  good  faith  of  any  person  making  a 
request  for  assignment  of  a  settlement  judge,  and  whether  the  assignment  is 
otherwise  feasible.  Among  the  factors  which  the  assigning  judge  may  consider 
would  be  the  effect  of  an  assignment  upon  agency  resources,  whether  the 
assignment  is  being  sought  for,  or  would  have  the  effect  of,  delaying  the 
proceeding,  and  whether  the  assignment  might  tend  to  undermine  other  pending 
settlement  efforts. 

The  preferred  method  of  conducting  settlement  conferences  is  to  have  the 
parties  or  their  representatives  attend  in  person,  since  such  conferences  are 
most  likely  to  prove  fruitful.  However,  the  rule  does  not  preclude  holding 
settlement  conferences  by  telephone  in  circumstances  in  which  personal 
attendance  at  the  conference  is  not  feasible. 

Discussions  between  the  parties  and  the  settlement  judge  are  to  be  held 
confidential  and  are  not  admissible  in  proceedings  before  the  Board  except  by 
stipulation  of  the  parties. 
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b.   Briefs,  Oral  Argument  and  Bench  Decisions 

This  experimental  modification  gives  the  Board's  ALJs  the  discretion,  in 
appropriate  cases,  to  dispense  with  post-hearing  briefs  or  proposed  findings  and 
conclusions,  to  hear  oral  argument,  and  to  issue  bench  decisions. 

Under  the  new  procedure,  an  administrative  law  judge  shall  have  the 
discretion  to  decide  whether  or  not  briefs  are  needed  in  any  case  before 
rendering  a  decision.  If  the  judge  decides  that  briefs  are  not  required,  the  parties 
are  to  be  given  the  opportunity  to  present  proposed  findings  and  conclusions, 
either  orally  or  in  writing,  as  well  as  oral  argument.  In  any  case  in  which  the 
judge  believes  that  written  briefs  or  proposed  findings  of  fact  and  conclusions 
may  not  be  necessary,  he  or  she  is  to  notify  the  parties  at  the  opening  of  the 
hearing  or  as  soon  thereafter  as  practicable,  in  order  to  alert  the  parties  to  the 
possibility  that  they  may  be  called  upon  to  present  their  positions  orally,  rather 
than  in  writing,  at  the  close  of  the  hearing. 

The  new  procedure  also  gives  administrative  law  judges  the  authority  to 
render  bench  decisions,  delivered  within  72  hours  after  conclusion  of  oral 
argument.  These  decisions,  like  any  other  decisions,  must  be  rendered  in 
conformity  with  the  provisions  of  the  Administrative  Procedure  Act. 

The  NLRB  is  mindful  that  many  cases  are  not  suitable  for  decision  from 
the  bench.  If  inappropriate  cases  were  selected  for  this  sort  of  summary 
disposition,  the  resulting  remands  could  delay  the  final  disposition  of  the  cases. 
On  the  other  hand,  if  administrative  law  judges  choose  the  cases  carefully,  the 
benefits  of  expediting  those  cases  would  outweigh  the  delays  in  the  few  cases 
where  the  procedure  is  improvidently  utilized. 

The  Board  has  not  tried  to  spell  out,  in  the  proposed  rules,  the 
circumstances  in  which  these  procedures  should  be  utilized.  Rather,  it 
anticipates  that  monitoring  experience  with  the  implementation  of  the  proposal  is 
the  best  way  to  refine  the  circumstances  for  which  the  procedures  are  best 
suited.  Nevertheless,  in  order  to  provide  some  guidance  in  the  initial  application 
of  these  rule  changes,  the  Board  suggests  that  cases  in  which  it  may  be 
appropriate  to  dispense  with  briefs  and/or  to  issue  bench  decisions  would 
include,  for  example:  a  case  that  turns  on  a  very  straightforward  credibility  issue; 
cases  involving  one-day  hearings;  cases  involving  a  well-established  legal  issue 
where  there  is  no  dispute  as  to  the  facts;  short  record  single-issue  cases;  or 
cases  in  which  a  party  defaults  by  not  appearing  at  the  hearing.  In  more 
complex  cases,  including  cases  with  lengthy  records,  utilizing  these  procedures 
could  create  situations  in  which  the  Board  or  the  reviewing  courts  might  find  it 
necessary  to  remand  a  case  for  more  thoughtful  consideration. 
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The  one-year  trial  period  for  the  use  of  settlement  judges  was  adopted 
unanimously  by  the  Board.  A  Board  majority  supported  the  one-year  experiment 
giving  Administrative  Law  Judges  the  discretion  to  dispense  with  briefs,  to  hear 
oral  argument  in  lieu  of  briefs  and  to  issue  bench  decisions.  Experience  under 
the  revised  procedures  will  be  evaluated  after  one  year,  and  the  revised 
procedures  will  either  be  made  permanent,  revised  or  terminated. 

6.  Acceleration  of  Representation  Cases 

The  NLRB  has  identified  as  a  priority  the  reduction  of  time  that  elapses 
between  the  filing  of  a  representation  petition  and  the  holding  of  an  election.  We 
have  come  to  recognize  that  delay  in  the  holding  of  elections  is  more  than  the 
deferral  of  an  election  outcome;  it  exacerbates  the  unresolved  conflict  between 
employees  and  management  over  a  critical  issue.  This,  in  turn,  adversely  affects 
employee  motivation  and  productivity.  Delay  also  reinforces  a  combative  "us 
against  them"  campaign  mentality  that  undermines  the  prospects  for  mutual  trust 
and  cooperation  necessary  for  successful  workplace  relationships.  The  effects 
of  delay  are  frequently  manifested  in  the  filing  of  unfair  labor  practice  allegations 
which  stem  from  the  antagonism  and  hostility  evidenced  in  campaign. 

The  initial  Fact  Finding  Report  of  the  bipartisan  Commission  on  the  Future 
Of  Worker  Management  Relations  (the  Dunlop  Commission)  addresses  the 
relationship  between  delay  in  resolving  questions  concerning  representation, 
frustration  of  the  statute,  and  the  loss  of  workplace  productivity.  The  Report 
states: 

Most  union  organizing  drives  in  the  United  States  today  are 
difficult  for  both  employees  and  management.  Though  the  number 
of  union  organizing  campaigns  is  small  compared  to  the  universe  of 
workplaces,  the  perceptions  generated  by  these  conflict  driven 
situations  pervade  the  broader  employee  and  management 
relationships  (page  65). 


There  does  not  exist  national  data  on  the  amount  of  resources 
spent  by  management  and  labor  in  fighting  NLRB  election 
campaigns,  but  most  participants  and  observers  assess  the  dollar 
and  human  cost  as  high  in  relation  to  the  extent  of  such  activity. 
Firms  spend  considerable  internal  resources  and  often  hire 
management  consulting  firms  to  defeat  unions  in  organizing 
campaigns  at  a  sizable  cost.  Unions  have  increased  the  resources 
going  to  organizing  and  spend  considerable  money  in  organizing 
campaigns.  Employees  who  want  representation  devote 
considerable  time  and  effort  to  this  activity  (page  74). 
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At  the  present  time,  a  party  that  wants  to  undermine  the  expression  of 
employee  free  choice  in  an  election  campaign  can  utilize  Board  procedures  to  do 
so.  Parties  intent  on  delay  can  insist  on  a  hearing,  prolong  it  with  insubstantial 
issues,  and  be  assured  that  the  more  difficult  it  has  made  the  resolution  of 
issues,  the  greater  the  delay  in  issuing  the  decision,  and  therefore,  the  longer  the 
election  is  delayed.  Through  merely  exercising  available  procedures,  the  party 
can  safely  assume  that  it  will  take  the  region  a  minimum  of  3  months  and 
possibly  6  months  to  resolve  R-case  issues.  If  the  Board  reviews  the  matter,  the 
case  can  take  substantially  longer  before  the  question  of  representation  is 
resolved. 

To  address  these  concerns,  the  General  Counsel,  in  the  exercise  of  his 
general  supervision  of  the  Regional  Offices,  has  modified  several  regional 
performance  goals.  These  changes  include: 

.  The  holding  of  all  agreed-upon  elections  typically  within  6-7 
weeks  of  the  filing  of  a  petition,  rather  than  in  a  median  time  of 
50  days. 

.  In  cases  where  hearing  is  warranted,  the  holding  of  a  prompt 
hearing,  typically  within  14-17  days  from  the  filing  of  a  petition, 
and  the  prompt  development  of  a  complete  record  to  permit  the 
timely  resolution  of  the  issues. 

•  In  cases  where  a  pre-election  hearing  is  held,  the  issuance  of  a 
Regional  Director's  decision,  in  all  but  the  most  exceptional  of 
cases,  within  45  days  from  filing  of  the  petition,  rather  than  a 
median  time  of  45  days. 

•  For  those  cases  involving  post-election  issues,  quick 
identification  of  those  issues  requiring  hearing;  prompt 
conclusion  of  the  hearing;  and  steps  to  ensure  that  ail  post- 
hearing  decisions  issue  within  95  days  from  the  election,  rather 
than  a  median  time  of  95  days. 

•  Finally,  after  Board  certification  of  a  union's  election  victory,  to 
expedite  the  resolution  of  the  unfair  labor  practice  cases  (which, 
under  the  Act,  is  the  employer's  vehicle  for  obtaining  judicial 
review  of  the  certification). 

Such  changes  cannot  be  implemented  under  existing  staffing  levels 
without  the  risk  of  a  substantial  backlog  of  other  matters.  The  intensive  effort 
required  to  keep  all  such  cases  on  track  under  the  fairly  stringent  time  objectives 
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that  have  been  set  will  require,  at  least  at  the  outset,  considerable  staff 
resources. 

7.   Section  10(j)  Injunctions 

Section  10(j)  of  the  Act  authorizes  the  Board  to  seek  injunctive  relief  in 
U.S.  District  Courts  in  situations  where,  due  to  the  passage  of  time,  the  normal 
processes  of  this  Agency  will  not  provide  an  effective  remedy.  A  district  court 
acting  under  §10(j)  typically  directs  the  respondent  union  or  employer  to  cease 
and  desist  from  unlawful  conduct  and  to  take  certain  affirmative  action,  such  as 
offering  reinstatement  to  unlawfully  discharged  employees  or  limiting  the  number 
of  participants  on  a  picket  line. 

The  NLRB  has  taken  steps  to  promote  the  use  by  the  Regions  of  interim 
injunctive  relief  under  §10(j)  of  the  Act  to  its  full  potential,  by  early  identification  of 
those  cases  which  are  potentially  appropriate  vehicles  for  §10(j)  injuctive  relief, 
and  the  expedited  investigation  and  administrative  determination  of  those  cases. 
The  effective  pursuit  of  §10(j)  relief  maximizes  the  potential  for  prompt  resolution 
of  ULP  cases  and  for  the  swift  vindication  of  statutory  rights,  the  reason  for  this 
Agency's  existence.  We  have  already  seen  that  the  increased  filing  of  §10(j) 
cases  has  been  highly  successful,  and  our  win/loss  ratio  despite  the  substantial 
increases  in  volume  cases,  has  remained  near  historical  levels. 

VI.  FY  1995  PROJECTIONS 

A.  Staffing 

The  NLRB's  FTE  total  will  decrease  from  an  actual  level  of  2,063  in 
FY  1994  to  a  ceiling  of  2,054  in  FY  1995.  As  described  below,  FTE  reductions 
will  be  accomplished  through  voluntary  buyouts  at  headquarters  and  early 
retirements  Agency-wide.  FTE  that  become  available  by  attrition  are  being 
shifted  to  the  Field  whenever  possible.  The  Division  of  Administration  in 
Headquarters  will  continue  to  downsize — the  only  exception  being  the 
Management  and  Information  Services  Branch,  charged  with  management  of  the 
NLRB's  automation  program. 


B.  Caseload 

Case  intake  for  FY  1994  was  41,823.  A  2.1  percent  increase  in  case 
intake  is  projected  for  FY  1995,  or  107  additional  C  cases  and  761  additional  R 
cases.  Through  the  first  two  months  of  FY  1995,  representation  case  intake  was 
over  five  percent  higher  than  the  previous  year.  At  the  end  of  December  1994, 
4,518  ULP  situations  were  pending  preliminary  investigation,  an  increase  of  over 
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25  percent  from  only  twelve  months  before.  Assuming  a  productivity  increase  of 
two  percent  and  continuation  of  the  92.3  percent  settlement  and  83.4  election 
agreement  rates  achieved  in  FY  1994,  we  project  that  6,750  situations  will  be 
awaiting  investigation  at  the  end  of  FY  1995.  Consequently,  whereas  the  current 
Agency  standard  for  completing  investigations  is  30  days  from  the  filing  of  a 
charge,  it  will  take  approximately  70  days  just  to  begin  the  investigation  of  a 
newly-filed  charge  as  of  the  end  of  FY  1995. 

C.  Projects/Initiatives 

1.   Streamlining 

As  part  of  its  effort  to  meet  streamlining  objectives,  the  NLRB  has  offered 
buyouts  (Voluntary  Separation  Incentive  Payments)  to  headquarters  employees. 
A  total  of  20  employees,  including  15  in  the  Division  of  Administration,  accepted 
buyout  offers.  Furthermore,  an  NLRB-wide  early  retirement  program  has  been 
offered  to  employees,  the  results  of  which  are  not  known  as  of  this  writing,  but  it 
is  anticipated  that  substantially  more  employees  will  take  advantage  of  the  early 
out  offer,  thereby  allowing  us  to  better  shape  our  workforce-paring  areas  where 
needed  and  directing  additional  resources  to  the  areas  most  in  need.  The 
purpose  of  both  programs  was  to  reduce  employment  in  headquarters  as  well  as 
to  reduce  the  number  of  supervisory  and  managerial  positions,  thus  making 
resources  available  for  redistribution  to  Regional  Offices.  Furthermore,  in  an 
effort  to  streamline  headquarters  oversight  of  Regional  Offices,  the  number  of 
regional  districts  was  reduced  from  five  to  four. 


2.  ADP 

In  FY  1995,  installation  of  local  area  networks  and  electronic  mail  in  all 
Regional  Offices  will  be  completed  by  mid-year.  Headquarters  employees  will  be 
able  to  electronically  access  Board  Decisions,  Legal  Research  indexes  and 
scopes,  Advice  memoranda,  Contempt  documents,  CD  ROM  subscription 
services  and  external  legal  research  databases.  Some  of  these  databases  may 
be  extended  to  Regional  Offices.  Public  access  to  Board  decisions  and  news 
releases  will  be  made  available  through  electronic  bulletin  boards  of  the 
Government  Printing  Office  and  Department  of  Commerce.  The  requirements 
analysis  of  CATS,  the  system  being  designed  to  integrate  the  tracking  and 
management  of  the  NLRB's  caseload,  will  be  completed  and  software 
development  will  have  begun.  By  year's  end,  a  Wide  Area  Network,  servers,  and 
upgrade  of  regional  networks  to  Ethernet  will  be  acquired. 
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3.  Performance  Measurement 

The  NLRB  for  over  30  years  has  maintained  a  performance  measurement 
system  with  established  goals  for  timely  delivery  of  service  to  the  public.  While 
goals  set  for  the  early  stages  of  the  case  handling  pipeline  were  normally  met 
through  controls  exercised  by  the  NLRB,  time  goals  for  the  formal  stages  have 
proven  more  difficult  to  attain.  The  effectiveness  of  actions  and  remedies  have 
not  been  measured. 

In  an  effort  to  comply  with  the  Government  Performance  and  Results  Act, 
the  NLRB  through  its  Labor-Management  Partnership  Committee  has 
commenced  to  redefine  performance  measurement  at  every  practical  level  within 
the  NLRB  in  order  to  develop  indicators  which  measure  its  effectiveness  in 
accomplishing  its  mission.  The  NLRB  anticipates  bringing  this  process  to  closure 
in  FY  1995. 

4.  Work  Schedule  Adaptation 

The  NLRB  is  committed  to  complying  with  the  President's  directive  that  a 
more  "family-friendly"  workplace  be  created  by  expanding  opportunities  for 
federal  workers  to  participate  in  flexible  work  arrangements.  Consistent  with  the 
President's  directive,  we  are  evaluating  the  potential  impact  that  such 
arrangements  could  have  on  cost  savings  and  our  ability  to  fully  and  efficiently 
serve  the  public;  developing  Agency  criteria  to  determine  which  employees  could 
participate  in  such  arrangements;  and  identifying  any  barriers  that  may  exist  to 
the  implementation  of  such  programs. 

5.  Review  Of  Clerical  Function  And  Compensation 

The  advent  of  automation,  as  well  as  other  workplace  change,  is  gradually 
redefining  the  clerical  employee's  function  throughout  the  NLRB.  Under  such 
circumstances,  reexamination  of  the  role  of  the  clerical/administrative  employee 
in  the  NLRB's  work  is  a  high  priority.  In  an  effort  to  improve  the  career 
opportunities  and  working  environment  of  this  integral  portion  of  our  workforce, 
the  NLRB's  Labor-Management  Partnership  Committee  will  undertake  an 
examination  of  such  issues  as:  the  appropriate  scope  of  clerical  responsibilities, 
training,  compensation,  and  upward  mobility  (including  bridge  programs)  for 
clerical/administrative  support  employees. 


VII.  JUSTIFICATION  OF  FY  1996  BUDGET  REQUEST 

As  we  have  shown,  the  NLRB  is  undertaking  a  broad-ranging  program  of 
reinvention,  through  which  we  expect  to  be  able  to  more  effectively  and 
efficiently  carry  out  our  statutory  mission.  Additional  requested  funding  will  permit 


23 


80 


VII.  JUSTIFICATION  OF  FY  1996  BUDGET  REQUEST 

As  we  have  shown,  the  NLRB  is  undertaking  a  broad-ranging  program  of 
reinvention,  through  which  we  expect  to  be  able  to  more  effectively  and 
efficiently  carry  out  our  statutory  mission.  Additional  requested  funding  will  permit 
the  hiring  of  an  average  of  approximately  2  additional  FTE  per  Regional  Office. 
We  believe  that  these  additional  FTE,  when  combined  with  our  automation  and 
other  streamlining  initiatives,  will  enable  us  to  make  substantial  progress  in 
controlling  our  backlogs  and  providing  the  prompt  resolution  of  workplace 
disputes  that  today's  economy  demands. 

A.  Projected  Backlogs 

Our  backlog  projections  are  derived  at  the  outset  from  predictions  of  initial 
case  intake  at  the  Regional  Office  level.  A  4.8  percent  increase  in  case  intake  is 
projected  for  FY  1996.  Based  on  an  assumed  productivity  increase  of  three 
percent  and  continuation  of  the  92.3  percent  settlement  and  83.4  election 
agreement  rates  achieved  in  FY  1994,  we  project  that,  as  of  October  1,  1996, 
there  will  be  6,750  ULP  situations  pending  initial  investigation.  The  increased 
productivity  is  also  the  result  of  the  NLRB's  efforts  to  streamline  and  reinvent 
itself. 

The  requested  FTE  will  allow  the  regional  staff  to  handle  approximately 
3,000  additional  charges  filed  and  at  a  minimum  keep  cases  pending 
investigation  at  the  same  level  as  in  1995,  6,750.  Whereas  we  consider 
approximately  30  days  inventory  of  work,  or  2,900  pending  cases,  to  be 
acceptable,  with  a  backlog  6,750,  it  would  take  approximately  69.8  days  for  a 
charging  party  to  receive  an  initial  disposition. 

B.  ADP  Initiatives 

The  NLRB  is  requesting  $1,830,000  for  further  development  of  CATS, 
including  networking  our  resident  and  subregional  offices  and  achieving 
complete  nationwide  electronic  connectivity  and  document  sharing  capability; 
and  the  testing,  installation  and  training  for  the  case  tracking  and  management 
functions.  Integration  of  this  system  into  the  front-line  work  environment  will  not 
only  reduce  the  burden  of  Regional  Office  data  input,  but  will  summarize 
workload  needed  by  all  staff  for  day-to-day  case  management.  Case  handling 
forms  will  be  automated  to  save  staff  time  required  for  completion  as  well  as 
office  space.  Furthermore,  Board  Decisions,  Advice,  and  Contempt  databases 
will  be  extended  to  additional  Regional  Offices  and  the  Division  of  Judges  so  that 
all  attorneys  and  Board  agents  will  be  able  to  electronically  search  and  access 
legal  research  documents. 
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C.  Summary 


In  sum,  $7,555,000  in  built-in,  program  and  one-time  increases  in 
FY  1996  will  be  offset  by  $2,468,000  in  decreases.  This  will  result  in  a  net 
increase  of  $5,087,000  from  FY  1995. 

VIII.  CONCLUSION 

The  critical  role  of  the  NLRB  in  contributing  to  economic  stability  and 
facilitating  the  unimpeded  flow  of  commerce  is  the  fundamental  justification  for 
this  request  now  before  the  Congress.  We  believe  the  high  degree  of  public 
trust  which  the  NLRB  has  earned  over  the  last  60  years  has  not  been  misplaced. 
The  President's  Budget  for  FY  1996  will  enable  the  NLRB  to  fulfill  its 
responsibilities  in  the  spirit  of  its  continuing  dedication  and  commitment. 

The  National  Labor  Relations  Board  respectfully  requests  favorable 
consideration  by  the  Congress  of  this  Fiscal  Year  1996  request. 
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APPROPRIATIONS  LANGUAGE  AND 
AUTHORIZING  LEGISLATION 


NATIONAL  LABOR  RELATIONS  BOARD 

SALARIES  AND  EXPENSES 

For  expenses  necessary  for  the  National  Labor  Relations  Board  to 
carry  out  the  functions  vested  in  it  by  the  Labor-Management  Relations 
Act,  1947,  as  amended  (29  U.S.C.  141-167),  and  other  laws, 
[$176,047,000]  S181.1 34,000:  Provided.  That  no  part  of  this 
appropriation  shall  be  available  to  organize  or  assist  in  organizing 
agricultural  laborers  or  used  in  connection  with  investigations,  hearings, 
directives,  or  orders  concerning  bargaining  units  composed  of 
agricultural  laborers  as  referred  to  in  section  2(3)  of  the  Act  of  July  5, 
1935  (29  U.S.C.  152),  and  as  amended  by  the  Labor-Management 
Relations  Act,  1947,  as  amended,  and  as  defined  in  section  3(0  of  the 
Act  of  June  25,  1938  (29  U.S.C.  203),  and  including  in  said  definition 
employees  engaged  in  the  maintenance  and  operation  of  ditches,  canals, 
resevoirs,  and  waterways  when  maintained  or  operated  on  a  mutual, 
nonp:ofit  basis  and  at  least  95  per  centum  of  the  water  stored  or  supplied 
thereby  is  used  for  farming  purposes.  (Departments  of  Labor,  Health 
and  Human  Services.  Education,  and  Related  Agencies  Appropriations 
Act.  1995) 


The  National  Labor  Relations  Board  is  permanently  authorized  under  the 
National  Labor  Relations  Act  of  1935  (29  U.S.C.  167)  as  amended. 
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Appropriation 

Total  Budget  Authority 


NATIONAL  LABOR  RELATIONS  BOARD 
BUDGET  AUTHORITY 

(in  thousands  of  dollars) 


$170,914 
$170,955 


$176,047 
$176,097 


$181,134 
$181,164 


Budget  Authority  by  Activities 

(in  thousands  of  dollars) 


FY  1994 

FY  1995 

FY  1996 

DIFFERENCE 

EIE 

AMOUNT 

EIE 

AMOUNT 

EIE 

AMOUNT 

EIE 

AMOUNT 

Field  Investigation 

1.600 

$132,699 

1.594 

$136,613 

1,642 

$140,561 

48 

$3,948 

Administrative  Law 
Judge  Hearing 

173 

$14,280 

172 

$14,788 

177 

$15,215 

5 

$427 

Board  Adjudication 

194 

$15,995 

193 

$16,548 

199 

$17,026 

6 

$478 

Securing  Compliance 
with  Board  Order 

89 

$7,438 

88 

$7,570 

91 

$7,789 

3 

$219 

Internal  Review 

7 

$502 

7 

$528 

7 

$543 

0 

$15 

Subtotal,  Direct  Budget  Authority 

2JJ63 

$170.914 

2J154. 

$176047 

2.116 

$181.134 

62 

$5.133 

Reimbursables 

$41 

$50 

$30 

($20 

Total  Budget  Authority 

2.063 

$170.955 

2.054 

$176.097 

2.116 

$181.164 

62 

$5.067 

Lapsed  Balance  in  Prior  Year 

$360 
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NATIONAL  LABOR  RELATIONS  BOARD 

SUMMARY  OF  CHANGES 
(in  thousands  of  dollars) 


1995  Appropriation 

$176,047 

1996  Request 

$181,134 

Net  Change 

$5,087 
Change 

Base 

From  Base 

INCREASES: 

A.        Built-in 

1.  Annualization  of  1995  Promotions 

and  Within-Grade  Increases  ' 

$423 

2.  Cost  of  1996  Promotions  and 

Within-Grade  Increases 

$588 

3.  Annualization  of  1995  Federal 

Pay  Increases 

$1,056 

4.  Space  Rent 

$20,280 

$714 

5.  Health  Services 

$360 

$41 

6.  Extra  Day 

$157 

Subtotal,  Built-in  Increases 


$20.640  $2.979 


B.        Program 


1.FTE 

$135,573 

$3,274 

2.  Communications 

$3,469 

$9 

3.  Employee  Relocation 

$357 

$152 

4.  Training  Program 

$360 

$54 

5.  Furniture  and  Equipment 

$340 

$106 

Subtotal,  Program  Increases 

$140,099 

$3,595 

One-Time 

1 .  Cash  Awards 

$1,161 

$47 

2.  Printing 

$415 

$35 

3.  Federal  Employees  Compensation 

$479 

$57 

4.  Travel 

$3,411 

$219 

5.  Reporting 

$1,245 

$66 

6.  Supplies  and  Subscriptions 

$793 

$365 

7.  Rentals 

$486 

$192 

Subtotal,  One-Time  Increases 

$7,990 

$981 

Total,  Increases 

$168,729 

$7,555 
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NATIONAL  LABOR  RELATIONS  BOARD 

SUMMARY  OF  CHANGES 
(in  thousands  of  dollars) 


cont'd 


DECREASES: 
D.        Program 


1 .  Computer  HW/SW  and  Services  $4,951  ($2,036) 

Subtotal,  Built-in  Decreases  $4.951  ($2.036) 
One-Time 

1.  Full  Field  Investigations  $151  ($4) 

2.  Maintenance  and  Miscellaneous  $1,863  ($320) 
3  Guard  Service  $153  ($8) 
4.  Repairs  and  Alterations  $200  ($100) 

Subtotal,  One-Time  Decreases  $2.367  ($432) 

Total,  Decreases  $7,318  ($2,468) 

Net  Change  $176,047  $5,087 
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NATIONAL  LABOR  RELATIONS  BOARD 

BUDGET  AUTHORITY  BY  OBJECT  CLASS 

(in  thousands  of  dollars) 


Personnel  Compensation: 
Full-time  Permanent 

Other  Than  Full-time  Permanent 

Other  Personnel  Compensation 

Special  Personal  Services  Payments 

Subtotal  Personnel  Compensation 

Civilian  Personnel  Benefits 

Benefits  for  Former  Personnel 

Travel  and  Transportation  of  Persons 

Transportation  of  Things 

Rental  Payments  to  GSA 

Rent,  Communications,  and  Utilities 

Printing  and  Reproduction 

Consulting  Services 

Other  Services 

Goods  &  Services  from  Govt.  Accts. 

Supplies  and  Materials 

Furniture  and  Equipment 

Insurance  Claims  and  Indemnities 
Subtotal,  Direct  Budget  Authority 

Reimbursables 

Total  Budget  Authority  (gross) 
i  in  Prior  Year 


FY  1994 

FY  1995 

FY  1996 

CHANGE    i 

ACTUAL 

ESTIMATE 

REQUEST 

108,443 

110,959 

115,012 

4,053 

3,237 

3,346 

3,435 

89 

1.816 

1,758 

1,654 

(104) 

12S 

131 

131 

0 

113.624 

116.194 

120.232 

4.038 

19,671 

20,489 

21,500 

1,011 

180 

530 

0 

(530) 

3,234 

3,398 

3.750 

352 

92 

135 

150 

15 

20,239 

20,280 

20,994 

714 

3.521 

3,977 

4,200 

223 

256 

415 

450 

35 

5 

75 

50 

(25) 

4,670 

7,288 

4,450 

(2,838) 

921 

1,000 

1,000 

0 

1,296 

823 

1.218 

395 

3,112 

1,303 

3,000 

1,697 

93 

140 

140 

0 

170.914 

176.047 

181,134 

5.087 

41 

50 

30 

(20) 

1 70.955 

176.097 

181.164 

5.067 
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NATIONAL  LABOR  RELATIONS  BOARD 
DETAIL  OF  FULL-TIME  EQUIVALENT  EMPLOYMENT 

1994  1995  1996 

ACTUAL   ESTIMATE  REQUEST 


Executive  Level  I 

0 

0 

0 

Executive  Level  II 

0 

0 

0 

Executive  Level  III 

1 

1 

1 

Executive  Level  IV 

4 

5 

5 

Executive  Level  V 

0 

0 

0 

Subtotal 

5 

6 

6 

ES-6 

3 

3 

3 

ES-5 

43 

43 

42 

ES-4 

14 

13 

12 

ES-3 

1 

2 

1 

ES-2 

1 

1 

1 

ES-1 

0 

0 

0 

Subtotal 

62 

62 

59 

AL-1 

0 

1 

1 

AL-2 

5 

5 

5 

AL-3 

68 

64 

64 

Subtotal 

73 

70 

70 

GS/GM-15 

179 

180 

182 

GS/GM-14 

348 

345 

364 

GS/GM-13 

480 

481 

502 

GS-12 

182 

196 

219 

GS-11 

67 

58 

59 

GS-10 

6 

8 

7 

GS-9 

47 

45 

45 

GS-8 

37 

40 

40 

GS-7 

123 

120 

121 

GS-6 

219 

218 

219 

GS-5 

200 

191 

191 

GS-4 

30 

29 

28 

GS-3 

6 

5 

4 

GS-2 

0 

0 

0 

GS-1 

0 

0 

0 

Subtotal 

1,924 

1,916 

1,981 

Total  Full-time  Permanent 

Employment,  End-of-Year 

2,010 

2,001 

2,062 

Full-time  Equivalent  Usage 

2,063 

2,054 

2,116 

Average  ES  Level 

4.75 

4.73 

4.76 

Average  ES  Salary 

$116,382 

$116,757 

$116,852 

Average  AL  Level 

2.92 

2.90 

2.90 

Average  AL  Salary 

$109,310 

$107,636 

$107,636 

Average  GS/GM  Grade 

10.82 

10.86 

10.94 

Average  GS/GM  Salary 

$49,552 

$50,398 

$50,775 
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NATIONAL  LABOR  RELATIONS  BOARD 
AMOUNTS  AVAILABLE  FOR  OBLIGATION 
(in  thousands  of  dollars) 


J    FY  1994    I 
!  ACTUAL 

!    FY  1995 
ESTIMATE ! 

FY  1996 
REQUEST 

Appropriation 

171,274 

176,047 

181,134 

Appropriation  (total) 

171,274 

176,047 

181,134 

Spending  authority  from  offsetting 
collections 
Lapsed  Balance  in  Prior  Year 

41 
-360 

50  * 

30 

Total  Obligations 

170.955 

176,097 

181,164 

*  Administrative  Law  Judge  Loan  Program,  Fitness  Center  and  Jury  Fees 
**  Fitness  Center  and  Jury  Fees 
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NATIONAL  LABOR  RELATIONS  BOARD 

Appropriation  History 


Year 

Estimate 
to  Congress 

1963  1   $21,029,000 

1964 1   $23,060,000 

1965 ;   $26,407,500 

1966!   $28,713,100 

1967    $31,030,000 

1968    $32,288,000 

1969    $35,474,000 

1970 

$39,038,950 

1971 

$40,327,000 

1972 

$48,468,000 

1973  j   $50,456,000 

1974  I   $56,057,000 

1975,   $63,089,000 

1976 !   $70,330,000 

TQ  !   $17,799,000 

1977:   $81,336,000 

1978  i   $92,508,000 

1979 !  $103,012,000 

1980   $113,873,000 

1981 

$119,548,000 

1982 

$128,336,000 

1983   $133,000,000 

1984   $134,158,000 

1985!  $137,964,000 

5/ 

1986:  $130,895,000 

6/ 

1987  1  $130,865,000 

1988!  $141,580,000 

1989 

$138,647,000 

1990 

$140,111,000 

1991 

$151,103,000 

1992  |  $162,000,000 

1993 1  $172,905,000 

1994  1  $171,274,000 

1995   $174,700,000 

1996   $181,134,000 

House 
Allowance 


Senate 
Allowance 


Appropriation 
or  Continuing 
Authorization 


$21,029,000 

$21,029,000 

$21,029,000 

$22,060,000 

$22,560,000 

$22,460,000 

$25,157,500 

$26,407,500 

$26,157,000 

$28,713,100 
$31,030,000 

$28,713,100 

$28,713,100 
$31,030,000 

$31,030,000 

$32,288,000 

$32,288,000 

$32,288,000 

$35,474,000 

$35,474,000 

$35,474,000 

$39,038,950 

$39,038,950 

$39,038,950 

$41,827,000 

$41,827,000 

$41,827,000 

$48,468,000 

$48,468,000 

$48,468,000 

$50,456,000 

$50,456,000 

$50,456,000 

$56,057,000 

$56,057,000 

$56,057,000 
$62,669,000 
$69,597,000 

$62,669,000 

$62,669,000 

$69,292,000 

$69,902,000 

$17,517,000 

$17,670,000 

$17,593,000  i 

$80,908,000 

$81,336,000 

$80,908,000  | 

$92,508,000 

$92,508,000  j 

$102,762,000 

$102,762,000 

j  $102,762,000  - 

$112,261,000 

1/ 

$112,261,000 

1/   $112,261,00011/ 

$119,548,000 

$119,548,000 

$118,488,000  21 

$125,959,000 
$126,045,000 

$120,000,000 

$117,600,000  3J 

$126,045,000 

$126,045,000 

$133,594,000 

$134,158,000 

$133,594,000  4/ 

$137,964,000 
$134,854,000 
$132,247,000 
$139,019,000 
$138,647,000 
$140,111,000 
$151,103,000 

$137,964,000 

$134,854,000 

$129,055,000 

11 

$132,247,000 

$132,247,000 

$139,019,000 

$133,097,000 

8/ 
9/ 

$138,647,000 

$136,983,000 

$140,111,000 

$140,111,000 

$151,103,000 

$151,103,000 

10/ 

$162,000,000 

$162,000,000 

$162,000,000 

$171,176,000 

$171,176,000 

$171,176,000 

11/ 

$171,274,000 

$171,274,000 

$171,274,000 

$173,388,000 

$176,047,000 

$176,047,000 

m 


iL/ 


Net  $356,000  rescinded  (by  PL.  96-304)  for  purchase  of  furniture. 

Rescission  of  $1,060,000  by  PL.  97-12. 

Total  amount  available  under  Continuing  Resolutions  for  FY  1982. 

Amount  authorized  under  PL.  98-139. 

A  rescission  of  $1 ,070,000  was  submitted,  but  not  enacted. 

Amount  included  $3,959,000  for  5%  Federal  employee  pay  reduction. 

Reflects  $5,799,000  reduction  pursuant  to  PL.  99-177 

This  amount  was  subsequently  reduced  by  $641 ,000  for  an  across-the-board 

appropriation  travel  reduction. 
An  amendment  to  the  Appropriation  Bill  (P.L.  100-436)  reduced  all 

discretionary  programs  by  1.2%. 
An  amendment  to  the  Appropriation  Bill  (P.L.  101-517)  reduced  all 

discretionary  programs  by  2.41%;  therefore,  FY  1991  available  funding 

was  $147,461,000. 
This  amount  was  reduced  to  $169,807,000  due  to  a  0  8%  across-the-board 

reduction  in  conference. 
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STAFFING  HISTORY 

TOTAL  FULL  TIME  EQUIVALENT  (FTE) 


3    2865 


3  2 

2 


2421 

2256 

2271 

2273 

2227 

2138 

2123 

2085 

2063 

2054 

1981  1982  1983  1984  1985  1986  1987  1988  1989  1990  1991  1992  1993  1994  1995  1996* 


Request! 
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CONGRESSIONAL  DIRECTIVES 


None. 
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MAJOR  WORKLOAD  AND  OUTPUT  DATA 


FY  1994 

FY  1995 

FY  1996 

ACTUAL 

ESTIMATE 

REQUEST 

Regional  Offices: 

Unfair  Labor  Practice  (ULP)  Cases 

Situations  Pending  Preliminary 

Investigation  at  Start  of  Year 

3,858 

4,794 

6,750 

Case  Intake  During  Year 

35.703 

35,810 

37,508 

Consolidation  of  Dispositions 

5.418 

3,255 

3,410 

Total  ULP  Proceedings 

30,060 

30,599 

34,098 

Situations  Pending  Preliminary 

Investigation  at  End  of  Year 

4,794 

6,750 

6,750 

Representation  Cases 

Case  Intake  During  Year  6,120*  6,881 

Dispositions  6348  *  6,290 

Regional  Directors  Decisions  874  886 

*  Actual  figures  for  FY  1994  are  preliminary  and  still  being  reconciled 

2)  Administrative  Law  Judges: 


7.245 
6.991 
1043 


Hearings  Pending  at  Start  of  Year 

Hearings  Closed 

Hearings  Pending  at  End  of  Year 

Adjustments  After  Hearings  Closed 

Decisions  Pending  at  Start  of  Year 

Decisions  Issued 

Decisions  Pending  at  End  of  Year 

3)  Board  Adjudication: 

Contested  Board  Decisions  Issued 


1,487 

1,429 

1,429 

531 

496 

506 

1,429 

1,429 

1,429 

7 

24 

24 

203 

216 

216 

523 

464 

478 

216 

216 

212 

Representation  Election  Cases 
Decisions  Issued 
Objection  Rulings 

4)  General  Counsel  -  Washington: 

Advice  Pending  at  Start  of  Year 
Advice  Cases  Received  During  Year 
Advice  Disposed 
Advice  Pending  at  End  of  Year 

Injunction  Litigation  Pending  at  Start  of  Year 
Injunction  Litigation  Received  During  Year 
Injunction  Litigation  Disposed 
Injunction  Litigation  Pending  at  End  of  Year 

Appeals  Pending  at  Start  of  Year 
Appeals  Received  During  Year 
Appeals  Disposed 
Appeals  Pending  at  End  of  Year 

Enforcement  Cases  Pending  at  Start  of  Year 
Enforcement  Cases  Received  Dunng  Year 
Enforcement  Briefs  Filed 
Enforcement  Cases  Dropped  or  Settled 
Enforcement  Cases  Pending  at  Start  of  Year 


55 

64 

67 

141 

120 

152 

44 

62 

60 

561 

581 

606 

543 

583 

606 

62 

60 

60 

12 

42 

42 

240 

240 

300 

210 

240 

300 

42 

42 

42 

359 

525 

702 

3,698 

3,777 

3,972 

3.532 

3,600 

3,800 

525 

702 

874 

511 

507 

482 

218 

253 

226 

113 

158 

181 

109 

120 

144 

507 

482 

383 
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BOARD  MEMBERS  AND  GENERAL  COUNSEL 

Term        Compensation 
Appointed     Expiration        Prior  Year 


William  B.  Gould  IV 
Chairman 

James  M.  Stephens 
Member 

Margaret  A.  Browning 
Member 

Charles  I.  Cohen 
Member 

John  C.  Truesdale 
Member 

Fred  Feinstein 

General  Counsel 


03/03/94         08/27/98  $123,100 

11/01/85         08/27/95  $115,700 

03/03/94         12/16/97  $115,700 

03/03/94         08/27/96  $115,700 

12/27/94  Recess  appt.  $115,700 

03/03/94         03/02/98  $115,700 
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SCHEDULE  OF  ADVISORY  AND  ASSISTANCE  SERVICES 

NATIONAL  LABOR  RELATIONS  BOARD 

(in  thousands  of  dollars) 


Account  Title  and  Symbol  1994  1995  1996 

Actual  Est  Est 

Salaries  and  Expenses: 
Account  No.  31  -39-01 00-0-1  -505-A 

I.  Contractual  Services 

Individual  Experts  &  Consultants 

Studies,  Analyses,  &  Evaluations 

Management  &  Professional 
Support  Services  5  75  50 

Engineering  &  Technical  Services 

Subtotal  5  75  50 


Personnel  Appointments 
.  Advisory  Committees 


Totals  5  75  50 


100 
EXHIBITS 

These  exhibits  provide,  in  concise  form,  outlines  of  the  types  of 
cases  arising  under  the  Labor  Management  Relations  Act  and  the 
basic  procedures  in  the  processing  of  these  cases  within  the  Agency 
and  the  Courts. 

A.  Explanation  of  Types  of  Cases 

B.  Outline  of  Representation  Procedures  Under  Section  9(c) 

C.  Basic  Procedures  in  Cases  Involving  Charges  of  Unfair  Labor 

Practice 

D.  National  Labor  Relations  Board  Enforcement  Chart 
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EXHIBIT  A 
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Exhibit  B 
OUTLINE  OF  REPRESENTATION  PROCEDURES  UNDER  SECTION  9(c) 
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Exhibit  C 


NATIONAL  LABOR  RELATIONS  BOARD 

BASIC  PROCEDURES  IN  CASES  INVOLVING 
CHARGES  OF  UNFAIR  LABOR  PRACTICES 


CHARGE 


INJUNCTION 


lor  temporary  r 


INVESTIGATION 

□  •rector    determines 


INJUNCTION 

General     Counsel    may    with 

Board 

approval  ask  district  court  for  te 

restraining  order  atler  complaint 

s  issued 

m   certain  serious  unfair  labor 

practice 

cases 

COMPLAINT  AND  ANSWER 


egionai  Director  issues  complair 
Dtice  of  hearing  Respondent  Mesa 
10  days 


WITHDRAWAL  •  REFUSAL  TO 
ISSUE  COMPLAINT  ■  SETTLEMENT 

Charge  may  with  Agency  approval  oe 
withdrawn  Before  or  after  complaint  is 
issued  Regional  Director  may  refuse  to 
issue  a  complaint  refusal  Idismissai  of 
mjv    t>«    appealed    to    General 


ttel.;Setl 


ol 


nay 


before   or   after   issuance   ol 

compiamt 

(informal  settlement  agreemen 

subiect  to 

approval    of    Regional    Direc 

or     formal 

settlement    agreement 

■«ecufed 

simultaneously  with  or  alter  i 

suance  of 

complaint,  subieci  fo  approva 

of  Board) 

A    formal    settlement    agree 
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provide  lor  entry  of  the  Board 

order  and 

may  provide  for  a  judgment  fro 

■n  the  court 

of  appeals  enforcing  the  Board  s  order 

HEARING  AND  DECISION 

Administrative  Law  Judge  presides  over  a 
trial  and  files  a  decision  recommending 
either  (1)  order  to  cease  and  desist  from 
unfair  labor  practice  and  affirmative  relief 
or  (2|  dismissal  of  complaint  If  no  timely 
exceptions  are  filed  to  the  Administrative 
Law  Judge  s  decision,  the  findings  of  me 
Administrative  Law  Judge  automatically 
become  the  decision  and  order  ol  the 
Board 


DISMISSAL 

Board  finds 

espondent  did 

10t  comm.t 

unfair    labo 

practice    and 

dismisses 

complaint 

REMEDIAL  ORDER 


I  finds  respondent  committed  unfair 
practice    and    orders    respondent 
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labor  practice 


OTHER  DISPOSITION 
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NLRB  ORDER  ENFORCEMENT  CHART 


Exhibit  D 


NLRB 

REMEDIAL 

ORDER 


VOLUNTARY  COMPLIANCE 


If  respondent  complies  voluntarily, 
case  is  usually  closed  by  Reg- 
ional Office.  However.  Board  may 
still  seek  court  of  appeals 
judgment  enforcing  its  order. 


APPLICATION  FOR  COURT 
ENFORCEMENT 

Board  can  apply  to  appropriate 
court  of  appeals  for  a  judgment 
enforcing  its  order. 


PETITION  FOR  COURT  REVIEW 


Employer,  union,  employee,  or 
any  other  person  aggrieved  by 
Board's  order  may  ask  a  court  of 
appeals  to  review  it  If  Board 
has  entered  a  remedial  order 
against  petitioner.  Board  will 
usually  file  a  cross-application  for 
for  enforcement  of  its  order 


..•" 
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INTERIM  INJUNCTION 

Court  can  grant  Board  temporary 
restraining  order  or  other  relief, 
pending  outcome  of  enforcement 
proceding. 


COURT  OF  APPEALS 

Court  can  enforce,  set  aside,  or 
remand  in  whole  or  in  part  the 
Board  order.  Court  judgment  may 
be  reviewed  by  Supreme  Court. 
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U.S.  SUPREME  COURT 


Supreme  Court  can  affirm, 
reverse,  or  modify  court  of 
appeals'  judgment,  or  remand 
case  for  further  action. 


Thursday,  February  16,  1995. 
UNITED  STATES  INSTITUTE  OF  PEACE 

WITNESSES 

RICHARD  H.  SOLOMON,  PRESIDENT 

FATHER  THEODORE  M.  HESBURGH,  MEMBER,  BOARD  OF  DIRECTORS 

HARRIET  HENTGES,  EXECUTIVE  VICE  PRESIDENT 

Mr.  Porter.  Next,  we  have  the  United  States  Peace  Institute, 
and  we  will  ask  Dr.  Richard  Solomon,  the  President  of  the  Peace 
Institute  to  come  before  us.  When  you  sit  down,  Dr.  Solomon, 
would  you  introduce  the  people  that  you  have  with  you?  Dr.  Solo- 
mon. 

Opening  Statement 

Mr.  Solomon.  Mr.  Chairman,  Members  of  the  committee,  good 
morning.  On  behalf  of  the  Institute's  board  of  Directors,  let  me  say 
that  we  really  appreciate  this  opportunity  to  see  you  all  again  and 
to  describe  our  efforts  on  behalf  of  our  congressionally  mandated 
charter,  which  is  to  strengthen  our  national  capacities  to  resolve 
international  conflicts  without  going  to  war,  without  violence. 

Our  submission  this  year  is  for  a  straight-lining  of  our  budget  of 
last  year,  $11.5  million.  Joining  me  this  morning,  I  am  very 
pleased  to  have  Father  Ted  Hesburgh  with  us.  Father  Ted  has 
been  a  member  of  the  board  since  1991.  As  you  know,  our  board 
is  nominated  by  the  White  House  and  confirmed  by  the  Senate. 

We  are  also  very  pleased  that,  as  a  result  of  some  management 
adjustments,  I  am  able  to  present  to  you  Dr.  Harriet  Hentges,  who 
joined  us  in  September  as  our  new  Executive  Vice  President.  Both 
my  colleagues  will  be  ready  to  answer  your  questions. 

We  have  submitted  a  statement  for  the  record.  I  will  not  read  it 
this  morning,  but  what  I  would  like  to  do  is  stress  two  points  that 
underlie  our  work  and  focus  our  efforts  on  behalf  of  our  congres- 
sionally mandated  charter. 

INSTITUTE'S  FIRST  DECADE 

As  you  know,  the  institute  is  now  entering  its  second  decade.  Ten 
years  ago,  in  1984,  the  Institute  of  Peace  was  a  concept  that  re- 
flected years  of  interest  around  the  country  in  establishing  this 
kind  of  an  institution.  Today,  after  a  decade,  we  are  an  effectively 
functioning  organization. 

I  know  that,  particularly  with  the  new  Congress,  there  are  Mem- 
bers unfamiliar  with  our  work,  and  we  have  been  making  efforts 
to  let  our  light  shine  to  enable  people  to  understand  more  in  detail 
what  in  fact  we  do. 

This  end  of  our  first  decade  has  also  been  a  useful  time  to  review 
our  efforts  and  to  consider  new  directions  in  our  work.  In  that  proc- 
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ess,  I  want  to  stress  two  points  which  really  answer  the  question 
'Why  should  we  have  a  United  States  Institute  of  Peace?" 

HELPING  MANAGE  CHAOS  AND  DISORDER 

We  are  all  keenly  aware  of  a  desire  to  downsize  government,  to 
deal  with  our  budget  deficit,  but  also  to  deal  with  a  very  different 
world.  That  gets  to  my  first  point;  that  is,  following  the  collapse  of 
the  Soviet  Union,  we  are  in  a  very  different  period  in  history,  and 
because  of  the  way  that  Congress  established  our  charter,  the  work 
of  the  United  States  Institute  of  Peace  today  is  more  relevant  than 
ever  to  enable  the  United  States  to  deal  with  a  very  violent  world. 

We  convened  late  last  November  a  conference,  the  title  of  which 
was  "Managing  Chaos:  Coping  with  International  Conflict  into  the 
New  Century."  We  thought  we  might  have  500  or  600  people  show 
up  for  this  conference.  In  fact,  over  1,200  people  registered,  and 
this  reflected  the  fact  that  there  is  a  thirst,  if  you  like,  for  under- 
standing the  ethno-religious  violence,  the  regional  conflicts,  the 
kinds  of  challenges  of  nuclear  proliferation,  and  terrorism  that 
were  brought  home  to  us  with  the  World  Trade  Center  bombing. 
Our  country,  indeed  the  world  at  large,  is  in  a  period  of  trying  to 
reassess  the  policies  and  the  institutions  for  dealing  with  this  kind 
of  conflict. 

That  is  the  real  role  of  the  United  States  Institute  of  Peace: 
Helping  the  country  focus  on  these  issues.  It  is  clear  we  are  in  a 
more  highly  integrated  world.  Right  after  the  Second  World  War, 
when  the  Cold  War  began,  less  than  4  percent  of  our  gross  national 
product  was  related  to  international  trade;  today,  it  is  almost  14 
percent  of  GDP.  Over  11  million  of  our  work  force  are  producing 
for  export.  In  this  situation,  what  happens  around  the  world  has 
a  much  bigger  impact  on  our  interests.  A  peasant  rebellion  in 
Chiapas,  Mexico,  can  have  a  major  effect  on  our  finances  and  our 
security  in  the  way  it  did  when  there  was  the  major  fall  in  the 
value  of  the  peso,  forcing  us  to  intervene  in  a  financial  way  to  try 
to  stabilize  one  of  our  major  trading  partners. 

So  it  is  this  sort  of  development  that  is  the  basis  for  much  of  our 
activity.  Many  more  issues  today  are  put  on  the  negotiating  table 
than  was  the  case  during  the  Cold  War  confrontation.  The  most  ob- 
vious example  is  the  case  of  the  Middle  East,  where  we  have  seen 
decades  of  confrontation  between  Israel  and  its  neighbors  suddenly 
brought  to  more  fruitful  negotiations.  That  process  is  not  complete, 
but  there  is  real  progress  there. 

We  have  had  for  four  decades  a  military  confrontation  with 
North  Korea.  Suddenly  that  situation  is  now  on  the  negotiating 
table.  Our  work  focuses  on  ways  of  making  that  negotiating  activ- 
ity more  effective. 

GOOD  MANAGEMENT  AND  BUDGET  CONSTRAINTS 

Secondly,  let  me  focus  on  the  issue  of  the  budgetary  stringency 
that  is  such  a  matter  of  contemporary  concern. 

Our  budget,  as  I  said,  is  currently  $11.5  million.  I  believe 
through  our  management  reassessment  efforts,  the  work  of  my  col- 
leagues, we  have  become  a  small  creative  gem  of  what  you  can  do 
with  a  very  modest  Federal  appropriation  in  helping  the  govern- 
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ment  work  more  effectively  in  support,  in  our  case,  of  a  more  pro- 
ductive foreign  policy. 

I  believe  that  the  Institute  of  Peace  is  part  of  the  solution,  not 
the  problem,  of  trying  to  make  government  more  effective.  As  you 
know,  our  management  procedures  work  within  Federal  disciplines. 
The  General  Services  Administration  handles  our  accounting  proce- 
dures. Our  purchasing,  furniture,  for  example,  is  done  through 
Federal  acquisition  procedures  at  government  discounts.  In  short, 
we  operate  using  our  appropriated  monies  with  all  the  disciplines 
of  the  Federal  Government. 

Nonetheless,  when  I  began  my  work  with  the  Institute  a  year 
and  a  half  ago,  I  initiated  a  fundamental  management  review, 
which  I  felt  was  appropriate  given  the  fact  that  after  10  years  the 
Institute,  which  had  grown  from  a  paper  concept,  could  appro- 
priately be  reassessed.  As  a  result  of  that  effort,  some  people  have 
moved  on,  some  people  have  moved  over,  some  have  moved  up,  like 
my  colleague  Dr.  Sheryl  Brown,  who  is  now  with  us  in  the  front 
office  as  executive  assistant.  Some  have  moved  in:  Dr.  Hentges 
joined  us  as  part  of  this  process. 

In  addition  to  personnel  changes  which  have  led  to  some  reduc- 
tion in  our  administrative  management  load,  we  have  tried  to 
make  the  Institute  more  innovative,  more  creative  in  its  work,  and 
I  will  be  glad  to  describe  to  you,  in  the  questioning,  some  of  the 
things  we  are  trying  to  do  to  adapt  America's  foreign  policy  to  the 
post-Cold  War  world,  in  particular  our  work  on  training  people  in 
negotiating  and  mediating  skills,  developing  uses  of  the  Internet, 
electronic  media,  for  outreach  to  minimize  our  publication  costs,  to 
reach  new  audiences,  but  also  using  the  Internet  to  facilitate  inter- 
national negotiating  in  ways  that  have  not  been  done  before. 

So  in  sum,  let  me  just  say  that  the  Institute  of  Peace  is  our  only 
national  bipartisan  center  of  research,  training,  policy  develop- 
ment, and  public  information  focused  on  issues  of  international 
conflict  resolution.  There  are,  of  course,  many  other  centers  or  in- 
stitutes and  councils  related  to  foreign  affairs,  but  we  are  the  only 
one  that  has  the  independence  and  the  standing  of  being  federally 
funded.  All  of  the  others  work  with  either  private  money  or  foreign 
money,  and  we  believe  that  our  Federal  and  independent  standing 
is  very  important  to  the  quality  of  the  work  that  we  produce. 

The  Institute,  because  of  its  links  to  the  Federal  Government,  I 
believe,  effectively  bridges  the  gap  between  the  Congress  and  the 
administration  on  the  one  hand  and  the  analytical  world,  the  think 
tanks,  and  academic  life  on  the  other  in  mobilizing  the  best  talent 
in  our  country  to  think  about  the  challenges  of  post-Cold  War  for- 
eign policy. 

I  might  also  note  that  we  provide  the  only  congressionally  man- 
dated national  peace  prize,  the  Matsunaga  Peace  Medal,  which  was 
presented  to  two  former  Presidents,  Reagan  and  Carter,  last  fall, 
on  the  occasion  of  our  10th  anniversary  celebration. 

So,  Mr.  Chairman,  again,  we  appreciate  this  opportunity  to 
present  our  budget.  We  have  straight-lined  it  in  a  time  when, 
frankly,  we  are  being  asked  by  not  only  our  own  government  but 
by  other  foreign  governments  to  do  more  in  the  way  of  encouraging 
international  negotiations.  But  we  are  doing  our  best  to  make  the 
Institute  not  only  more  effective  but  to  work  within  the  kinds  of 
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constraints  we  know  we  are  all  faced  with.  So  with  that,  what  I 
would  like  to  do  is  offer  Father  Hesburgh  an  opportunity  to  speak, 
if  that  is  agreeable  to  you. 

[The  prepared  statement  and  biography  of  Richard  Solomon  fol- 
low:] 
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Introduction  and  Overview 

Mr.  Chairman,  members  of  the  committee: 

On  behalf  of  the  Board  of  Directors  of  the  U.S.  Institute  of  Peace,  let  me 
express  appreciation  for  this  opportunity  to  present  the  Institute's  fiscal  year 
1996  budget  request  of  $11,500,000,  and  to  answer  your  questions  about  our 
work. 

This  year  marks  the  start  of  the  Institute's  second  decade,  as  well  as  the 
first  term  for  many  members  of  the  new  Congress.  This  is  an  appropriate 
occasion,  for  those  unfamiliar  with  the  Institute,  to  review  our  work  in 
support  of  the  nation's  foreign  affairs  efforts,  as  well  as  to  take  stock  and 
outline  new  directions. 

In  my  testimony,  I  want  to  stress  two  points: 

•  Our  world  today  is  burdened  with  regional  conflicts,  ethno-religious 
violence  and  the  threat  of  proliferation  of  weapons  of  mass  destruction, 
creating  an  air  of  chaos  and  uncertainty.  Policies  and  institutions  of  the 
Cold  War  era  are  proving  unstated  to  dealing  with  these  challenges. 
While  this  may  appear  to  be  a  less  threatening  time  than  the  years  of  U.S.- 
Soviet confrontation,  we  cannot  ignore  today's  international  challenges. 
Our  economy  is  ever  more  deeply  integrated  into  the  global  economic 
system,  and  modern  forms  of  transportation  and  communication  bring 
developments  on  distant  shores  daily  into  our  living  rooms. 

The  American  people,  indeed  people  in  most  other  parts  of  the  world, 
still  look  to  Washington  for  international  leadership.  U.S.  leadership  in 
world  affairs  is  necessary  if  we  are  to  pursue  our  own  interests.  It  is  in  this 
context  that  the  work  of  the  U.S.  Institute  of  Peace  has  enhanced 
relevance.  We  are  helping  the  country  to  think  through  the  international 
challenges  of  our  time  through  the  Institute's  research  and  education 
efforts,  clarifying  policy  alternatives  for  Congress  and  the  Administration, 
and  constructing  approaches  to  dealing  with  international  conflict  without 
going  to  war. 
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•  We  are  keenly  aware  that  this  is  a  time  of  budgetary  stringency,  a 
time  of  efforts  to  "reinvent  government."  I  believe  that  the  Institute,  over 
its  first  decade,  has  become  a  small  gem  of  creative  and  efficient  use  of 
public  funds  in  support  of  its  Congressionally  mandated  charter.  With  a 
modest  annual  appropriation  we  are  strengthening  our  national 
capabilities  to  find  solutions  to  international  conflicts  that  threaten  our 
interests.  Our  work  is  done  through  innovative  training  and  educational 
programs  and  creative  approaches  to  policy  analysis  that  are 
communicated  directly  to  Congress,  the  Administration  and  diverse 
audiences  in  the  private  sector.  Today  the  Institute  is  recognized 
internationally  as  a  center  of  research  and  training  on  conflict 
management;  and  upon  occasion  we  are  called  upon  to  help  facilitate  the 
resolution  of  international  conflicts  important  to  U.S.  interests. 

In  short,  the  Institute  of  Peace  is  the  only  national  institution  solely 
dedicated  to  research,  policy  development,  public  education  and  professional 
training  about  the  peaceful  resolution  of  international  conflicts. 

The  Organization  and  Work  of  the  Institute  of  Peace 

A  decade  ago,  Congress  -  with  strong  bipartisan  support  -  created  the 
Institute  to  strengthen  our  national  capabilities  for  resolving  international 
conflicts  without  resort  to  violence.  At  that  time  the  United  States  and  the 
Soviet  Union  were  locked  in  the  seemingly  unrelenting  Cold  War 
confrontation.  The  nation's  military  strength  was  imperative  to  our  security, 
yet  Congress  wanted  to  complement  our  military  capabilities  with  a  national, 
non-partisan  institution  committed  to  research  and  training  on  political 
approaches  to  international  conflict  management  and  resolution. 

Accordingly,  Congress  designed  the  Institute  as  an  independent, 
federally  funded  research,  education  and  training  entity  dedicated  to 
peacemaking  through  diplomatic  and  political  means.  The  Institute's  federal 
standing  and  its  independent  character  were  to  be  protected  by  a  bipartisan 
Board  of  Directors  nominated  by  the  President  and  confirmed  by  the  Senate, 
and  with  funding  provided,  not  by  private  or  foreign  sources,  but  by  an 
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annual  Congressional  appropriation.    The  effectiveness  of  this  structure,  I 
believe,  has  been  demonstrated  during  the  Institute's  first  decade  of  work. 

Our  world  today  is  chaotic  and  confusing.  The  end  of  the  Cold  War  has 
not  been  followed  by  an  era  of  peace  and  reconciliation.  Rather,  we  have  seen 
the  outbreak  of  regional  conflicts,  dozens  of  smaller  armed  confrontations 
fueled  by  ethnic  and  religious  hatreds,  and  episodes  of  human  tragedy  -  from 
Kuwait  to  Korea,  from  Bosnia  to  Burundi.  These  conflicts  endanger  our 
security  and  our  national  interests  in  varied  ways,  and  they  challenge  our 
values  and  our  sense  of  shared  humanity. 

As  a  nation  we  are  searching  for  new  approaches  to  deal  with  the  post- 
Cold  War  world.  Our  senior  officials,  diplomats  and  scholars  are 
reevaluating  the  old  international  currency  of  military  alliances,  multilateral 
organizations,  regional  balances-of-power,  economic  aid  and  disaster 
assistance.  Creating  new  policies  and  institutions  appropriate  to  coping  with 
these  international  challenges  will  be  a  protracted  process,  yet  we  must 
prepare  the  next  generation  with  concepts  and  tools  to  manage  the  world  of 
the  21st  Century. 

It  is  in  this  context  that  the  U.S.  Institute  of  Peace  gains  its  relevance 
and  makes  its  contributions  as  a  national  institution.  By  virtue  of  our  federal, 
non-partisan  status  we  are  able  to  bring  together  the  best  minds  and  talent 
from  government,  the  "think  tank"  world,  universities,  and  the  private 
sector  to  explore  policy  alternatives.  The  Institute  supports  policy  makers  by 
enlarging  the  range  of  options  between  doing  nothing,  relying  on  poorly 
funded  and  improperly  organized  international  institutions,  undertaking 
large  aid  programs,  or  pulling  the  trigger  of  risky  U.S.  military  interventions. 
In  this  way,  the  Institute  helps  to  save  the  lives  of  our  military  and  taxpayers' 
dollars. 

The  Institute's  effectiveness  reflects  the  fact  that  we  are  small  and 
unencumbered  by  either  a  constraining  bureaucratic  structure  or  rigid 
programmatic  responsibilities.  We  can  act  quickly  to  anticipate  or  confront 
emerging  crises  -  as  we  are  currently  doing  with  a  working  group  on  the 
North  Korean  nuclear  challenge.  Yet  we  are  also  able  to  convene  large  public 
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forums  on  broad  strategic  issues.  An  example  was  our  tenth  anniversary 
conference,  held  last  December,  on  the  topic  of  "Managing  Chaos:  Coping 
with  International  Conflict  in  the  21st  Century."  The  convocation,  which 
attracted  over  1,200  participants,  explored  the  changing  character  of 
international  conflict  and  assessed  ways  of  enhancing  the  role  of  private- 
sector  organizations  in  providing  humanitarian  assistance  abroad  --  an 
important  new  aspect  of  U.S.  foreign  policy  as  our  AID  resources  shrink. 

The  Institute's  current  work  concentrates  on  two  major  issue  areas: 

•  Ongoing  and  potential  international  conflicts  --  analysis  of  conflicts  and 
assessment  of  new  approaches  to  their  management,  (e.g.,  our  work  on 
questions  of  international  intervention,  preventive  diplomacy,  and 
human  rights  as  a  core  element  of  U.S.  foreign  policy),  and  facilitating 
dialogue  and  mediation  among  groups  in  conflict  where  appropriate;  and 

•  Education  and  training  programs  —  for  high  school  and  college  teachers 
via  summer  training  institutes,  specialized  training  seminars  for 
professionals  in  conflict  resolution  and  negotiating  skills,  and  programs  to 
inform  and  educate  the  public  more  broadly  in  matters  of  international 
conflict  resolution. 

In  its  first  decade,  the  Institute  has  thus  become  a  center  of  education, 
training,  research  and  facilitation  concentrated  on  policies  and  practical 
solutions  to  international  conflicts.  Some  50%  of  our  annual  budget  now 
supports  research  grants  and  fellowships  on  projects  related  to  international 
conflict  resolution,  training  programs  for  professionals  in  conflict 
management  and  negotiating  skills,  and  scholarships  for  students  from  high 
school  through  graduate  school.  With  the  contraction  of  foundation  and 
federal  funding  in  these  areas,  the  Institute's  contributions  acquire  even 
greater  significance. 
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The  Institute's  Impact  on  International  Conflict  Resolution 

The  impact  of  the  Institute's  diverse  programs  in  strengthening  our 
national  capacity  to  manage  and  resolve  specific  conflicts  is  becoming  more 
evident  as  we  enter  our  second  decade. 

Assessment  Qf  Conflicts:  One  dramatic  example  of  our  research 
activities  leading  to  practical  results  is  Ambassador  Robert  Oakley's  leap  from 
leading  the  Institute's  assessment  efforts  on  Somalia  on  one  day  to  serving  as 
the  government's  special  envoy  to  mediate  a  violent  conflict  in  Somalia  the 
next.  In  summer  1992,  Ambassador  Oakley  pulled  together  an  Institute  study 
group  to  investigate  the  sources  of  conflict  in  Somalia  with  the  intention  of 
addressing  possible  approaches  to  a  peaceful  resolution  among  the  parties. 
Through  the  fall,  the  study  group  initiative  became  a  facilitation  process 
encouraging  inter-factional  dialogue  among  leading  non-official  Somali 
figures.  In  December  1992,  Ambassador  Oakley  was  named  the  President's 
Special  Envoy  to  Somalia.  When  appointed  by  former  President  Bush  to  lead 
Operation  Restore  Hope  in  December  1992,  Oakley's  earlier  work  laid  the 
political  groundwork  for  the  successful,  cooperative  UNITAF  phase  of  U.S. 
intervention.  The  Institute  has  subsequently  sponsored  several  assessments 
of  the  Somali  intervention  as  a  case  study  in  humanitarian,  political  and 
military  intervention,  drawing  lessons  from  the  accomplishments  and 
failings  of  the  U.S.-UN  effort. 

Facilitation  of  Policy  Formation:  The  Institute's  bipartisan  working 
group  on  the  North  Korean  nuclear  challenge  issued  two  well-received 
special  reports  outlining  a  strategy  and  policy  options  for  dealing  with  this 
critical  nuclear  problem.  The  results  of  this  working  group  were  widely 
circulated  on  Capitol  Hill  and  in  the  Administration.  Several  members  of  the 
North  Korea  working  group  were  invited  to  a  White  House  strategy  session 
with  the  President  and  other  key  cabinet  members  last  June  as  the  crisis 
mounted,  and  the  group  today  maintains  a  dialogue  with  senior 
administration  officials  as  the  situation  continues  to  unfold. 

Facilitation  of  Dialogue:  In  October  1993,  the  Institute,  in 
cosponsorship  with  the  House  Subcommittee  on  Africa,  under  the  leadership 
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of  Congressman  Harry  Johnston,  facilitated  dialogue  between  leaders  of  the 
two  conflicting  factions  in  southern  Sudan,  as  well  as  a  group  of  Sudanese 
intellectuals,  activists  and  policy  analysts.  Discussions  between  leaders  of  the 
two  factions  resulted  in  a  cease  fire  agreement  between  the  parties. 
Subsequent  work  on  developing  negotiating  points  for  regional  mediators 
directly  involved  in  trying  to  settle  the  conflict  contributed  to  the  ongoing 
international  mediation  of  the  Sudan  civil  war.  These  conflicting  groups 
would  only  have  come  together  under  the  auspices  of  an  independent  entity 
with  some  official  status. 

One  aspect  of  the  changing  character  of  international  relations  around 
the  world  is  that  semi-official  individuals  or  groups  are  playing  an  ever-more 
active  role  in  preparing  the  ground  for  official  negotiating  efforts  ~  what  is 
sometimes  called  "track  two"  (unofficial,  but  informed)  dialoguing.  The 
Norwegian  Academy  of  Social  Sciences  played  such  a  role  in  facilitating 
Israeli-Palestinian  negotiators;  and  in  our  own  case,  a  former  U.S.  president 
and  former  secretaries  of  state,  as  well  as  serving  members  of  Congress,  have 
played  such  roles  in  recent  crises  involving  South  Africa,  North  Korea, 
Bosnia,  and  Haiti.  The  Institute  has  been  approached  about  facilitating  such 
dialogues  in  the  cases  of  Angola,  South  Africa,  Korea,  the  Sudan,  Somalia, 
and  Syria/Israel.  In  its  unique  position  as  an  independent,  federal  institution, 
the  Institute  offers  an  appropriate  context  and  provides  the  proper  skills  to  act 
as  a  disciplined  "track  two"  facilitator  of  international  conflict  resolution. 
i 

In  1993-94,  the  Institute  organized  two  "track  two"  dialogues  with 
Kashmiri  civic  leaders  as  well  as  Indian  and  Pakistani  former  officials  and 
military  leaders  with  the  purpose  of  averting  a  potential  nuclear 
confrontation  between  India  and  Pakistan.  We  continue  to  examine  ways  to 
facilitate  resolution  of  this  conflict,  in  close  coordination  with  the  State 
Department. 

Fostering  New  Diplomatic  Measures:  Our  contributions  in  fostering 
new  measures  of  "preventive  diplomacy"  and  training  foreign  affairs 
professionals  to  implement  such  an  approach  is  also  having  a  tangible 
impact.  This  past  year,  our  pioneering  work  in  developing  systems  of  early 
warning  of  looming  international  crises   and  mobilizing  resources  for 
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preventive  diplomacy  has  helped  shaped  new  State  Department  crisis- 
management  procedures. 

Our  project  on  "The  Professionalization  of  Peacekeeping,"  which 
assessed  the  manifold  problems  of  UN  peacekeeping,  is  now  required  reading 
in  many  U.S.  military  staff  colleges.  And  a  grant  to  the  Institute  for  Defense 
Policy  in  South  Africa  produced  policy  recommendations  which  were 
adopted  by  the  Mandela  government  for  institutionalizing  new  civil-military 
relations. 

Impact  on  Education  and  Training 

The  Institute  today  has  education  programs  at  each  of  the  major 
teaching  levels  in  the  U.S.,  starting  with  secondary  education  and  including 
undergraduate,  community  college,  graduate,  post  graduate,  and  professional 
education  and  training.  These  programs  include  summer  teacher  training 
institutes  and  a  high  school  peace  essay  contest  that  each  year  attracts  upwards 
of  ten  thousand  students  from  every  state  of  the  union. 

Our  program  in  international  conflict  resolution  skills  training 
(ICREST)  has  generated  growing  interest  among  foreign  affairs  professionals 
in  many  countries.  Although  there  have  been  significant  conceptual 
developments  in  the  field  of  conflict  resolution,  there  are  few  credible 
training  programs  available  to  governments  and  multilateral  institutions  in 
mediation,  conflict  resolution  and  negotiating  skills.  The  Institute's  training 
programs  in  this  area  are  filling  an  international  need  at  a  time  when  more 
problems  are  being  addressed  through  negotiations.  For  instance,  the  Inter- 
American  Defense  College  requested  last  September  that  the  Institute  design 
and  deliver  a  two-day  training  program  for  senior  officers  from  fourteen 
countries.  Institute  personnel  have  been  asked  to  serve  as  trainers  or 
lecturers  in  courses  on  peacekeeping  operations  or  mediation  techniques  at 
the  Foreign  Service  Institute.  Through  fiscal  year  1996,  the  Institute  plans  to 
offer  training  opportunities  to  practitioners  in  the  United  States  and  to 
officials  in  other  areas  of  the  world  that  are  critical  to  U.S.  interests  such  as  the 
Balkans,  Eastern  Europe,  and  the  former  Soviet  Union. 
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These  training  efforts  are  being  reinforced  by  the  Institute's  project  on 
cross-cultural  negotiating  behavior  --  designed  to  build  a  comparative 
database  and  training  materials  on  various  countries'  negotiating  styles.  This 
important  project  is  using  the  Institute's  research  capability  to  develop 
profiles  of  the  negotiating  styles  of  different  nations  and  then  translate  the 
results  of  such  studies  into  training  programs  that  will  make  U.S.  negotiators 
more  effective  in  their  dealings  with  foreign  counterparts. 


Conclusion 

Mr.  Chairman,  the  Institute  in  its  first  decade  has  become  a  national, 
and  international  resource  for  the  Administration  and  Congress.  It  bridges 
the  gaps  between  the  government,  analytical  institutions  and  other  foreign 
affairs  practitioners  through  its  network  of  officials,  scholars,  teachers  and 
media  representatives.  Its  education  programs  are  enlarging  the  public's 
focus  on  issues  of  international  conflict  resolution.  Our  mix  of 
complementary  activities  —  research  grants,  fellowships,  education  and 
training  programs,  policy  workshops  and  conferences,  library  resources  and 
special  programs  -  place  us  at  the  forefront  of  both  analysis  and  action  on 
matters  of  international  conflict  resolution. 

Our  focused  efforts  and  status  as  an  independent,  non-partisan 
national  organization  insulated  from  political  pressures  or  private  agendas 
allows  the  Institute  to  play  a  unique  bridging  and  networking  role  in  the 
service  of  a  more  effective  foreign  policy  We  are  accumulating  an  invaluable 
body  of  experience  in  utilizing  our  critical  convening  power  to  assess 
international  problems,  explore  new  paths  to  conflict  resolution,  build 
consensus  on  constructive  policy  approaches,  and  train  a  new  generation  of 
professional  practitioners. 

In  today's  uncertain  period  of  transition  from  the  Cold  War  to  a  more 
pluralistic  world,  new  rules  for  international  relations  are  being  written.  The 
Institute  is  promoting  this  process  by  helping  our  nation  think  through  the 
requirements,  possibilities  and  opportunities  for  an  effective  foreign  policy 
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suited  to  a  world  in  which  military  approaches  to  international  problems  are 
seen  as  less  desirable,  and  more  costly,  than  negotiated  solutions. 

Mr.  Chairman,  we  are  keenly  aware  of  the  fiscal  constraints  facing 
Congress  as  it  begins  this  year's  cycle  of  the  budget  process.  I  hope  that  as  you 
scrutinize  the  Institute's  activities  you  will  agree  that  the  Institute  of  Peace  is 
one  federal  program  that  not  only  uses  the  taxpayer's  money  in  an  effective, 
efficient  manner,  but  that  its  contribution  is  an  example  of  a  creative 
contribution  to  enhancing  America's  security,  its  international  standing,  and 
its  pursuit  of  humanitarian  values.  If  the  Institute's  work  helps  prevent  U.S. 
involvement  in  just  one  military  conflict  it  will  have  saved  billions  of  dollars 
-  not  to  mention  countless  lives. 

I  believe  Congress  has  good  cause  to  look  with  satisfaction  on  its 
decision  a  decade  ago  to  establish  the  United  States  Institute  of  Peace.  I  trust 
the  new  Congress  will,  with  similar  foresight,  continue  to  support  our  efforts 
to  enhance  processes  of  international  conflict  resolution  and  peacemaking  in 
an  unsettled  and  still-violent  world.  We  urge  you  to  approve  the  full 
amount  we  have  requested  for  our  fiscal  year  1996  appropriation. 

Thank  you,  and  I  welcome  your  questions. 
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Richard  H.  Solomon  became  president  of  the  Institute  in  September  1993,  having 
most  recently  served  as  assistant  secretary  of  state  for  East  Asian  and  Pacific  Affairs 
(1989-92)  and  U.S.  ambassador  to  the  Philippines  (1992-93).  As  assistant  secretary, 
Dr.  Solomon  negotiated  the  first  UN  "Permanent  Five"  peacemaking  agreement  for 
Cambodia,  had  a  leading  role  in  the  dialogue  on  nuclear  issues  among  the  United 
States  and  North  and  South  Korea,  helped  establish  the  Asia-Pacific  Economic 
Cooperation  (APEC)  initiative,  and  led  U.S.  negotiations  with  Japan,  Mongolia,  and 
Vietnam  on  important  bilateral  matters.  In  the  Philippines,  he  coordinated  the 
closure  of  the  U.S.  naval  bases  and  developed  a  new  framework  for  bilateral  and 
regional  security  cooperation.  Dr.  Solomon  previously  served  as  director  of  policy 
planning  at  the  Department  of  State  (1986-89)  and  senior  staff  member  at  the 
National  Security  Council  (1971-76),  where  he  was  involved  in  the  process  of 
normalizing  relations  with  the  People's  Republic  of  China.  From  1976  to  1986  he 
was  head  of  the  social  science  department  at  the  RAND  Corporation.  He  began  his 
career  as  a  professor  of  political  science  at  the  University  of  Michigan  (1966-71).  Dr. 
Solomon  has  written  five  books,  including  Mao's  Revolution  and  Chinese  Political 
Culture  (1971),  A  Revolution  Is  Not  a  Dinner  Party  (1976),  The  China  Factor  (1979), 
and  Nuclear  Dilemmas  and  Asian  Security  (1986).  He  earned  a  Ph.D.  in  political 
science  from  the  Massachusetts  Institute  of  Technology. 
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Harriet  Hentges  is  executive  vice  president.  She  has  over  fifteen  years  of 
senior  management  experience  in  key  positions  in  business,  government  and  non- 
profit organizations.  Prior  to  coming  to  the  Institute,  Dr.  Hentges  was  chief  operating 
officer  and  managing  partner  at  the  Clifton  Investment  Group.  From  1986  to  1988, 
she  was  chief  operating  officer  at  the  Baskin  Financial  Corporation.  She  also  served 
as  the  executive  director  of  the  League  of  Women  Voters  of  the  United  States  for  five 
years,  and  as  an  international  economist  on  the  policy  planning  staff  at  the  U.S. 
Department  of  State.  Dr.  Hentges  received  a  Ph.D.  in  international  economics  from 
The  Johns  Hopkins  University. 
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Theodore  M.  Hesburgh,  C.S.C,  is  president  emeritus  of  the  University  of  Notre 
Dame,  where  he  was  president  for  35  years,  from  1952  to  1987,  the  longest  tenure 
among  active  presidents  of  American  institutions  of  higher  learning.  Among  his 
accomplishments  at  Notre  Dame  was  the  establishment  of  the  Institute  for 
International  Peace  Studies,  whose  advisory  committee  he  chairs.  Father  Hesburgh 
has  held  14  presidential  appointments  relating  to  civil  and  human  rights,  Vietnam 
War  objectors,  atomic  energy,  Third  World  development,  and  immigration  reform. 
In  1957,  he  became  a  charter  member  of  the  U.S.  Civil  Rights  Commission  and  he 
was  its  chairman  from  1969-1972.  As  ambassador  to  the  1979  U.N.  Conference  on 
Science  and  Technology  for  Development,  he  was  the  first  Catholic  priest  to  serve  in 
a  formal  diplomatic  role  for  the  U.S.  government. 
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Mr.  Porter.  Certainly,  we  are  happy  to  welcome  Father 
Hesburgh  again.  Thank  you  for  joining  us. 

Statement  of  Father  Theodore  M.  Hesburgh 

Father  HESBURGH.  Mr.  Chairman,  lady  and  gentleman,  I  find  it 
a  great  honor  to  be  before  you  to  represent  my  fellow  board  mem- 
bers, four  of  whom  are  ex  officio  from  governmental  agencies  and 
the  others  appointed  by  the  President  from  both  parties  and  ap- 
proved by  the  Senate. 

My  first  contact  with  the  Peace  Institute  came  10  years  before 
it  was  born,  where  I  worked  with  a  variety  of  groups  trying  to  get 
something  like  this  into  being.  Peace  is  probably  the  most  nuga- 
tory, difficult,  vaporous  idea,  because  it  is  everything  and  anything. 
On  the  other  hand,  the  problem  exists  for  us  all  over  the  world  as 
the  world's  most  powerful  Nation. 

I  have  to  say  that  after  this  organization  was  launched  10  years 
ago,  it  has  been  run  in  an  independent  bipartisan  way  ever  since, 
first  by  Ambassador  Lewis  and  now  by  Ambassador  Solomon.  I 
have  been  very  much  impressed  by  the  competence  and  efficiency 
of  the  operation. 

I  come  from  a  university  that  spends  a  million  dollars  a  day. 
This  operation  goes  on  all  year  long  for  $11.5  million.  It  is  probably 
one  of  the  smallest  organizations  financially  in  the  world  with  the 
largest  challenge — to  work  for  peace. 

How  do  we  work  for  peace?  I  think  in  a  wide  variety  of  ways,  but 
mainly  we  are  more  and  more  focusing  on  how  we  can  promote  me- 
diation, conflict  resolution,  and  understanding  around  the  world  in 
the  trouble  spots  that  are  popping  up  like  mushrooms  in  a  forest 
at  night. 

We  have  serious  trouble  in  Korea,  Somalia  and  Sudan,  South  Af- 
rica, Bosnia-Herzegovina,  Haiti,  El  Salvador,  Namibia,  and  Angola. 
I  think  in  each  of  these  cases  the  Institute  of  Peace  has  been  in- 
volved. And  we  have  this  marvelous  power  of  convoking,  we  are 
government  but  we  are  not  government  because  we  are  independ- 
ent. We  are  supported  by  the  government  but  on  the  other  hand 
we  are  bipartisan,  and  we  were  able  to  bring  together  people  from 
all  of  these  warring  parties  that  would  not  have  come  if  they  were 
invited  by  the  State  Department  but  would  come  to  meet  with  us 
here  in  Washington  or  in  their  own  place — in  Cambodia,  for  exam- 
ple. We  can  bring  them  together,  try  to  work  out  ways  of  making 
them  see  the  importance  of  peace  in  our  time,  and  we  have  had, 
I  would  say,  a  rather  startling  success.  We  have  had  some  failures, 
too,  but  I  think  that  goes  without  saying  in  today's  world. 

I  would  just  like  to  testify  that  I  think  this  is  a  very  hardworking 
organization.  I  think  their  publications,  which  I  have  had  to  pass 
on  for  years,  and  their  intellectual  products  are  outstanding.  Their 
publications  are  numerous  and  well  done  and  unique  in  all  the  gov- 
ernment and  I  am  glad  that  we  share  them  with  all  of  you. 

Lastly,  I  think  we  have  had  a  wonderful  leadership  role  that  has 
had  an  impact  on  many  other  groups,  like  high  schools  and  their 
teachers.  We  touch  over  10,000  high  school  students  who  write  es- 
says on  peace  each  year.  Universities,  which  are  increasingly  offer- 
ing courses  on  peace,  which  they  never  had  before,  are  bringing 
along  a  new  generation  that  can  work  for  peace. 
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I  think  of  the  impact  we  have  had  on  the  State  Department  it- 
self, because  we  do  some  things  that  they  do  not  do.  We  go  to  the 
roots  of  mediation.  There  is  also  the  whole  question  of  our  effect 
on  the  military,  who  have  called  on  us  for  help. 

To  show  you  how  unique  this  is — and  I  will  close  with  this 
point — at  our  university  under  the  instigation  and  support  of  this 
Institute,  we  have  met  with  relief  people  working  all  over  the  world 
distributing  food  and  medicine  mostly  in  spots  of  great  tension.  In 
all  of  these  spots  the  relief  people  are  on  the  front  lines,  as  you  see 
from  the  evening  television.  But  no  one  ever  asked  them  what  they 
could  do  for  peace.  And  we  have  brought  them  in  and  given  them 
the  techniques  and  the  understanding  of  the  ways  of  mediating  be- 
tween conflicting  parties.  They  know  the  conflicting  parties.  They 
all  show  up  every  day  for  food  or  medicine  or  help,  and  they  can 
talk  to  them.  This  is  just  one  little  unique  thing  that  we  are  doing 
among  hundreds  of  other  unique  things. 

So  as  someone  who  comes  from  the  outside  and  who  meets  sev- 
eral times  a  year  with  my  colleagues  on  the  board,  I  would  like  to 
say  that  we  are  extremely  satisfied  with  the  tightness  with  which 
this  organization  is  run,  with  the  effectiveness,  and  I  might  also 
add  with  the  creativity,  which  is  terribly  important  in  a  world  that 
is  always  seeking  for  peace  and  rarely  finding  it  easily. 

Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Father  Hesburgh,  you  are  always  welcome  here. 
You  always  speak  so  eloquently  and  persuasively,  and  we  are  de- 
lighted that  you  could  come  and  testify  on  behalf  of  the  Peace  Insti- 
tute as  a  member  of  its  board  today.  We  thank  you  for  being  here. 

Father  Hesburgh.  Thank  you. 

PROGRAM  PRIORITIES  AND  CONSTRAINTS 

Mr.  Porter.  Dr.  Solomon,  last  year  you  talked  about  the  man- 
agement review  and  you  mentioned  it  in  your  opening  statement. 
I  wonder  if  you  have  gone  beyond  that  and  looked  at  the  individual 
activities  of  the  Institute  to  determine  which  ones  are  not  as  effec- 
tive as  others,  which  ones  are  low  priorities  as  opposed  to  higher 
priorities,  and  made  any  attempt  to  reorganize  your  activities  ac- 
cordingly by  putting  your  resources  where  they  might  most  be 
needed? 

Mr.  Solomon.  Mr.  Chairman,  we  have  over  the  Institute's  first 
decade  developed  an  interlocking  set  of  programs.  As  you  know,  by 
charter  we  have  to  give  away  a  quarter  of  our  budget  in  grants  and 
contracts  to  nongovernmental  organizations.  That  is  kind  of  a  fixed 
cornerstone  of  our  work. 

Mr.  Porter.  Do  you  think  that  is  a  reasonable  constraint?  Is  it 
good  or  bad?  How  do  you  view  it? 

Mr.  Solomon.  I  think  our  grant  program  is  very  effective.  It  is, 
frankly,  needed  at  a  time  when  foundations  are  cutting  back  in 
their  support  for  research  in  our  general  area. 

Again,  depending  upon  our  resource  level,  I  might  want  to  reas- 
sess whether  a  quarter  is  the  right  amount.  Actually,  we  go  over 
it  a  bit.  Under  certain  circumstances,  I  would  like  more  flexibility. 
But  I  would  say  it  is  an  important  cornerstone  of  our  activities. 

We  have  a  fellowship  program.  We  bring  together  each  year 
about  14  senior  government  officials  or  scholars  to  work  on  inter- 
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national  conflict  resolution  issues.  It  is  a  very  productive  program. 
This  year  we  have  an  Israeli  and  we  have  someone  from  Egypt  who 
are  looking  at  Middle  East  problems.  We  brought  in  someone  from 
South  Korea.  We  would  like  to  bring  in  someone  from  North  Korea 
and  get  the  two  of  them  in  the  building  talking  to  one  another.  The 
Fellows  program  I  think  is  very  productive. 

We  do  education  and  training  in  negotiating,  mediation,  and  con- 
flict resolution  skills.  We  have  had  a  lot  of  demand  for  that  activity 
for  reasons  Father  Ted  Hesburgh  has  indicated.  I  think  that  is  an 
effective  program. 

We  have  a  library  and  information  program.  We  are  trying  to 
make  it  more  electronic  and  more  efficient,  but  also  to  provide  re- 
search information  sources  for  our  resident  scholars. 

Mr.  Porter.  Have  you  made  a  fundamental  review  of  these  dif- 
ferent priorities  to  determine  whether  you  should  reorder  them? 
Have  you  looked  at  your  whole  situation? 

Mr.  Solomon.  Yes,  we  have,  and  the  one  area  we  are  trying  to 
particularly  consolidate  is  in  the  area  of  public  information  and  the 
publications,  to  try  to  merge  that  together  and,  again,  go  electronic, 
because  it  is  more  efficient. 

Again,  depending  on  the  resources  available  to  us,  we  have  the 
flexibility  to  shift  in  one  or  another  direction,  absent  a  drastic  re- 
duction in  funding,  and  we  are  responding  at  this  point  in  time  be- 
cause of  the  demand  for  training  in  international  negotiating  and 
mediating  skills.  We  have  expanded  our  activities  in  that  area. 

HIGH  PRIORITY  FOR  EDUCATION  AND  TRAINING 

Mr.  Porter.  That  was  my  next  question.  It  looked  to  me,  looking 
at  your  budget,  that  you  spend  more  on  administration,  on  grants, 
on  the  Jennings  Randolph  fellowships,  than  you  do  on  education 
and  training.  That  comes  in  fourth,  I  think,  in  terms  of  dollars. 

I  wonder  whether  you  should  not  consider  that  as  a  higher  prior- 
ity than  you  apparently  have,  at  least  in  terms  of  allocating  money. 

Ms.  Hentges.  Let  me  address  part  of  that,  Mr.  Chairman.  The 
grant  program  does  feed  into  the  education  and  training,  and  I 
want  to  link  this  to  your  earlier  question. 

As  part  of  the  management  review,  what  we  are  trying  to  do  is 
to  make  sure  that  the  various  program  areas  reinforce  and  feed 
into  each  other.  There  is  a  critical  mass  of  expertise  and  of  sub- 
stantive knowledge  at  the  Institute  and  the  structure  must  be  such 
that  each  of  those  areas  feeds  into  the  others — such  as  cross-cul- 
tural negotiations  or  the  conflict  resolution  skills  training.  We  are 
making  sure  that  the  interaction  between  those  programs  rein- 
forces the  efforts  of  each  other. 

In  the  case  of  the  education  and  training,  we  have  given  some 
43  grants  on  conflict  resolution  training.  What  we  have  learned 
from  that  and  what  we  have  been  able  to  achieve  in  those  areas 
directly  feeds  into  the  education  and  training.  So  to  just  look  at  the 
education  and  training  budget  would  not  fully  reflect  everything 
that  is  going  on  in  that  area. 

I  would  also  say  that  at  the  management  level,  both  Dr.  Solomon 
and  I  are  involved  in  some  of  the  various  substantive  work  of  edu- 
cation and  training.  I  come  from  a  background  of  education  and  so 
give  special  attention  to  that  program. 
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Mr.  Porter.  Thank  you.  Mrs.  Lowey. 

IMPORTANCE  OF  FEDERAL  FUNDING 

Mrs.  LOWEY.  Thank  you  very  much,  Mr.  Chairman. 

Welcome,  Father  and  Doctors.  As  you  know,  not  only  in  this  sub- 
committee but  throughout  the  appropriations  process  this  has  been 
a  time  where  we  have  been  evaluating  every  program  and  justify- 
ing whether  it  should  exist  or  should  not  exist.  I  do  not  think  there 
is  any  question  about  your  important  work  and  your  important 
goals,  but  could  you  justify  for  us  or  could  you  discuss  with  us  why 
you  think  there  is  a  role  in  funding,  federally  funding  the  Peace  In- 
stitute? 

Mr.  Solomon.  It  gets  to  the  point  I  tried  to  make  in  my  opening 
statement,  Mrs.  Lowey.  The  world  is  in  a  period  where,  as  was  the 
case  when  we  began  the  Cold  War  era,  the  country  is  reassessing 
its  basic  policies  and  training  new  foreign  affairs  professionals.  You 
need  an  institution  that  is  not  bureaucratic,  that  has  links  both  to 
the  practical  world  of  government  and  also  to  the  academic  and 
think  tank  world,  to  spark  plug  creative  policy  thinking  and  train- 
ing. And  that  makes  our  role,  I  think,  particularly  important  today. 

It  is  significant  that  the  State  Department  comes  to  us  and  says 
we  have  heard  this  talk  about  preventive  diplomacy.  What  is  pre- 
ventive diplomacy?  How  do  you  do  it?  How  do  we  get  early  warning 
of  conflicts  so  we  can  use  political  means  to  resolve  them  before 
they  become  full-blown  military  conflict?  The  State  Department 
asked  us  to  work  on  this  issue.  So  we  ran  a  series  of  workshops 
for  them,  and  we  are  now  about  to  publish  a  major  book-length 
study  on  preventive  diplomacy. 

We  are  helping  the  State  Department  think  through  how  to  reor- 
ganize its  own  early  warning  activities.  Beginning  last  November, 
they  instituted  a  review  process  where  once  a  month  they  pick  one 
area  that  they  think  is  going  to  blow,  and  try  to  get  into  it  in  a 
preventive  way. 

Now,  again,  that  is  the  kind  of  work  where  we  seem  to  have  the 
flexibility,  and  because  of  our  small,  mobile  size,  we  can  play  a  par- 
ticularly innovative  role.  Having  been  a  State  official,  I  can  tell  you 
that  you  do  not  have  resources  for  such  outreach  and  innovation 
and  you  feel  boxed  in  in  the  Foggy  Bottom  bureaucracy.  So  we  pro- 
vide outreach,  and  I  think  at  this  point  in  history  such  outreach 
is  particularly  important. 

PROBLEMS  OF  PRIVATE  FUNDING 

Mrs.  Lowey.  Two  questions;  first,  you  mentioned  the  State  De- 
partment. If  funds  from  this  Subcommittee  were  eliminated,  would 
the  State  Department  be  an  appropriate  source  of  funds  for  your 
continued  work? 

Second,  if  the  funds  were  eliminated,  could  you  raise  independ- 
ent funds  to  continue  this  work? 

Mr.  Solomon.  The  State  Department's  primary  responsibility  is 
implementing  policy.  Its  outreach  is  to  countries  around  the  world, 
not  to  domestic  research  and  training  centers.  There  is  the  Na- 
tional Foreign  Affairs  Training  Center.  They  do  not,  again,  do  the 
work  we  do,  and  I  would  say  if  State  was  asked  to  cough  up  $10 
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million  it  would  be  a  difficult  decision  for  them  because  of  their  pri- 
mary responsibility  for  policy  implementation. 

Let  me  just  give  you  a  sense  of  the  small  size  of  our  operation. 
The  State  Department  has  a  Bureau  of  Intelligence  and  Research. 
It  has  about  300  employees.  Its  budget  is  almost  twice  our  budget. 
They  are  tasked  daily  with  supporting  the  primary  officials  with  in- 
telligence and  assessments  of  what  is  going  on  around  the  world. 
It  is  a  very  operational,  very  short-term  oriented  effort.  They  are 
not  going  to  want  to  delegate  their  budgetary  resources  to  us. 

As  far  as  the  private  sector,  privatization  gets  to  an  issue  that 
is  fundamental  to  the  creation  of  this  institution.  Around  this  town, 
as  you  know,  there  are  seven  or  eight  major  think  tanks  or  insti- 
tutes that  are  involved  in  foreign  affairs  related  issues.  All  of  them 
are  funded  either  by  the  private  sector  or  by  foreign  money.  My  be- 
lief is  that  you  need  one  institution  at  least,  however  modest  we 
are  in  size,  that  has  the  independence  that  comes  from  our  Federal 
standing.  You  want  our  foreign  affairs  work  to  be  buffered  from 
private  agendas  and  certainly  from  foreign  agendas.  And  for  that 
reason,  I  believe  if  we  were  to  shift  to  private  funding,  it  would, 
frankly,  destroy  the  value-added,  the  independent  character  of 
what  we  provide. 

ASSESSMENT  OF  ACHIEVEMENTS 

Mrs.  Lowey.  And  lastly,  Dr.  Solomon,  what  mechanisms  do  you 
have  in  place  to  analyze  your  achievements,  your  successes?  How 
do  you  justify  the  programs  you  have  in  place?  How  do  you  make 
a  determination  as  to  whether  you  are  successful  or  not  in  a  par- 
ticular project? 

Mr.  Solomon.  Well,  part  of  the  answer  is  that  our  board  con- 
stantly monitors  our  work.  And  that  bipartisan,  federally  estab- 
lished board,  created  by  White  House  nominations  and  Senate  con- 
firmation, is  an  important  part  of  our  quality  control. 

The  other  dimensions  of  it  gets  to  the  way  we  run  our  programs. 
For  instance,  our  grant  program  operates  through  meticulous  peer 
review  of  all  of  the  applications  for  grants  that  come  into  us.  We 
think  that  is  an  effective  way  of  performing  our  responsibilities. 

Through  the  management  review  process  that  we  carried  out  last 
fall,  we  had  somebody  who  has  several  decades  of  experience  in  re- 
organizing government  and  private  sector  operations  look  at  how 
we  operate.  Frankly,  I  do  not  know  many  government  institutions 
that  bring  in  outside  private  consultants  with  that  kind  of  back- 
ground, but  that  is  another  way  that  we  have  tried  to  look  at  our- 
selves and  say,  hey,  can  we  do  it  better? 

Ms.  Hentges.  I'd  like  to  add  to  that.  Evaluation  will  differ  in  the 
different  programs.  For  instance,  in  grants,  there  are  standards  in 
the  grant  giving  world  of  what  administrative  costs  are,  and  we 
look  at  those  and  will  be  looking  at  those. 

In  the  working  groups  that  are  looking  ahead  and  trying  to  spot 
some  of  the  potential  problems,  we  can  look  back  and  see,  in  some 
cases,  whether  they  were  on  target  and  whether  we  delivered  the 
message  to  the  various  policy  groups.  There  is  not  one  measure- 
ment, but  your  point  is  an  important  one  and  it  is  one  that  is  con- 
sidered part  of  the  management  restructuring  and  review  that  we 
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are  trying  to  build  into  all  of  the  programs,  but  it  will  differ  from 
program  to  program. 
Mrs.  Lowey.  Thank  you,  Mr.  Chairman. 

CARRYOVER  OF  FUNDS 

Mr.  Porter.  Thank  you,  Mrs.  Lowey. 

Dr.  Solomon,  the  Peace  Institute  authorization  permits  the  cre- 
ation of  an  endowment  to  receive  public  funds,  including  unspent 
carryover  of  funds,  and  to  raise  funds  privately  to  supplement  ap- 
propriations. I  want  you,  if  you  would,  to  provide  for  the  record  a 
10-year  table  listing  all  that  you  have  received  in  the  annual  carry- 
over. And  then  if  you  can  tell  me  now,  what  was  carried  over  from 
1994  to  1995;  what  was  projected — what  is  projected  to  be  carried 
over  from  1995  to  1996,  and  what  about  1996  to  1997? 

Ms.  Hentges.  We  have  that. 

Mr.  Solomon.  I  would  like  Mr.  Nelson,  who  is  our  Vice  President 
for  Management  and  Finance,  along  with  Harriet  Hentges,  to  re- 
spond to  that  please. 

Mr.  Nelson.  Our  carryover  from  1994  to  1995  was  351.  But  that 
takes  a  snapshot  of  where  we  are  at  midnight  on  September  30.  We 
consider  that  of  that  amount,  over  $300,000  was  in  fact  committed. 
For  example,  grants  are  approved  in  the  September  board  meeting 
and  the  obligation  may  not  take  place  until  early  in  October. 

Books  are  written  and  almost  on  their  way  to  the  printer  and 
will  not  get  printed  until  October.  So  that  the  number  351  over- 
states the  amount  of  program  flexibility  that  is  being  carried  for- 
ward. 

In  terms  of  where  we  expect  to  be  at  the  end  of  this  year,  in  our 
calculations,  as  we  do  in  each  year,  we  assume  zero  carryover.  And 
in  the  text  we  say  that  it  will  not  be  a  considerable  amount.  We 
manage  our  affairs  so  that  it  is  kept  to  a  minimum  but  there  will 
always,  I  think,  be  these  kind  of  documents  that  do  not  get  signed 
in  September  or  the  flow  of  events  carries  some  program  commit- 
ments into  the  next  year. 

Mr.  Porter.  Would  the  Institute  object  if  we  changed,  put  lan- 
guage in  our  bill  that  requires  unobligated  balances  to  be  submit- 
ted to  the  Treasury  considering  our  financial  circumstance,  that  is, 
the  budget  of  this  subcommittee? 

Mr.  Nelson.  Yes. 

Ms.  Hentges.  In  light  of  the  fact  that  some  of  these  funds  are 
committed  to  programs  but  are — as  Mr.  Nelson  said,  not  obligated, 
I  think  that  would  limit  our  ability  to  make  a  commitment  on 
grants.  Whether  we  would  be  able  to  adjust  the  timing,  I  think  we 
would  have  to  look  at  that. 

Mr.  Porter.  Well,  if  you  want  to  consider  answering  it  for  the 
record  after  you  have  given  it  some  consideration,  that  would  be 
fine. 

[The  information  follows:] 
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CARRYOVER  OF  YEAR-END  UNOBLIGATED  BALANCES 

The  Institute's  basic  legislation  provides  that  all  appropriated  funds 
"shall  remain  available  until  expended"  and  that  unobligated  funds  may 
be  transferred  to  the  Institute's  Endowment  where  they  "shall  remain 
available  for  obligation  or  expenditure  ...  without  regard  to  fiscal  year 
limitations."  (See  United  States  Institute  of  Peace  Act,  Sec.  1710  [a][2] 
and  Sec.  1710  [b].) 

The  Institute  believes  that  having  funds  available  on  a  "no-year  basis"  in 
this  manner  is  the  most  prudent  and  reasonable  approach  for  the 
Institute's  way  of  doing  business.  The  Institute  is  able  to  use  the  full 
amount  of  funding  appropriated  annually  by  Congress  in  an  effective 
manner,  and  the  modest  funds  usually  carried  forward  each  year  do  not 
reflect  unprogrammed  resources. 

Many  of  the  Institute's  activities  require  a  substantial  lead  time  before 
they  are  ready  for  obligation  and  have  project  schedules  that  often  do  not 
fit  a  strict  "obligate-by-9/30-or-lose-the-funds"  approach.  Two 
examples  are  - 

(1)  Grant  awards  approved  at  September  board  meetings  (and  in 
some  cases  those  approved  at  July  board  meetings)  may  not  be 
obligated  until  the  early  part  of  the  next  fiscal  year  if  normal 
procedures  are  followed;  and 

(2)  The  time  of  contracting  for  the  printing  of  books  is  particularly 
difficult  to  schedule  because  of  the  uncertainty  about  precisely 
when  an  author  will  complete  a  text  (including  responding  to  the 
comments  of  various  reviewers);  at  the  end  of  fiscal  year  1994,  for 
example,  the  Institute  had  two  major  publications  in  progress 
which  might  have  been  sent  to  the  printer  before  September  30  but 
in  fact  were  not  until  October. 

Applying  the  "use-it-or-lose-it"  approach  would  inevitably  lead  to 
pressures  on  program  managers  to  make  judgments  about  obligations 
before  they  would  otherwise  be  ready  to  do  so. 

The  following  table  indicates  the  amounts  of  funds  carried  over  from 
one  fiscal  year  to  the  next  in  both  the  Institute  and  the  Endowment  for 
the  10-year  period  from  fiscal  year  1985  through  fiscal  year  1994: 


91-215    0—95 


128 


UNOBLIGATED  BALANCES  AT  END  OF 
FISCAL  YEARS  1985-1994  ($000's) 


Fiscal  Year 

Carryover 

1985* 

— 

1986 

3,700 

1987 

1,120 

1988 

'  255 

1989 

250 

1990 

383 

1991 

459 

1992 

889 

1993 

986 

1994 

351 

♦Although  authorized  in  FY  1985, 
the  Institute  did  not  commence  its 
operations  until  fiscal  year  1986. 

Comments  on  the  above  table: 

All  years:  The  balance  for  each  year  includes  commitments  made  but 
not  obligated  until  the  following  year  as  described  above.  For  example, 
for  FY  1994,  over  $300,000  of  the  carryover  of  $351,000  was 
committed  as  of  September  30,  1994  for  such  activities  as  approved 
grants,  books  nearing  publication,  and  other  awards.  The  amounts  of 
carryover  due  to  unobligated  grant  awards  were  as  follows:  FY  1992- 
225;  FY  1993--35;  FY  1994-214;  and  FY  1995-90. 

FY  1992  and  FY  1993:  These  carryovers  were  larger  than  would 
usually  be  the  case  for  reasons  that  included  the  following: 

(1)  The  Institute  received  an  increase  in  its  appropriations  for  FY 
1992  of  nearly  25  percent.  The  lead  time  to  complete  the  planning 
and  execution  of  these  new  activities  contributed  to  the  size  of  the 
carry  forward. 

(2)  In  FY  1993  the  resignation  of  the  Institute's  President  and  the 
subsequent  search  for  a  successor  reduced  personnel  and  other 
obligations  for  this  year. 

(3)  The  carryovers  include  prior  year  funds  that  were  deobligated 
during  the  fiscal  year  in  question.  These  deobligations  often  take 
place  near  the  end  of  the  fiscal  year  and  are  available  for 
reobligation  at  the  end  of  the  fiscal  year,  thus  becoming  a  part  of 
the  carryover.  It  is  not  possible,  however,  to  anticipate  the 
amount  of  such  deobligations  when  projections  are  being  made  at 
the  beginning  of  a  fiscal  year. 

FY  1986  and  FY  1987:  Carryovers  for  these  years  were  unusually  high 
because  the  Institute  was  just  beginning  operations. 
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Mr.  Porter.  You  also  have  immediate  availability  of  funds  at  the 
beginning  of  the  fiscal  year  so  funds  can  be  invested  and  earn  in- 
terest until  they  are  outlayed;  is  that  correct? 

Ms.  Hentges.  That  is  right. 

Mr.  Solomon.  Right. 

Mr.  Porter.  Again,  given  our  constrained  resources,  is  this  an 
appropriate  use  of  funds  or  should  resources  remain  at  Treasury 
until  they  are  actually  outlayed? 

Mr.  Nelson.  This  has  been  the  practice  that  was  directly  author- 
ized by  the  legislation. 

Mr.  Porter.  Is  it  necessary? 

Mr.  Nelson.  I  would  say  it  is  not  necessary.  It  is  a  part  that  we 
include  in  our  planning  so  that  it  would  be  one  form  of  cut  of  re- 
sources if  you  were  to  make  that  change.  It  would  be  the  equiva- 
lent of  a  cut  in  appropriation.  It  would  be  a  reduction  in  our  num- 
bers. 

Mr.  PORTER.  How  much  would  that  cut  amount  to  in  this  last 
year,  for  example? 

Mr.  Nelson.  It  is  under  $200,000. 

STAFFING  LEVELS 

Mr.  Porter.  You  had  53  FTEs  on  board  in  1994.  According  to 
your  justification,  that  number  is  estimated  to  rise  to  56  this  year 
and  58  in  1996.  These  numbers  are  obviously  inconsistent  with  the 
President's  proposal  to  eliminate  252,000  Federal  jobs  over  two 
years.  Have  you  received  a  waiver  from  the  downsizing  initiative? 

Ms.  Hentges.  The  difference  I  think  between  the  53  FTEs  in  fis- 
cal year  1994  and  the  other  two  years  would  have  been  due  to  dif- 
fering rates  of  vacancies.  The  figure  that  you  are  looking  at  for  56 
for  1995  is  an  estimate  assuming  a  certain  level  of  vacancies  be- 
cause there  is  a  certain  amount  of  turnover. 

So  I  do  not  think  that  we  are  actually  increasing.  We  are  com- 
paring in  one  case  the  actual  figures  at  the  end  of  a  fiscal  year  and 
an  earlier  estimate  for  the  projected  year.  And  the  estimate  we  are 
making  in  1995,  again,  is  based  on  a  few  vacancies  that  we  have 
now  and  knowing  the  pace  at  which  we  might  fill  those. 

We  do  make  a  calculation  for  the  fiscal  year  1996  for  58  FTEs 
based  on  a  certain  amount  of  turnover,  but  that  figure  in  turn  is 
based  on  the  total  number  of  positions  that  we  felt  we  needed. 

Mr.  Porter.  Can  you  provide  us  with  the  comparables  over  time 
for  the  record? 

Ms.  Hentges.  Certainly,  Mr.  Chairman. 

Mr.  Porter.  So  we  can  look  at  tfrat  and  compare  it. 

[The  information  follows:] 
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STAFFING  LEVELS 

The  Institute  develops  its  staffing  plans  and  seeks  to  maintain 
employment  within  them  at  the  minimum  levels  required  for  the  prudent 
and  effective  operation  of  its  programs.  As  noted  in  its  fiscal  year  1996 
budget  request,  the  Institute,  in  order  to  avoid  increases  in  its  total  staff, 
uses  short-term,  part-time,  and  intermittent  personnel  (as  well  as  cross- 
training  and  internal  task  forces  and  committees  that  draw  upon  staff 
from  all  units)  whenever  possible  to  meet  unusual  peak  demands. 

The  Personnel  Summary  presented  on  p.  17  of  the  Institute's  budget 
request  for  FY  1996  does  indicate  full-time  equivalent  employment 
(FTEs)  for  FY  1994  at  an  actual  level  of  53  and  for  FY  1995  and  FY 
1996  at  estimated  levels  of  56  and  58  respectively.  To  understand  the 
Institute's  current  staffing  complement  more  completely,  however,  it  is 
necessary  to  look  back  at  least  to  fiscal  year  1992  and  to  compare  the 
staffing  plan  included  in  budget  requests  for  each  year  with  the  level 
actually  employed.  Although  we  try  to  base  plans  on  the  most  accurate 
projections  possible,  actual  experience  often  varies  from  advance 
estimates  for  several  reasons  such  as  (1)  the  lead  time  necessary  for 
recruiting  and  hiring  both  for  new  and  vacant  positions;  and  (2)  the 
uncertainty  in  anticipating  staff  departures. 

The  Institute  judges  that  59  FTEs  is  the  staffing  level  needed  to  support 
the  effective  operation  of  its  program.  The  table  below  demonstrates 
how  the  Institute  has  been  operating  on  a  staffing  plan  of  59  FTEs  or 
more  since  FY  1993  with  differences  in  actual  levels  being  explained  by 
vacancies  and  recruitment  time.  If  all  of  the  positions  in  the  Institute's 
current  staffing  pattern  were  filled  now,  the  Institute  would  be  operating 
at  a  current  level  of  a  little  more  than  59  FTEs.  We  have  projected  58 
FTEs  for  FY  1996  on  the  assumption  there  will  be  some  further,  as  yet 
unidentified,  turnover. 

The  following  table  presents  for  fiscal  years  1992  through  1996  the 
amount  of  Institute  appropriations  and  the  level  of  FTEs  at  three  stages: 

(1)  as  indicated  in  the  original  budget  request  for  the  year  (BR/Original), 

(2)  as  indicated  in  the  revision  of  FTEs  included  in  the  budget  request 
submitted  for  the  following  year  (BR/Operating  Year),  and  (3)  as  the 
actual  amount  employed  occurs  during  that  year  (Actual). 
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STAFFING  HISTORY 

Full-Time  Equivalent  Employment  (FTEs) 

FY  1992-1996 

Fiscal  Year 

Appropriation 

FTEs 

(SOOOs) 

BR/Original  BR/Operating  Year  Actual 

1992 

11000 

49 

53 

51 

1993 

10912 

59 

59 

55 

1994 

10912 

59 

57 

53 

1995 

11500 

59+3* 

56 

1996 

11500** 

58 

*  3  FTEs  included  to  support  the  expansion  of  Education  and  Training  Program  with 

additional  funding  requested 

**  Amount  included  in  both  the  President's  Budget  Request  and  the  Institute's  Budget 

Request. 

Comments  on  the  above  table:  In  each  of  the  following  years  the 
Institute  underestimated  the  amount  of  staff  turnover  and  the  time 
needed  to  recruit  and  hire  staff: 

FY  1993:  In  this  year,  for  example,  the  Institute's  President  resigned  to 
take  a  position  with  the  Department  of  State.  Without  this  change  alone 
the  actual  level  of  FTEs  would  have  been  over  56. 

FY  1994:  The  total  employment  declined  in  this  year  at  the  time  of  the 
new  President's  management  review,  which  was  followed  by  a  number 
of  staff  departures. 

FY  1995:  The  FTE  level  in  the  budget  request  increased  partly  because 
of  the  planned  expansion  of  the  Education  and  Training  Program.  The 
Institute  had  planned  an  additional  3  positions  for  this  purpose,  but 
reduced  this  to  2  positions  when  it  received  only  partial  funding  of  its 
proposed  appropriation  increase. 

FY  1996:  As  noted  above,  even  though  the  Institute  would  currently 
operate  at  a  level  of  59  FTEs  if  all  positions  were  filled,  the  Institute 
included  only  58  in  the  Personnel  Summary  in  its  budget  request  on  the 
assumption  based  on  past  experience  that  there  would  be  some  further, 
as  yet  unidentified,  turnover. 

(The  Institute  of  Peace  Act  provides  that  Institute  employees  "shall  not 
be  considered  officers  and  employees  of  the  Federal  Government" 
except  for  several  narrowly  defined  purposes  [see  Section  1707(f)  of  the 
United  States  Institute  of  Peace  Act].  Employees  hired  since  October, 
1988,  for  example,  are  not  entitled  to  federal  benefits  for  health 
insurance,  life  insurance,  and  retirement.  For  these  reasons,  it  is  our 
judgment  that  Institute  employees  should  not  be  included  in 
government-wide  reports  about  totals  of  FTEs.  This  observation, 
however,  does  not  in  any  way  change  the  Institute's  responsibility  to 
keep  staff  levels  to  the  minimum  required  for  prudent  and  effective 
administration  of  its  programs.) 
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Mr.  Porter.  Your  administrative  expenses  now  comprise  about 
16  percent  of  your  overall  budget.  How  has  this  changed  over  time? 
Is  it  historically  the  same  or  higher  or  lower? 

Ms.  Hentges.  I  think  in  fiscal  year  1993  it  was  15  percent.  In 
fiscal  year  1994,  there  was  an  increase  because  of  some  one-time 
charges  related  to  the  changeover  in  administration  and  the  man- 
agement review.  We  would  expect  for  this  fiscal  year  that  it  would 
return  to  15  percent  and  not  need  to  rise  above  that. 

Mr.  Porter.  Here  is  an  unfair  question  for  you.  Are  you  expected 
to  make  a  contribution  in  your  budget  toward  bringing  our  deficit 
under  control? 

Ms.  Hentges.  Well. 

Mr.  Porter.  Obviously,  no  one  wants  to  but 

Ms.  Hentges.  I  understand. 

Mr.  Porter.  Are  you  prepared? 

Ms.  Hentges.  I  think  the  first  answer  to  that  is  that  initially, 
when  we  were  preparing  the  figures  for  the  fiscal  year  1996,  given 
the  mandate  and  given  the  demand  and  the  way  that  we  felt  we 
could  responsibly  use  additional  funds,  we  were  going  to  seek  an 
increase  of  a  million  dollars  over  the  $11.5  million  appropriated  in 
fiscal  year  1995.  We  understood  that  in  this  environment  that  that 
was  not  a  way  to  proceed  and  restructured  our  request  and  held 
it  to  this  year's  level. 

We  think  we  can  use  those  funds  responsibly,  but  we  also  recog- 
nize that  if  we  are  not  given  those  funds  that  we  would  have  to 
take  a  look  at  that. 

Mr.  Porter.  I  will  submit  the  remainder  of  the  questions  for  the 
record,  one  of  which  is  to  ask  you  to  look  at  a  lower  budget  number 
and  ask  you  what  you  would  do  in  that  event  in  terms  of  your  pri- 
orities. This  is  not  picking  on  the  Peace  Institute  at  all.  It  is  simply 
trying  to  see  what  the  effect  might  be  on  your  operations  if  you  did 
not  have  quite  as  much  money  to  work  with. 

I  want  to  thank  all  of  you  for  appearing  before  the  subcommittee 
today,  for  your  good  testimony.  We  appreciate  it  very  much. 

Father  Hesburgh,  it  is  good  to  see  you  as  well. 

Father  Hesburgh.  Mr.  Chairman,  may  I  say  one  quick  word? 

Mr.  Porter.  Yes,  sure. 

Father  Hesburgh.  And  that  is  to  thank  you.  We  have  a  certain 
continuous  history  with  you  over  the  years  and  on  behalf  of  my  fel- 
low board  members  we  think  you  have  been  wonderfully  fair  and 
tough  at  times  when  we  probably  needed  it  but  wonderfully  fair 
and  we  just  wanted  to  say  thank  you. 

The  last  point  is  that  we  may  help  the  budget  if  we  can  resolve 
one  simple  casus  belli,  cause  of  war,  we  will  save  billions  of  dollars. 

Mr.  Porter.  That  is  true.  That  is  why  you  exist. 

Father  Hesburgh.  Thank  you. 

Mr.  Porter.  Thank  you  very  much.  Thank  you  all. 

Mr.  Solomon.  Thank  you,  Mr.  Chairman. 

Mr.  Porter.  The  subcommittee  will  stand  in  recess  until  Tues- 
day at  10:00  a.m.,  Wednesday  at  10:00  a.m.,  excuse  me. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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BUDGET  REDUCTIONS  AND  PROGRAM  PRIORITIES 

Mr.  Porter:  Dr.  Solomon,  declining  budgets  make  for  very  difficult 
considerations  on  this  subcommittee.  The  numbers  require  us  to  re-evaluate 
all  of  our  priorities  in  fundamental  ways.  I  would  appreciate  your 
submitting  for  the  record  a  revised  budget  which  assumes  appropriations  for 
1996  of  $7.5  million  and  $10  million.  What  I  am  most  interested  in  is  your 
priorities  —  how  would  you  change  the  way  you  are  currently  doing 
business? 

Dr.  Solomon:  The  Institute  is  keenly  aware  of  the  budget  constraints 
which  your  subcommittee  must  work  with.  Taking  them  into  consideration, 
the  Institute  requested  for  its  FY  1996  appropriation  the  same  level  of 
funding  as  received  in  FY  1995  rather  than  the  larger  amount  that  it  judged  it 
could  use  responsibly  and  effectively  in  fulfilling  its  mandate  in  today's 
troubled  world.  In  real  terms,  the  amount  we  have  requested  for  FY  1996 
represents  more  than  a  two  percent  reduction  in  our  operating  budget.  In 
order  to  operate  at  this  level,  the  Institute  has  already  altered  its  priorities 
and  restrained  its  plans.  If  all  federal  programs  followed  a  similar  course  of 
action,  we  understand  that  the  federal  budget  would  be  balanced  well  before 
the  year  2002. 

Principal  Activities:  The  Institute's  budget  request  for  FY  1996  is  based  on 
support  for  the  following  integrated,  mutually  reinforcing  activities,  with 
special  emphasis  on  the  first  three: 

-Supporting  policymakers  in  the  Administration  and  Congress  by 
providing  independent  assessments  of  how  to  deal  with  international 
conflict  situations  by  political  means; 

-Training  international  affairs  professionals  in  conflict  management  and 
resolution  techniques,  and  mediating  and  negotiating  skills; 

—Teacher-training  to  strengthen  curricula  and  instruction  from  high 
school  through  graduate  education;  and 

—Facilitating  resolution  of  international  disputes  through  "Track  II" 
encounters  among  parties  to  conflicts  and  by  preparing  U.S.  negotiators 
for  mediation  work; 

-Raising  the  level  of  student  and  public  awareness  about  international 
conflicts  and  peacemaking  efforts.  , 

It  is  important  to  appreciate  how  the  Institute's  interrelated  but  separately 
managed  programs  of  grants,   fellowships,   in-house  research   and 
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conferences,  education  and  training,  and  library  and  public  information 
activities  reinforce  each  other  so  that  the  whole  is  far  greater  than  the  sum  of 
the  individual  parts. 

Impact  of  Reductions:  As  described  further  below,  a  reduction  of  $1.5 
million  (or  13  percent)  in  the  Institute's  appropriation  for  FY  1996  would 
substantially  reduce  the  Institute's  effectiveness  in  carrying  out  these 
functions  but  would  not  fundamentally  change  the  character  of  its 
programming.  A  larger  reduction  of  $4.0  million  (or  35  percent)  would 
unquestionably  alter  fundamentally  the  nature  of  the  organization  and  impair 
its  ability  to  carry  out  the  interlocking/mutually  reinforcing  programs  which 
it  uses  to  give  reality  to  its  Congressionally  mandated  charter. 

Interrelationships  Among  Institute  Programs:  A  combination  of  different 
Institute  programs  contribute  to  each  of  the  principal  activities  described 
above. 

Policy  assessments  are  supported  through  (1)  the  in-house  Research 
and  Studies  Program  and  Special  Programs  as  well  as  the  special 
initiatives  on  Rule  of  Law  and  on  Religion,  Ethics,  and  Human 
Rights,  and  (2)  through  other  support  given  by  the  grant  and 
fellowship  programs. 

Practitioner  training  is  conducted  as  (1)  a  major  component  of  the  mz 
house  Education  and  Training  Program,  and  (2)  also  through 
activities  supported  by  the  grant  and  fellowship  programs. 

Facilitation  of  conflict  resolution  dialogues  may  be  an  outgrowth  of 
either  of  these  groups  of  analytical  and  training  efforts. 

Teacher  training  and  student  development  plus  public  education  are 
conducted  in-house  as  parts  of  the  Education  and  Training  Program 
as  well  as  through  the  grant  and  fellowship  programs. 

Some  program  activities  are  difficult  to  assign  among  these  activities 
because  they  often  serve  multiple  purposes.  The  library  program,  for 
example,  supports  in-house  research  as  well  as  provides  a  major  means  of 
disseminating  Institute  products  to  users  outside  the  Institute.  The  projects 
of  individual  fellows  are  also  difficult  to  categorize. 

Program  Priorities  in  Response  to  Reductions:  If  it  becomes  necessary 
to  reduce  the  level  of  Institute  appropriations  below  our  FY 
1996  request,  any  decisions  on  reprogramming  would  be 
subject  to  further  review  by  Institute  staff  and  final  approval 
by  the  Institute's  board  of  directors.  At  present,  however,  the 
Institute's  management  would  expect  to  continue  to  give  top  priority  to 
policy  assessments  and  the  training  of  foreign  policy  practitioners  (and 
related  facilitation  of  conflict  resolution  dialogues). 

Regrouping  of  Program  Activities:  For  purposes  of  considering  program 
revisions  in  the  light  of  these  priorities,  the  Institute  will  first  regroup  the 
activities  described  in  its  FY  1996  budget  request  into  the  following 
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categories,  recognizing  that  in  doing  so  some  allocations  are  imprecise  and 
involve  dual  purpose  activities  in  the  manner  noted  above: 

Education  and  training: 

Includes  Practitioner  Training;  Student  Enrichment  (secondary 
and  undergraduate);  Teacher  Enrichment  (secondary  and 
undergraduate);  and  Public  Education,  performed  through  ~ 

In-house  projects  (i.e.  those  managed  direcdy  by 

Institute  staff); 
Grants;  and 
Fellowships 

Research,  policy  analysis,  and  special  programs  and  initiatives: 

Rule  of  Law;  and    Religion,  Ethics,  and  Human  Rights, 
performed  through  ~ 

In-house  projects; 
Grants;  and 
Fellowships 

Facilitation  of  conflict  resolution  dialogues: 

To  be  considered  as  an  outgrowth  of  above  analytical  and 
training  activities  and  handled  on  a  case-by-case  basis. 

Other  pubic  information  and  outreach: 

Library  program  and  information  services; 

In-house  activities 

Grants 
Publications  and  Marketing; 
Public  Affairs  and  Information. 

Management  and  administration 

Guidelines  About  Priorities:  In  giving  priority  to  policy  assessments  and 
practitioner  training,  the  Institute  would  apply  the  following  guidelines: 

Education  and  training:  In  the  education  and  training  program  we 
would  give  first  priority  to  current  needs  of  professional 
practitioners;  second  priority  to  postgraduates  and  undergraduate 
students  who  may  become  practitioners  within  a  few  years;  and  third 
priority  to  educating  and  informing  the  general  public.  Secondary 
school  students  would  receive  the  lowest  priority  among  the 
audiences  now  targeted  by  the  Education  and  Training  Program. 

At  both  the  undergraduate  and  secondary  levels  we  would  give 
priority  to  teacher  enrichment  and  related  teaching  materials  over 


136 


direct  student  enrichment  since  assisting  a  teacher  is  likely  to  have 
greater  multiplier  effects  than  assisting  individual  students. 

Even  without  any  budget  reduction  we  plan  (as  described  in  the 
answer  to  the  following  question)  to  increase  the  funding  allocated 
to  practitioner  training  and  for  that  purpose  (i)  reduce  student 
enrichment  and  (ii)  transfer  funds  initially  allocated  to  the  Matsunaga 
Medal  of  Peace.  We  will  also  increase  the  overall  level  of 
practitioner  training  by  arranging  for  greater  amounts  of  co-funding 
from  the  organizations  that  benefit  from  our  training  programs. 

Regarding  teacher  enrichment  we  would,  to  the  extent  possible, 
maintain  current  levels  of  funding  with  perhaps  a  modest  increase  in 
support  for  development  of  curricular  materials  for  college  level 
instruction;  but  if  the  size  of  the  reduction  requires  it,  we  would 
make  proportionate  reductions. 

We  would  be  prepared  to  limit  public  education  as  part  of  the 
Education  and  Training  Program  to  radio  programming  as  opposed 
to  more  expensive  video  and  television  projects. 

Research  and  Analysis:  In  our  research  and  analysis  efforts,  we 
would  give  higher  priority  to  in-house  analytical  and  local  study- 
group  activities;  would  select  residential  fellows  who  would 
complement  and  participate  in  our  in-house  work;  and  give  lower 
priority  to  grants  to  researchers  outside  the  Institute.  We  would 
seek  to  preserve  as  much  of  this  analytical  work  as  possible  since  it 
serves  as  the  substantive  foundation  for  the  rest  of  the  Institute's 
activities. 

Facilitation:  Facilitation  of  international  conflict  resolution  dialogues 
depends  substantially  on  the  facts  of  each  case.  Such  cases  are  very 
dependent  on  situations  which  cannot  be  programmed  in  advance 
and  would  be  viewed  for  budget  purposes  as  activities  to  be  funded 
from  existing  research  and  studies  and  education  and  training  funds. 

Dissemination  of  products:  We  would  give  lower  priority  to  the 
broader  dissemination  of  our  products  through  print  means,  library 
and  public  affairs  activities.  We  would  emphasize  brief  reports  for 
the  use  of  policymakers  over  items  for  dissemination  principally  to 
the  academic  community  and  would  continue  to  develop  electronic 
means  of  dissemination  through  the  Internet  and  related  systems. 

Management  and  Administration:  We  would  seek  to  keep  expenses 
for  Institute  management  and  administration  to  approximately  the 
same  proportion  of  the  total  budget  as  they  are  currently. 

Reduction  of  $1.5  Million:  Using  these  guidelines,  the  Institute  would 
translate  the  priorities  described  above  into  reductions  of  appropriations 
from  $11.5  million  to  $10.0  million,  or  $1.5  million,  in  the  manner 
described  in  the  table  and  comments  that  follow  below.  These  reductions 
affect  all  categories  of  Institute  expenditures,  but  in  particular  will  include 
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substantial  cuts  in  expenses  for  personnel,  invitational  travel,  printing,  rent, 
and  other  services. 


Reduction  of  $1.5  Million  (13  percent) 

in  FY  1996  Appropriation 

($000s) 


FY  1996 
Budget  Request 


Estimated 
Reductions 


Revised 
Total 


Education  &  Training 


In-House 
Grants 
Fellows 
Subtotal 


1609 

1147 

_Z14 


200 


1409 

1147 
214 


3470 


200 


3270 


Research  &  Studies 
fR&SVSpecial 
Programs  &  Initiatives 


In  House: 
R&S 


Rule  of  Law 


1000 


211 


Religion,  Ethics 

&  Human  Rights    25_6_ 

Grants 
Fellows 
Subtotal 


Outreach  &  Public 

Information 


1467 
2196 


4643 


150 
425 
200 


775 


1317 
1771 
780 


3868 


Library 

In-house 

Grants 
Publications  & 

Marketing 
Public  Affairs  & 

Information 
Subtotal 


521 
43 


937 


512 


Management  & 
Administration 


TOTAL 


2013 

1824 
11950 


350 

121 
1500 


1663 

1649 
10450 
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Comments  on  $1.5  Million  Reduction 

Decreases  represent  reduction  in  personnel  and  related  costs  plus  following 
programmatic  changes: 

Education  and  Training:  Decrease  represents  estimated  net  effect  of: 

•Eliminating  student  enrichment  activities  (i.e.  elimination  of  high 
school  peace  essay  contest,  summer  interns,  and  indefinite  deferral 
of  the  Matsunaga  Scholars);  and 

•Increasing  support  for  practitioner  training  through  transfers  from 
essay  contest,  Matsunaga  Scholars  and  Matsunaga  Medal  of  Peace 
funding. 

•Preparation  of  teaching  materials  for  college  undergraduates  would 
receive  a  portion  of  the  Matsunaga  Scholars  funds.  Estimate  two 
fellows  would  be  funded  who  would  work  on  cross-cultural 
negotiation;  and  conflict  resolution  training  is  assumed  to  be  one  of 
the  topics  selected  for  next  year's  solicited  grant  cycle. 

Research  and  Studies/Special  Programs:  Principal  reductions  are  in 
grants  and  fellowships.  Reductions  in  grants  would  be  in  the 
unsolicited  category.  The  number  of  fellows  would  be  reduced  by 
two  i.e.  the  total  of  13  in  the  FY  1996  budget  request  would  be 
reduced  to  11,  two  of  which  are  referred  to  in  Education  and 
Training  above  and  nine  would  work  in  more  research  and  analytical 
areas.  Reductions  assume  the  elimination  of  the  requirement  that  25 
percent  of  appropriation  will  be  used  for  grants  and  contracts  with 
not-for-profit  organizations. 

These  changes  would  also  include  a  reduction  in  in-house  analytical 
work.  The  Institute  would  consolidate  special  initiatives  as  part  of 
research  and  studies  program  and  merge  the  respective  budgets  into 
a  single  amount  for  programming  purposes.  The  Rule  of  Law 
Initiative  would  be  reduced  to  the  completion  of  key  projects  already 
underway. 

Outreach  and  Public  Information:  Further  awards  of  Matsunaga 
Medal  of  Peace  would  be  deferred  (and  funds  included  in  the  FY 
1996  budget  request  allocated  to  the  medal  would  be  transferred  to 
practitioner  training).  Reduce  work  on  national  library  network. 
Limited  radio  programming  would  be  continued. 

Management  and  Administration:  Reduce  operating  supplies, 
computer  purchases,  computer  upgrades,  and  other  items. 

Impact  of  $1.5  Million  Reduction:  As  noted  above,  a  reduction  of  $1.5 
million  would  substantially  reduce  the  Institute's  effectiveness  in  carrying 
out  its  mission  but  would  not  fundamentally  change  the  character  of  its 
programming.  The  principal  effects  would  be  to  focus  the  Institute  much 
more  on  immediate  questions  and  on  people  who  are  currently  engaged  in 
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dealing  with  world  conflicts.  Outreach  to  younger  generation  leaders-in- 
training  would  be  significantly  cut  back.  Other  effects  would  include: 

(1)  In  the  area  of  research  and  analysis,  the  elimination  of  much  of 
its  grant  and  fellowship  funding  would  restrict  the  Institute's  ability 
to  maintain  and  develop  the  network  of  analytical  talent  it  has 
constructed  within  the  policy  and  academic  communities  since  its 
creation.  It  is  this  network  that  enables  the  Institute  to  respond 
quickly  and  flexibly  in  mobilizing  qualified  specialists  in  support  of 
die  changing  challenges  of  the  current  world  disorder. 

(2)  In  education  and  training  the  reductions  would  require  the 
dismantling  of  much  of  what  the  Institute  has  been  able  to 
accomplish  at  the  high  school  level  and  plans  to  carry  out  at  the 
undergraduate  level,  thereby  reducing  its  ability  to  operate  at  all 
educational  levels  from  high  school  through  undergraduate  and 
graduate  schools.  The  Institute  considers  its  work  at  the  high  school 
level  to  be  important  for  its  long  term  benefits  to  the  country  in  terms 
of  a  better  informed  and  engaged  citizernry  and  the  next  generation 
of  foreign  practitioners.  Even  so,  the  Institute  is  willing  to  forego 
these  benefits  if  required  by  budget  limitations. 

Reduction  of  $4.0  Million:  Again,  using  the  guidelines  spelled  out  above, 
the  Institute  would  approach  the  reduction  of  $4.0  million  in  the  manner 
described  below.  These  reductions  involve  a  degree  of  personnel  and  other 
reductions  that  will  drastically  alter  the  Institute's  character  and  the  way  it 
functions  much  more  broadly  and  deeply  than  can  be  conveyed  simply  by 
itemizing  individual  reductions. 

Decreases  would  represent  substantial  cuts  in  personnel  and  related  costs 
plus  following  programmatic  changes: 

Education  and  Training:  Eliminates  all  in-house  activities  except  for 
three  teacher  institutes  and  practitioner  training.  Level  for 
practitioner  training  will  remain  unchanged  from  budget  request 
(rather  than  increased  as  described  as  part  of  $1.5  million 
reduction).  Grants  will  be  substantially  reduced  and  support  of 
doctoral  dissertations  (Peace  Scholars)  will  be  eliminated. 

Research  and  Studies/Special  Programs:  Reduces  grants  by  one- 
half  and  fellowships  by  one-third.  In  addition,  reduces  out-of- 
pocket  expenses  for  working  groups,  conferences  and  other 
research  by  one-half.  Rule  of  Law  initiative  would  be  terminated. 

Library:  Reduces  role  of  library  to  limited  support  of  in-house 
research  and  analysis  by  fellows  and  staff. 

Other  Outreach  and  Public  Information:  Substantially  reduces  out- 
of-pocket  funding.  Matsunaga  Medal  of  Peace  eliminated.  All  radio 
dissemination  eliminated  except  radio  satellite  tours,  which  Institute 
regards  as  particularly  cost-effective  means  of  making  its  products 
available  to  the  American  people. 
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Management  and  Administration:  Substantial  reduction  across  the 
board  in  extent  of  administrative  and  management  support  to 
Institute  programs. 

Impact  of  $4.0  Million  Reduction:  A  $4.0  million  reduction  would 
drastically  alter  the  nature  of  the  Institute  and  its  ability  to  carry  out  the 
integrated/mutually  reinforcing  programs  which  it  operates  in  fulfillment  of 
its  mandate  from  Congress.  In  addition  to  the  effects  described  above  for 
the  $1.5  million  cut,  other  important  effects  would  include: 

(1)  A  reduction  in  the  number  of  fellows  at  the  Institute  would 
significantly  reduce  the  research  efforts  of  the  Institute.  The  fellows 
program  is  a  way  of  sponsoring  targeted,  relevant  research  that  the 
Institute  and  its  customers  can  benefit  from  without  maintaining  a 
large  permanent  staff.  This  is  an  attractive  flexibility  not  always 
available  to  other  government  entities.  Another  impact  would  be  the 
loss  of  critical  mass  necessary  for  the  work  of  fellows.  At  present 
the  work  of  individual  fellows  is  designed  to  be  mutually  supportive 
of  the  work  of  other  fellows. 

(2)  Grants  would  be  limited  to  one  solicited  grant  cycle  and  one 
(perhaps  abbreviated)  unsolicited  cycle  each  year.  The  damaging 
effect  on  the  Institute's  network  of  associations  throughout  the  U.S. 
would  be  much  more  severe  than  under  the  $1.5  million  level  cut 
described  above.  The  grant  program  stimulates  and  directs  work  by 
a  wide  range  of  professionals  on  projects  of  direct  benefit  to  the 
U.S.  government's  work  to  resolve  international  conflicts 
peacefully.  The  Institute  has  used  its  first  10  years  of  operation  to 
invest  in  a  relevant  and  effective  grant  program.  To  cripple  the 
benefits  of  this  investment  would  be  to  lose  a  good  deal  of  what  has 
been  achieved  and  substantially  weaken  the  outreach  and  standing  of 
the  Institute  as  a  national  and  international  center  and  focal  point  of 
research,  training,  and  policy  assessment. 

(3)  Both  the  grants  and  fellows  programs  have  given  the  Institute  the 
ability  to  respond  to  new  developments  in  world  conflict  without 
building  up  a  large  bureaucracy.  This  ability  would  be  seriously 
reduced. 

(4)  Facilitation  efforts  would  be  much  more  difficult  to  organize 
since  the  resources  and  the  expertise  needed  would  not  be  as  readily 
available  to  the  Institute  to  identify  and/or  respond  to  opportunities  at 
facilitation. 

In  summary,  the  Institute  in  its  first  ten  years  has  tested  and  developed  a 
broad  range  of  means  for  advancing  the  government's  capability  to  address 
international  conflicts.  It  believes  that  its  efforts  now  underway  at  the  $1 1.5 
million  level  of  funding,  whose  impact  is  only  beginning  to  be  felt,  will 
have  an  impact  that  will  grow  exponentially.  For  example,  we  have  the 
opportunity  to  conduct  significant  studies  in  foreign  practitioner  training  and 
to  lead,  define  and  stimulate  developments  in  the  field,  but  the  research  we 
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have  begun  in  cross-cultural  negotiations  needs  to  continue  through  our  in- 
house  research,  grants  and  fellows  program.  A  variety  of  organizations  are 
trying  to  make  their  work  more  relevant  as  a  result  of  the  Institute's  efforts 
and  the  Institute  is  finding  new  ways  (such  as  the  use  of  Internet  and 
different  types  of  grants)  to  disseminate  the  work  of  these  efforts.  The 
critical  mass  that  the  Institute  is  developing  would  be  lost  and  its  ability  to 
play  a  critical  role  in  stimulating,  directing  and  disseminating  crippled.  As 
the  country  grapples  with  policy  and  institutional  adjustments  to  the  post- 
Cold  War  world,  crippling  the  Institute  would  in  effect  eliminate  one  of  the 
nation's  most  effective  tools  for  addressing  questions  of  disorder  and 
conflict  in  the  world.  (The  impact  of  a  budget  reduction  of  this  size  is 
considered  further  in  the  answers  to  another  question  below.) 

PRACTITIONER  TRAINING 

Mr.  Porter:  Dr.  Solomon,  you  know  from  our  many  conversations  that  I 
believe  the  Peace  Institute  provides  real  value  to  the  country  in  two  primary 
ways:  First,  by  assisting  policymakers  and  negotiators  to  impact  the  policy- 
making process,  and  second  through  its  potential  to  create  a  degree  or 
certificate  granting  training  program  which  will  give  real  skills  to 
individuals.  I  was  pleased  to  see  that  last  year  you  listed  practitioner 
training  as  your  highest  priority  in  allocating  scarce  funding.  I  am  less 
convinced  that  other  of  the  Institute's  activities  provide  real  value. 
Nevertheless,  for  1996,  education  and  training  together  are  listed  as  only  the 
Institute's  fourth  priority  in  terms  of  dollars.  Administration,  grants  and  the 
Jennings  Randolph  Fellowships  all  receive  larger  appropriations.  Do  you 
intend  to  focus  more  heavily  on  practitioner  training  in  1996,  and  if  so, 
what  lesser  priorities  can  be  sacrificed  in  order  to  do  so? 

Dr.  Solomon:  We  agree  with  and  appreciate  your  statement  that  the 
Institute  provides  real  value  to  our  country  through  its  efforts  to  assist 
policymakers  and  negotiators  in  the  policymaking  process  and  to  provide 
skills  training  to  practitioners.  As  noted  in  the  preceding  answer,  we 
consider  policy  assessment  and  practitioner  training  as  the  top  priority  needs 
to  be  satisfied  with  Institute  resources. 

Increasing  Priority  Given  to  Education  and  Training: 

The  Institute  has  been  steadily  increasing  the  emphasis  it  places  on 
education  and  training  for  several  years.  It  would  be  misleading  to  measure 
how  much  priority  the  Institute  gives  to  a  particular  program  area  solely  by 
ranking  the  amount  of  funds  allocated  to  the  Institute's  individual  program 
units.  As  indicated  in  the  preceding  answer,  both  grants  and  fellowships 
should  be  included  in  calculating  the  amount  of  funds  used  for  education 
and  training  or  for  research  and  analysis.  Since  management  and 
administration  expenses  support  all  Institute  activities,  they  should  be 
examined  separately  from  the  other  substantive  activities  of  the  Institute. 
Moreover,  many  Institute  activities  do  not  divide  easily  and  neatly  into  one 
category  or  another,  since  a  particular  project  such  as  a  fellowship  often 
combines  research  and  educational  features. 
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The  actual  figures  for  education  and  training  in  FY  1994  and  the  plans  for 
FY  1995  and  FY  1996  show  how  the  funding  of  education  and  training  has 
been  increasing: 


FY  1994               FY  1995 

FY  1996 

(Actual)                (Est) 

(Est) 

Education  and  Training 

In-house* 

1071                     1539 

1609 

Giants 

774                    1133 

1147 

Fellowships 

279                 _226 

JDA 

Total 

2124                    2998 
aged  directly  by  Institute  staff 

3470 

*i.e.,  those  projects  man 

Increasing  Focus  on 

Practitioner  Training: 

As  part  of  these  overall  education  and  training  activities,  the  Institute  began 
its  practitioner  training  activities  several  years  ago  by  making  grants  and 
holding  conferences  and  workshops  to  support  the  work  of  others  and  to 
help  the  Institute  consider  what  role  it  should  play  in  this  field. 

Conferences:  In  1992,  the  Institute  organized  a  three-day  conference  on 
bridging  the  gap  between  theory  and  practice  in  conflict  resolution,  which 
brought  together  for  the  first  time  academics,  practitioners,  and  trainers  to 
assess  the  effectiveness  of  conflict  resolution  techniques  for  such  world 
conflicts  as  the  former  Yugoslavia,  Nagorno-Karabakh,  Peru, 
Mozambique,  and  Kashmir. 

Immediately  following  the  conference  and  several  times  since  then,  the 
Institute  has  convened  seminars  with  the  experts  who  had  participated  in  the 
conference  and  others  to  review  the  needs  of  the  conflict  resolution  field 
and  the  role  that  the  Institute  might  perform  in  helping  to  regularize  and 
promote  a  new  and  fast  growing  field.  These  discussions  gave  special 
attention  to  the  best  role  for  the  Institute  in  training  foreign  affairs 
practitioners  in  conflict  resolution  and  management  skills. 

Grants:  The  Institute's  grant  program  played  an  important  role  in 
developing  the  Institute's  work  in  practitioner  training  and  still  continues  to 
do  so.  By  supporting  the  work  of  others  through  grants,  the  Institute 
learned  about  the  kinds  of  training  activities  being  conducted  and  identified 
the  unmet  needs  of  the  field.  Over  the  years  the  total  amount  of  grant 
awards  devoted  to  conflict  resolution  and  other  professional  training  has 
increased  significantly,  as  the  following  table  demonstrates: 
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GRANT  AWARDS  FOR  CONFLICT  RESOLUTION  AND 

OTHER  PROFESSIONAL  TRAINING 

FY  1987  -  FY  1995 


Fiscal  Year 

No.  of  Grants 

Total  Amount 

($000s> 

1987 

l 

20 

1988 

4 

143 

1989 

2 

40 

1990 

2 

55 

1991 

6 

110 

1992 

8 

230 

1993 

14 

751 

1994 

6 

234 

1995  (To  Date) 

-6 

m 

Total 

49 

1776 

The  number  of  grants  and  funding  in  FY  1993  are  significantly  larger  than 
in  other  years  because  the  Institute's  solicited  grant  cycle  in  that  year  invited 
proposals  for  training  programs  to  enhance  the  ability  of  organizations  in 
such  places  as  Eastern  Europe,  the  former  Soviet  Union,  and  parts  of 
Africa,  Asia,  and  Latin  America  to  reduce  the  potential  for  conflict  and  to 
sharpen  peacemaking  and  peacebuilding  skills.  The  project  objectives  were 
to  include  the  development  of  new  training  materials  and  models  (or  the 
modification  of  existing  ones)  for  the  new  conflict  situations  in  each  area. 
Project  activity  might  include  the  training  of  individuals  in  conflict 
management  and  resolution  techniques,  and  the  development  of  indigenous 
institutional  capabilities  to  carry  out  such  skills  training. 

The  amount  for  FY  1995  is  based  in  part  on  the  Institute's  current  solicited 
grant  topic,  which  includes  a  component  for  the  development  of  new 
training  programs  and  related  materials  on  international  and  cross-cultural 
negotiation  behavior.  The  Institute's  circular  for  this  competition  invites 
applications  on  the  following  subtopics: 

•Training  materials  for  prenegotiation  situations; 

•Training  for  institutional  or  organizational  capacity-building; 

•Training  to  assist  negotiation  processes  in  protracted  social 

conflicts; 
•Training  for  multilateral  negotiation;  and 
•Training  for  negotiation  in  specific  conflict  situations 

The  final  number  for  FY  1995  will  also  include  any  awards  that  will  be 
made  as  part  of  the  Institute's  remaining  unsolicited  grant  cycle  for  this 
year. 

The  following  are  two  examples  of  the  49  grants  included  in  the  table  above: 

•  A  grant  in  1990  funded  a  workshop  on  negotiation  and  conflict 
resolution  for  NATO  and  Warsaw  Pact  diplomats  as  part  of  a 
concerted  effort  to  raise  awareness  among  participating 
governments  about  the  utility  of  institutionalized  negotiation 
training  exercises  for  diplomats. 
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•  A  1993  grant  supported  a  conflict  resolution  and  negotiation 
training  program  for  middle  to  senior  level  staff  members  of  the 
UN,  regional  organizations,  and  inter-governmental  and  non- 
governmental humanitarian  organizations. 

Other  grant-supported  projects  have  helped  build  local  training  capabilities 
in  conflict  resolution  and  negotiation  in  Russia,  Romania,  Hungary, 
Poland,  Azerbaijan,  Armenia,  Georgia,  Somalia,  South  Africa,  Serbia, 
Croatia,  Bosnia,  Guatemala,  Cyprus,  Israel,  Egypt,  and  Jordan. 

Fellowships:  Institute  fellows  are  playing  a  growing  role  in  the  Institute's 
training  of  practitioners.  In  FY  1994,  as  part  of  the  Institute's  work  on 
cross-cultural  negotiation  behavior  and  related  training,  one  fellow  began  a 
project  on  Russian  negotiating  behavior.  In  FY  1995  two  fellows  are 
conducting  projects  involving  training  in  cross-cultural  negotiations. 

Institute's  In-house  Training  Activities:  Based  on  the  activities  described 
above,  the  Institute  initiated  practitioner  training  activities  directly  in  FY 
1994  and  has  now  begun  to  play  a  major  role  in  shaping  the  field.  During 
that  fiscal  year,  the  Institute  held  its  first  International  Conflict  Resolution 
Skills  Training  program  (ICREST)  for  mid-level  diplomats  drawn 
principally  from  the  Organization  of  American  States  (OAS),  Department  of 
State,  United  Nations,  Organization  of  African  Unity  (OAU),  and  Royal 
Cambodian  Government.  Later  in  that  same  fiscal  year  the  Institute 
followed  up  by  sending  a  special  training  team  to  Cambodia  and  Thailand  to 
conduct  ICREST  seminars  for  the  Royal  Cambodian  Government  and  the 
Royal  Thai  Government. 

In  FY  1995  the  Institute  is  further  expanding  its  training  scope,  and  in  so 
doing: 

(1)  Has  provided  training  to  Department  of  State  personnel  and  to 
officials  from  the  United  States  Information  Agency; 

(2)  Will  offer  in  the  spring  of  1995,  together  with  the  Army  War 
College's  Peacekeeping  Institute,  a  program  on  the  subject  of 
"Managing  Contemporary  Conflict  in  Complex  Emergencies." 
Participants  have  been  invited  from  the  U.S.  Government  (including 
the  Department  of  State,  AID,  USIA,  Department  of  Defense,  and 
Congress),  OAS,  OAU  and  from  major  non-governmental 
organizations  based  in  the  United  States  and  abroad; 

(3)  Is  developing  a  broad-based  program  for  addressing  issues 
involving  with  cross-cultural  negotiations  that  includes  studies  of 
different  national  approaches  to  negotiations,  a  related  database  for 
use  by  American  negotiators,  and  training  for  practitioners  in  this 
highly  critical  area;  and 

(4)  Is  planning  training  seminars  with  diplomats  involved  in  the 
various  actual  and  potential  conflicts  in  the  Balkans  and  with  other 
groups  involved  in  conflicts  in  Southeast  Asia  and  Africa. 
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Plans  for  FY  1996:  The  Institute  plans  a  continued  expansion  of  its 
practitioner  training  during  FY  1996,  which  will  be  reflected  in  several 
ways: 

In-house:  The  Institute's  institutional  capacity  will  grow  through  an 
expansion  in  staff,  which  should  be  completed  in  FY  1995  but  cannot  be 
expected  to  have  significant  program  impact  until  FY  1996.  Institute 
personnel  devoted  to  practitioner  training  will  approximately  double  by  the 
end  of  FY  1996.  As  part  of  the  management  review  conducted  during  FY 
1994,  education  and  training  was  reestablished  as  a  separate  program  (it  had 
previously  been  directed  by  the  same  person  who  directed  the  grant 
program).  The  Institute  is  now  recruiting  a  new  director  for  education  and 
training  and  plans  to  hire  a  person  with  extensive  professional  experience  in 
practitioner  training.  In  addition,  a  new  senior  program  officer  for  training 
will  be  added.  Finally,  the  Institute's  president  is  taking  a  lead  role  in 
constructing  the  cross-cultural  negotiations-analysis  and  training  program; 
and  the  executive  vice  president,  who  has  a  strong  background  in  education, 
is  playing  a  direct  role  in  the  further  development  of  these  activities. 

The  program  is  expanding  at  a  rapid  pace.  The  Institute  plans  for  a 
significant  increase  in  the  number  of  training  seminars,  which  will  include 
ones  similar  to  the  basic  ICREST  training  offered  for  the  past  two  years 
plus  more  individualized  courses  for  U.S.  Government  personnel  and  for 
personnel  from  foreign  governments  and  international  organizations. 

Work  will  continue  both  in  refining  the  design  of  the  training  programs  that 
the  Institute  offers,  and  in  expanding  the  operation  of  the  programs 
themselves.  The  work  on  program  design  will  include  production  of 
training  materials  at  the  operational  level.  We  expect  to  give  increasing 
priority  to  the  training  of  trainers  in  order  to  gain  the  maximum  multiplier 
effect  from  our  efforts.  We  would,  however,  also  continue  to  train 
diplomats,  negotiators,  and  other  practitioners  directly,  since  we  consider 
the  direct  feedback  we  receive  from  individuals  with  ongoing  careers  in  the 
field  critical  to  our  own  effectiveness. 

Grants  and  Fellows:  We  expect  that  one  of  two  solicited  grant 
topics  for  FY  1996  will  be  in  the  area  of  practitioner  training  and  that  two 
fellows  will  continue  to  work  on  questions  related  to  cross-cultural 
negotiation  and  training.  These  grants  and  fellowships  will  be  selected  so 
that  they  support  the  in-house  activities  described  above. 

Funding:  The  funding  allocated  to  practitioner  training  activities  will 
increase  substantially.  As  noted  in  the  answer  to  the  preceding  question,  the 
Institute  plans  to  shift  funds  from  the  Matsunaga  Medal  of  Peace  and  the 
Matsunaga  Scholars  Program  to  practitioner  training  (even  if  the 
appropriation  is  maintained  as  requested  at  $1 1.5  million).  Also  the  effect 
of  Institute  funds  should  be  even  greater  because  we  will  arrange  greater 
cost  sharing  from  organizations  benefiting  from  the  Institute's  training. 
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The  results  for  the  period  FY  1994  through  FY  1996  are  estimated  to  be  as 
follows: 


ESTIMATES  OF  FUNDS  USED  FOR 

PRACTITIONER  TRAINING 

FY  1994  -  FY  1996 

($000s) 


FY  1994 


FY  1995 


FY  1996 


In-housc 

Giants 

Fellowships 


TOTAL 


227 
234 
_5Q 

511 


406 
250 
lflQ 

756 


530 
300 

1080 


AFL-CIO  GRANTS 

Mr.  Porter:  The  authorizing  statute  lists  the  types  of  institutions  which 
may  receive  grants.  The  AFL-CIO  is  specifically  listed  as  an  example  of  a 
"research  organization"  which  should  be  considered  for  grants.  Please  list 
for  the  record  how  many  grants  and  in  which  amounts  the  Peace  Institute 
has  made  to  the  AFL-CIO  during  its  history. 

Dr.  Solomon:  The  AFL/CIO  has  never  submitted  an  application  for  a 
grant  to  the  Institute,  and  no  grants  have  been  made  to  the  AFL/CIO. 

DEGREE  GRANTING 

Mr.  Porter:  Is  the  vision  of  a  degree-granting  Peace  Institute  realistically 
achievable  in  the  near  future,  and  is  that  in  your  opinion  a  proper  role  for  the 
Institute? 


Dr.  Solomon:  Initiating  a  degree- gran  ting  program  for  undergraduate 
and/or  graduate  education  or  for  practitioners  is  a  vision  that  the  Institute 
continues  to  share  with  many  of  its  longtime  supporters.  The  Institute 
would,  however,  continue  to  defer  any  plans  to  award  degrees  for  'the 
foreseeable  future  because  of  the  substantial  costs  involved  in  creating  an 
accredited  program  and  also  because  of  the  difficulty  in  arranging  for 
foreign  affairs  professionals,  who  are  the  primary  audience  for  such 
training,  to  make  time  in  their  busy  schedules  to  participate  in  the  work  that 
would  be  required  to  obtain  a  degree. 

Establishing  and  maintaining  degree-granting  programs  for  undergraduates 
and/or  postgraduates  would  divert  Institute  resources  from  other  important 
work.  The  costs  of  assembling  a  faculty  qualified  to  train  candidates, 
developing  an  extensive  curriculum,  and  providing  the  physical  and 
technological  facilities  necessary  to  start  and  receive  accreditation  for  such  a 
program  would  likely  exceed  the  entire  appropriated  budget  for  the  Institute 
(at  the  FY  1995  level).  In  addition,  a  degree- granting  function  would  need 
to  be  carefully  designed  to  avoid  duplicating  efforts  at  some  schools  of 
international  affairs  and  would  take  away  from  the  Institute's  capacity  to 
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design  programs  that  respond  to  the  needs  of  other  audiences.  The 
Institute's  current  programs  allow  the  Institute  to  stretch  its  limited 
resources  and  to  recruit  the  experts  it  needs  without  the  associated  costs  of 
maintaining  a  permanent  faculty. 

The  Institute's  strengths  lie  in  its  ability  to  reach  those  individuals,  from 
high  school  teachers  to  seasoned  practitioners,  who  can  most  effectively 
grasp  and  employ  the  type  of  education  and  training  in  conflict  management 
and  resolution  that  the  Institute  offers.  These  audiences  are  already 
established  in  their  professions  and  attend  Institute  programs  for  the 
acquisition  of  specific  skills  within  a  short  time  span.  This  is  especially  true 
in  the  case  of  foreign  affairs  practitioners  whose  ability  to  carve  out  time 
from  very  busy  schedules  is  limited.  The  Institute  has  crafted  training 
sessions  to  allow  practitioners  to  acquire  and  develop  conflict  resolution 
skills  without  the  extensive  background  work  implied  by  a  degree-granting 
program.  The  Institute  does  award  certificates  of  participation  to  teachers 
and  practitioners  and  will  continue  to  do  so  as  a  means  of  building 
credibility  over  time. 

The  role  of  awarding  degrees  thus  would  be  a  proper  one  for  the  Institute 
only  if  its  resources  grow  substantially  or  if  a  program  could  be  structured 
in  collaboration  with  existing  schools  of  international  affairs. 

MANAGEMENT  REVIEW 

Mr.  Porter:  Would  you  bring  us  up  to  date  on  the  results  of  your 
management  review?  Is  it  fully  completed  and  changes  implemented  at  this 
point? 

Dr.  Solomon:  We  expect  the  management  review  to  be  fully  completed  in 
the  third  quarter  of  FY  1995.  In  this  review  the  overall  structure  of  Institute 
staff  positions  and  responsibilities  has  been  reassessed,  revisions  have  been 
made  as  appropriate,  and  key  personnel  have  been  recruited,  reassigned  or 
let  go.  One  result  of  this  review  has  been  the  tightening  up  of  senior 
management  procedures,  i.e.,  clarification  of  responsibilities  and  senior 
staff  review  of  all  major  projects.  A  reduction  in  the  number  of  program 
directors  and  increased  responsibility  for  the  remaining  directors  are 
objectives  that  are  being  implemented  which  will  result  in  a  more 
streamlined  and  better  coordinated  organization. 

To  date,  all  job  descriptions  and  compensation  levels  have  been  reviewed 
and  adjustments  will  be  made  as  required.  A  new  system  of  performance 
appraisals  is  being  introduced  in  order  to  achieve  desirable  levels  of 
productivity  and  accountability. 

The  Office  of  General  Counsel  --  a  full-time,  senior  position  —  was 
eliminated  based  on  the  assessment  that  the  Institute's  needs  had  changed 
and  that  our  requirements  for  legal  counsel  could  be  provided  in  other,  less 
costly  ways.  We  are  assessing  ways  of  coordinating  the  management  of 
our  publications,  public  outreach  and  electronic  communication  activities  in 
a  more  efficient  manner,  to  reflect  the  new  possibilities  of  the  "information 
age. 
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Some  additional  objectives  of  the  management  review  include: 

—better  setting  and  articulation  of  programmatic  priorities; 

-ensuring  close  collaboration  among  the  different  programs  so  that 

work  in  one  area  reinforces  the  work  of  others  in  order  to  maximize 

productivity;  and 

-stronger  coordination  of  research  efforts  under  one  program  director  in 

order  to  achieve  better  collaboration,  cooperation  and  to  reduce 

resources  devoted  to  management. 

As  noted  in  the  Institute's  FY  1996  budget  request,  the  management  review 
involved  some  one-time  expenses  that  increased  the  amount  of  funds 
allocated  to  Management  and  Administration  during  FY  1994.  The  benefits 
to  the  Institute  both  tangible  and  intangible  terms  clearly  outweigh  the  costs 
of  the  review.  The  elimination  of  the  Office  of  General  Counsel,  for 
example,  will  save  approximately  $600,000  over  a  five-year  period.  Other 
savings  that  are  less  clearly  identifiable  in  the  range  of  $100,000  to 
$200,000  a  year  are  expected  from  tighter  management  of  the  fellows 
program  based  upon  reduction  in  fellows'  travel  and  other  expenses. 
Senior  staff  directors  also  report  improvements  in  morale  and  general 
efficiency  of  their  units. 

NON-APPROPRIATED  SOURCES  OF  REVENUES 

Mr.  Porter:  Would  you  provide  a  10-year  table  showing  non- 
appropriated sources  of  revenue  to  the  endowment  and  interest  on 
appropriated  funds? 

Dr.  Solomon:  The  information  requested  is  in  the  following  table. 


NON- APPROPRIATED  SOURCES  OF  REVENUE 

Fiscal  Years  1986-1995 

($000s) 


Fiscal  Years 

Publications 
Sales 

Grant 
Interest 

Grant 
Refunds 

Investment 
and  Bank 
Interest 

Misc. 

Total 

1986 

1987 

57 

57 

1988 

122 

122 

1989 

5 

19 

301 

5 

330 

1990 

14 

44 

334 

6 

398 

1991 

25 

33 

29 

274 

361 

1992 

72 

10 

58 

196 

336 

1993 

104 

17 

53 

152 

326 

1994 

164 

19 

30 

149 

362 

1995* 

55 

3 

12 

31 

1 

102 

Year  to  date  through  January  31,  1995 
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EDUCATION  PROGRAM  AND  HIGH  SCHOOL  STUDENT 
ENRICHMENT 

Mr.  Porter:  Dr.  Solomon,  I  want  to  pick  up  the  thread  of  my  earlier 
questions.  I  understand  the  value  of  your  training  mission.  But  I  am  less 
convinced  as  to  the  value  of  the  education  program,  particularly  at  the  high 
school  level.  In  your  opinion,  how  important  [is]  education  to  the 
Institute's  mission,  and  would  you  focus  specifically  on  the  Peace  essay 
contest  and  high  school  "student  enrichment"  activities? 

Dr.  Solomon:  The  Institute's  mission  is  to  increase  the  nation's  capability 
to  resolve  international  conflicts  peacefully.  As  stated  in  greater  detail  in  the 
United  States  Institute  of  Peace  Act,  the  Institute's  purpose  is 

"to  serve  the  people  and  the  Government  through  the  widest 
possible  range  of  education  and  training,  basic  and  applied  research 
opportunities,  and  peace  information  services  on  the  means  to 
promote  international  peace  and  the  resolution  of  conflicts  among  the 
peoples  of  the  world  without  recourse  to  violence."  (Sec.  1702  [b]; 
emphasis  added) 

Thus,  the  Congress  originally  saw  education  and  training  as  a  central  part  of 
the  Institute's  charter  and  education  as  an  important  component  of  its  overall 
programs.  Since  democracy  is  predicated  on  an  informed  electorate, 
Americans  need  to  understand  inter-state  and  intra-state  conflict  -  its  nature, 
causes,  and  solutions,  as  today's  world  forces  our  government  continually 
to  make  difficult  foreign  policy  choices.  The  Institute's  education  program 
has  been  designed  to  serve  these  needs  by  helping  to  make  students  more 
effectively  prepared  citizens  and  by  attracting  some  of  them  to  work  in  the 
field  of  foreign  affairs  and  conflict  management  and  resolution. 

During  the  last  several  years,  the  Institute  has  worked  to  build  an  integrated 
approach  to  the  various  educational  levels,  from  high  school  through 
undergraduate  and  on  to  postgraduate  training.  It  has  also  designed 
programs  to  raise  awareness  of  the  general  public,  with  special  attention  to 
those  who  are  at  work  as  practitioners  in  the  field  of  foreign  affairs  and 
conflict  management.  The  Institute  has  considered  it  important  for  it  to 
work  in  an  integrated  way  at  all  of  these  levels,  both  with  teachers  and  with 
students. 

The  high  school  student  enrichment  courses  are  designed  to  reach  out  to  the 
next  generation  of  voters  and  practitioners  to  inform  them  about  the  issues 
relating  to  international  peacemaking  and  peacekeeping.  The  National  Peace 
Essay  Contest,  now  in  its  eighth  year,  has  reached  over  50,000  students. 
The  contest  promotes  the  Institute's  mandate  by  actively  engaging  students 
and  teachers  in  thinking  critically  about  issues  related  to  war  and  peace.  By 
introducing  these  subjects  early  in  the  educational  process,  we  can:  (a)  reach 
many  students  who  may  not  continue  their  education  after  high  school;  (b) 
foster  independent  research,  thinking,  and  writing;  and  (c)  require  students 
to  promote  and  defend  their  own  ideas.  Young  people  do  not  gain  these 
skills  automatically  when  they  reach  voting  age.  High  school  classrooms 
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provide  a  place  for  students  to  explore  ideas,  expand  their  views,  and  tackle 
difficult  issues  with  which  they  must  deal  as  citizens  in  a  democracy. 

For  those  students  who  participate,  the  early  exposure  to  issues  of  conflict 
and  conflict  resolution  is  likely  to  have  a  significant  effect  on  career  choices 
in  the  areas  of  conflict  management,  international  law  and  business, 
international  affairs,  and  policy-making. 

As  noted  in  the  answer  to  the  first  question  above,  however,  there  is  an 
order  of  priority  to  these  efforts.  Practitioner  training  is  our  first  priority 
with  teacher  training  efforts  at  the  undergraduate  level  as  the  next  order  of 
priority. 

LIBRARY  SERVICES  FOR  PRACTITIONERS 

Mr.  Porter:  Are  you  able  to  evaluate  the  extent  to  which  practitioners,  as 
opposed  to  academics,  use  the  Rankin  Library  and  related  services? 

Dr.  Solomon:  The  Institute's  library  provides  information  access  and 
services  to  Institute  staff  and  fellows,  the  scholarly  and  policy  communities, 
diplomats  and  other  practitioners  in  the  field,  teachers  and  students,  and  the 
public  at  large  seeking  specialized  material  in  the  fields  of  peace  and 
international  conflict  management.  It  is  the  only  specialized  federal  library 
with  a  research  collection  that  focuses  on  international  peace  and  conflict 
resolution,  and  that  is  open  to  visitors  and  serves  the  public  outside  of  the 
Washington,  D.C.  area. 

The  most  extensive  and  important  use  of  the  Institute's  library  collection  and 
services  by  practitioners  is  the  support  the  library  provides  to  Institute 
fellows,  guest  scholars,  and  staff  members.  Access  to  specialized  materials 
and  information  services,  such  as  inter-library  loan  and  searches  on 
commercial  on-line  databases,  are  unavailable  to  our  staff  and  fellows  at 
other  libraries  in  the  Washington,  D.C.  area.  The  Institute's  library  has 
supported  the  research  of  some  100  prominent  diplomats  and  foreign  affairs 
practitioners,  scholars  and  journalists  who  have  been  in  residence  at  the 
Institute.  Of  these,  49  (or  nearly  one-half)  have  been  practitioners.  Notable 
recent  examples  are  (1)  Cameron  Hume,  who  was  the  U.S.  Representative 
to  Mozambique's  peace  talks  and  who  completed  the  Institute's  book 
entitled  Ending  Mozambique' s  War:  The  Role  of  Mediation  and  Good 
Offices,  and  (2)  John  Maresca,  who  was  U.S.  Ambassador  to  the  CSCE 
from  1989  to  1992  and  authored  an  Institute  special  report,  War  in  the 
Caucasus:  A  Proposal  for  Settlement  of  the  Conflict  over  Nagorno- 
Karabakh. 

The  Institute's  library  also  offers  library  services  to  scholars  and 
practitioners  outside  the  Institute,  both  in  the  Washington  area  and  more 
widely  within  the  United  States  Computer  networks,  fax  machines,  and 
telephones  facilitate  inter-library  loan,  reference  and  Internet  services, 
promoting  access  to  the  library's  specialized  materials  by  researchers  and 
practitioners  throughout  the  United  States.  For  example,  our  inter-library 
loan  data  indicate  that  three-quarters  of  the  libraries  that  borrowed  items 
from  the  Institute's  collection  in  1994  were  non-academic  institutions. 
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The  Institute's  Jeannette  Rankin  Library  Program  works  closely  with  the 
Grant  Program  to  support  projects  that  develop  tools  or  enhance  access  to 
information  critical  to  scholars  and  practitioners  in  the  fields  of  conflict 
management  and  resolution.  For  example,  grants  have  been  awarded  to 
develop  an  educational  software  program  designed  to  improve  the 
understanding  of  repetitious  patterns  in  regional  conflicts;  a  reference  guide 
to  ethnic  conflicts  in  Europe;  a  computerized  database  on  Third  World 
military  arms  production;  and  a  library  and  media  resource  center  on 
conflict  management,  global  education,  world  trade  and  international 
development 

MATSUNAGA  MEDAL  OF  PEACE  AWARDS 

Mr.  Porter:  The  Matsunaga  awards  have  generated  some  controversy 
over  the  last  several  years.  Please  bring  us  up  to  date  on  the  status  of  the 
program,  your  plans  for  it  for  1996,  and  whether  you  consider  this 
sufficiently  important  to  divert  funds  which  could  otherwise  be  used  for 
practitioner  training. 

Dr.  Solomon:  For  the  reasons  outlined  below,  the  Institute  has  decided  to 
transfer  the  funds  included  in  its  FY  1996  budget  request  for  the  Matsunaga 
Medal  (estimated  at  $50,000)  to  its  Education  and  Training  Program  to 
support  additional  practitioner  training  activities.  The  following  discussion 
also  presents  the  background  to  the  Institute's  previous  approach  to  the 
medal  and  responds  to  other  points  raised  in  your  question. 

General  Purpose:  In  FY  1991,  the  Congress  authorized  the  Institute  to 
award  the  medal  for  the  purpose  of  giving  recognition  to  individuals  who 
have  contributed  in  extraordinary  ways  to  peace  among  the  nations  and 
peoples  of  the  world. 

The  Institute  regards  the  Matsunaga  Medal  of  Peace  as  a  potentially  very 
useful  and  relatively  low  cost  part  of  its  outreach  to  the  American  public. 
The  medal  can  help  to  focus  attention  on  the  special  measure  of  courage, 
initiative  and  skills  required  for  peacemaking  and  peacekeeping;  can 
publicize  the  lives  and  work  of  outstanding  individuals  who  dedicate 
themselves  to  the  field  of  international  conflict  resolution,  including  those 
who  have  made  contributions  that  advance  society's  knowledge  and  skill  in 
peacemaking  and  conflict  management;  and  can  serve  as  a  symbol  of  the 
commitment  of  the  American  people  to  the  peaceful  resolution  of 
international  conflicts.  The  Institute  does  not  anticipate  that  future  recipients 
will  necessarily  have  such  high  profiles  as  the  two  former  Presidents  who 
were  the  first  laureates  to  receive  the  medal  and  that  a  broad  array  of 
peacemakers  would  be  given  equal  attention  in  the  selection  process. 

Awards  To  Date:  The  only  recipients  of  the  medal  to  date  have  been  former 
President  Carter  and  former  President  Reagan  who  were  selected  by  the 
Institute's  board  of  directors  after  an  international  selection  process  in 
November,  1992.  The  nomination  forms  mailed  in  the  preceding  year 
indicated  that  the  award  would  include  a  cash  amount  of  $25,000.  Each  of 
the  recipients  received  a  letter  in  December,  1992,  informing  them  that  the 
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medal  had  been  awarded  to  them  and  included  a  bronze  medal  struck  by  the 
U.S.  Mint  (as  required  by  statute)  and  a  $25,000  cash  prize.  (Thus,  the 
commitment  to  include  a  cash  award  with  the  medal  was  made  during  FY 
1993.)  Following  announcement  of  the  awards,  the  Institute  sought  to 
arrange  appropriate  presentation  ceremonies  to  honor  the  recipients, 
including  possible  attendance  at  a  dinner  held  at  the  same  time  as  the 
Institute's  tenth  anniversary  conference  on  "Managing  Chaos  —  Conflict 
Resolution  in  the  Twenty-first  Century."  It  was  not  possible  to  arrange  a 
joint  delivery  ceremony;  instead,  the  Institute  delivered  the  medals  and  cash 
awards  separately  to  the  two  laureates  in  November  and  December,  1994. 
In  advance  of  the  delivery  of  the  cash  awards,  both  recipients  had 
designated  organizations  that  are  tax  exempt  under  the  Internal  Revenue 
Code  to  receive  the  awards. 

Question  About  Cash  Awards:  In  its  committee  report  for  the  Institute's  FY 
1994  appropriation,  the  House  Appropriations  Committee  stated  that  no  FY 
1994  funds  should  be  used  for  cash  awards.  As  noted  above,  the  Institute 
has  not  made  any  further  awards  since  that  time.  It  has,  however, 
discussed  informally  with  the  committee  its  understanding  of  the  wording  of 
the  United  States  Institute  of  Peace  Act,  based  on  the  advice  of  legal 
counsel,  that  the  Institute  has  discretion  over  whether  or  not  to  make  an 
award,  but  that  if  an  award  is  made,  it  is  obligated  by  the  wording  of  the 
statute  to  include  some  cash  award  not  greater  than  $25,000.  (Section  1705 
[c][l][A]  states  that  the  Institute  "mav  each  year  make  an  award"  which 
"shall  include  ...  a  cash  award  in  an  amount  of  not  to  exceed  $25,000  for 
any  recipient.")  (Emphasis  added)  In  any  such  communication,  however, 
the  Institute  has  been  careful  to  state  that  it  will  consult  with  the  committee 
before  proceeding  with  any  further  awards. 

Budget  Request  For  FY  1996:  In  its  budget  request  for  FY  1996,  the 
Institute  did  include  provision  for  the  award  of  one  additional  medal, 
including  the  a  cash  award  of  up  to  $25,000,  but  as  it  had  done  previously, 
the  Institute  stated  that  it  "will  discuss  this  matter  further  with  the  House 
Committee  before  proceeding." 

Subsequent  Plans  for  Transfer  of  Funds  to  Practitioner  Training:  Based 
upon  communications  the  Institute  has  had  with  the  subcommittee  at  the 
time  of  its  FY  1996  appropriation  hearing,  and  later,  and  on  the  Institute's 
own  further  deliberation  (as  reflected  in  the  Institute's  answer  to  the  first 
question  in  this  series),  the  Institute  has  decided  to  transfer  the  funds 
included  in  the  FY  1996  budget  request  for  the  Matsunaga  Medal  to  its 
Education  and  Training  Program  in  order  to  increase  the  amount  of  funding 
available  for  practitioner  training.  The  total  amount  transferred  is  estimated 
to  be  $50,000  for  the  cash  award  and  related  costs  of  administering  the 
award. 
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ACHIEVEMENTS,  BENEFITS,  AND  CHANGES  IN 
DIRECTION 

Mr.  Stokes:  Signed  into  law  during  the  Reagan  administration,  the 
Institute  has  now  been  in  existence  for  1 1  years.  While  created  during  an 
era  of  military  build  up,  the  Institute's  mission  is  to  strengthen  the  Nation's 
capabilities  to  promote  peaceful  resolution  of  international  conflicts.  What 
have  been  some  of  the  Institute's  most  significant  achievements?  How  did 
the  country  benefit  from  them?  How  has  the  direction  of  the  Institute 
changed  over  the  years.  Explain. 

Dr.  Solomon:  Following  are  explanations  to  the  above  three  questions. 

INSTITUTE'S  ACHIEVEMENTS 

The  Institute's  has  made  its  most  significant  contributions  to  the  country 
through  the  following  activities  which  are  grouped  according  to  the  main 
areas  of  its  activities: 

Supporting  policymakers  in  the  Administration  and  Congress  bv  providing 
independent  and  creative  assessments  of  how  to  deal  with  international 
conflict  situations  bv  political  means: 

At  the  behest  of  government  agencies  and  at  its  own  initiative,  the  Institute 
pulls  together  the  best  minds  and  talent  from  government,  the  "think  tank" 
world,  universities,  and  the  private  sector  to  provide  U.S.  policymakers 
with  analytical  perspectives  and  options  for  dealing  with  current  unstable 
international  situations  as  well  as  mechanisms  for  "preventive  diplomacy" 
interventions.  Examples  of  policy  support  achievements  include: 

•North  Korea  (fall,  1993):  A  high-level  bipartisan  strategy  group  comprised  of 
leading  figures  from  current  and  recent  administrations  developed  policy  options  for 
dealing  with  the  North  Korean  nuclear  challenge.  The  group's  special  report  on  a 
political  strategy  was  briefed  to  the  President  and  circulated  among  Administration 
senior  staff  and  Members  of  Congress. 

•Middle  East  (spring-fall,  1991):  At  the  request  of  State  Department's  Policy 
Planning  Staff,  the  Institute  convened  former  U.S.  diplomats,  practitioners,  and 
policymakers  from  earlier  Administrations  who  had  worked  on  the  Arab-Israeli 
conflict.  As  a  result  of  a  series  of  meetings,  recommendations  were  developed  for 
current  policy  approaches  and  techniques.  The  group  oversaw  the  drafting  of  a  special 
report,  Making  Peace  Among  Arabs  and  Israelis:  Lessons  from  fifty  Years  of 
Negotiating  Experience,  which  was  referred  to  by  the  White  House  and  State 
Department  staff  before  advancing  the  Madrid  Peace  Process. 

•Political  Islam  and  preventive  diplomacy  (1994):  A  study  group  alerted  the  policy- 
making community  to  the  complexities  within  and  among  Islamic  countries  about 
the  influence,  impact,  and  objectives  of  fundamentalist  political  movements,  giving 
early  warning  of  new  sources  of  conflict  and  methods  to  avert  violence. 
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Facilitating  resolution  of  international  disputes  through  "track  two" 
encounters  among  parties  to  conflicts  and  bv  preparing  U.S.  negotiators  for 
mediation  work: 

Institute  facilitation  of  "track  two"  (informed,  but  informal)  dialogues  is  an 
outgrowth  of  both  changes  in  the  international  environment  and  the 
Institute's  reputation  as  a  disinterested  but  authoritative  convenor  of 
conflict-resolution  encounters.  International  parties  to  conflicts  who  desire 
to  talk  to  each  other  without  official  commitment  or  visibility  (much  as  the 
Norwegian  Academy  of  Social  Sciences  facilitated  the  1993  Israeli- 
Palestinian  talks)  have  approached  the  Institute  on  a  number  of  occasions  to 
act  as  a  neutral  but  authoritative  convenor: 

•Sudan  (October,  1993):  The  Institute  cosponsored  with  the  House  Subcommittee  on 
Africa,  under  the  leadership  of  Congressman  Harry  Johnston,  a  meeting  between  the 
leaders  of  two  conflicting  factions  in  southern  Sudan,  as  well  as  a  group  of  Sudanese 
intellectuals,  activists  and  policy  analysts.  Discussions  between  the  two  leaders 
resulted  in  a  cease  fire  agreement  between  the  factions. 

•Somalia  (summer-fall,  1992):  Retired  U.S.  Ambassador  Robert  Oakley  led  a  study 
group  and  inter-factional  dialogue  among  leading  non-official  Somali  figures.  When 
appointed  by  former  President  Bush  to  lead  Operation  Restore  Hope  in  December 
1992,  Oakley's  earlier  work  laid  the  political  groundwork  for  the  successful, 
cooperative  UNITAF  phase  of  U.S.  intervention.  (Oakley  and  Amb.  Mohamed 
Sahnoun,  a  distinguished  fellow  at  the  Institute  in  1992,  have  both  written  books  ~ 
published  by  the  Institute  Press  --  on  lessons  learned  from  their  respective 
experiences  in  Somalia.) 

•Kashmir  (winter  1992,  1993):  Indians,  Pakistanis,  and  Kashmiris  were  brought 
together  twice  for  "ripening"  dialogues  about  the  Kashmir  conflict.  The  results  of 
those  talks  have  become  the  basis  for  subsequent  mediation  efforts. 

•Syria/Israel  (fall,  1991):  At  State  Department  request,  the  Institute  simulated  talks 
between  Syria  and  Israel  under  the  new  Madrid  peace  process  were  organized  by  the 
Institute  staff.  Results  were  forwarded  to  the  Administration  and  to  the  Syrian  and 
Israeli  governments  for  preparation  of  the  new  phase  of  the  peace  process. 

Training  international  affairs  professionals  in  conflict  management  and 
resolution  techniques,  mediating  and  negotiating  skills: 

The  Institute  has  long  focused  on  non-military  approaches  to  resolving 
conflict,  but  its  practitioner  training  program  is  a  relatively  recent  addition  to 
its  services.  The  Institute  has  taken  a  leading  role  in  defining  and  advancing 
this  new  field.  Supplementary  research  projects  expand  the  range  and 
effectiveness  of  practitioner  training. 

•International  Conflict  Resolution  Skills  Training  Program  (ICREST):  The  Institute 
has  conducted  6  training  programs  in  the  past  year:  core  program  for  OAS,  OAU,  UN, 
CSCE,  Royal  Cambodian,  and  U.S.  government  officials  (March  1994);  Phnom  Penh 
(July  1994);  Bangkok  (August  1994);  Inter-American  Defense  College  for  Latin 
American  military  officers  (September  1994)  State;  AID,  and  USIA  (October  1994); 
USIA  (February  1995) 
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•U.S.  Army  Peacekeeping  Institute  and  Foreign  Service  Institute  (April  1995)  training 
seminars,  curriculum  material  development,  and  advice  on  performing  conflict 
resolution,  management,  and  mediation  work . 

•Comparative  cross-cultural  negotiating  behavior  project  will  (a)  create  descriptive 
models  of  cross-cultural  negotiating  practice;  (b)  build  a  comparative  database  of 
national  negotiating  behaviors;  and  (c)  develop  a  computer-based  program  for 
negotiation  training  and  other  purposes.  The  database  will  be  accessible  for  use  by 
diplomats  and  other  government  officials,  NGOs,  members  of  the  business 
community,  and  scholars. 

Teacher-training  to  strengthen  curricula  and  instruction  from  high  school 
through  graduate  education: 

In  response  to  a  growing  demand  for  educational  services  in  the  area  of 
international  relations  and  approaches  to  non-violent  conflict  management, 
the  Institute  is  developing  a  national  network  among  high  school  and 
undergraduate  teachers: 

•During  the  last  three  years,  90  high  school  social  studies  teachers  from  over  40 
states  participated  in  Institute  faculty  training  seminars,  meaning  that  approximately 
36,000  students  have  benefited  from  the  Institute's  program  in  a  short  period  of  time. 
We  expect  to  reach  over  200,000  students  in  the  next  five  years. 

•The  Institute's  undergraduate  faculty  training  seminars  included  25  faculty  from  15 
states,  benefiting  2,500  undergraduate  students.  Over  the  next  five  years,  participants 
in  Institute  college-level  training  programs  will  reach  more  than  50,000  college 
students. 

Raising  the  level  of  student  and  public  awareness  about  international 
conflicts  and  peacemaking  efforts: 

•The  annual  National  Peace  Essay  Contest  has  elicited  from  high  school  students  in 
all  50  states  and  American  overseas  schools  more  than  50,000  essays  on  complex 
foreign  policy  questions. 

•"Breaking  the  Mold"  video  series:  Almost  three  quarters  of  the  users  of  this  Institute- 
produced  five-part  program  felt  the  videos  taught  Cold  War  issues  better  than  any 
other  teaching  vehicle  they  had  used.  A  typical  teacher  comment:  "My  students  were 
fascinated  to  hear  Soviet  perspectives.  The  videos  successfully  dramatize  the 
complex  issues  behind  the  Cold  War.  Precisely  what  the  U.S.  Institute  of  Peace 
should  be  producing.  Issues  related  to  conflict  are  in  the  news  and  on  the  minds  of 
students." 

•Through  satellite  technology,  local  radio  program  hosts  in  cities  throughout  the 
country  directly  question  Institute  fellows  and  staff  on  topical  foreign  affairs  issues 
such  as  prospects  for  peace  in  the  Middle  East,  situation  in  the  Chechnya  region  of 
the  former  Soviet  Union,  and  the  lessons  learned  from  Somalia.  Average  potential 
listnership  per  20  minute  radio  program:  1-2  million. 

BENEFITS  TO  THE  COUNTRY 

Policy  assessment:  Institute  work  in  developing  policy  options  for  U.S. 
policymakers  allows  the  government  to  consider  a  broader  range  of  policy 
actions  beyond  doing  nothing,  relying  on  often  poorly  funded  and 
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improperly  organized  international  institutions,  undertaking  large  aid 
programs,  or  pulling  the  trigger  of  risky  U.S.  military  interventions.  The 
Institute  thus  helps  the  government  consider  policy  options  short  of  military 
intervention  or  war. 

The  Institute's  principal  customer  in  this  regard  is  the  U.S.  policy-making 
community,  whose  structured  responsibilities  for  foreign  policy 
implementation  leave  little  time  to  look  beyond  today's  crises  to  address 
tomorrow's  trouble  spots  before  the  need  for  crisis  action  or  military 
intervention.  Institute  work  on  the  Middle  East  peace  process,  Korea, 
Sudan,  and  Somalia  demonstrates  its  ability  to  contribute  to  preventive 
diplomacy  and  early  warning  on  pre-crisis  foreign  policy  challenges. 

Facilitation:  Although  the  State  Department  is  responsible  for  official 
negotiations,  parties  to  conflicts  may  resist  exploratory  talks  under  its 
formal  auspices.  To  be  successful,  "Track  Two"  (unofficial  but  informed) 
facilitation  should  be  nonpartisan  and  independent.  It  is  in  the  interest  of  the 
U.S.  government  to  have  at  its  disposal  a  disciplined  facilitator  of  conflict- 
resolution  talks  for  disputes  that  affect  U.S.  national  interests.  The  Institute 
facilitates  "track  two"  conflict-resolution  dialogues  as  an  additional  foreign 
policy  tool  available  to  the  U.S.  government,  always  in  close  consultation 
with  the  State  Department  —  and  frequently  with  its  direct  encouragement. 

Practitioner  training:  Responding  to  a  world  that  exhibits  countless  sources 
of  conflict  but  has  diminishing  resources  or  political  will  to  manage  or 
resolve  them,  the  Institute's  work  to  devise  techniques  of  conflict  mediation 
and  resolution,  which  can  be  easily  adapted  by  diplomats  grappling  with  the 
new  world  "disorder,"  is  an  indisputable  benefit  to  the  country.  The 
demand  for  the  services  of  this  new  Institute  program  from  the  U.S. 
government  speaks  for  the  saliency  of  the  training  and  the  desperate  need  on 
the  part  of  foreign  policy  professionals  and  practitioners  to  find  new 
approaches  that  use  a  variety  of  resources.  The  Institute's  training  work 
with  military  personnel  in  the  area  of  peacekeeping  underlines  the  different 
responsibilities  thrust  on  U.S.  government  organizations,  which  the 
Institute  is  in  a  position  to  support  by  new  training  programs. 

Teacher  training:  Few  alternatives  to  the  Institute's  programs  exist  to 
augment  the  teaching  of  international  conflict  resolution  and  management, 
and  no  group  can  bring  the  richness  of  experts,  policymakers,  and 
knowledge  that  the  Institute  provides.  State  or  local  programs  are  not  likely 
to  promote  teacher  training  on  a  subject  so  clearly  national  and  international 
in  scope.  Student  enrichment  invests  in  the  future  by  training  new 
generations  to  assume  their  responsibility  as  rising  policymakers  and  as  an 
informed  electorate. 

Public  education  and  information:  Public  information  deepens  the  public's 
understanding  of  complex  international  situations  and  how  they  bear  on 
U.S.  foreign  and  domestic  policy  and  our  national  interests.  The  Institute's 
conviction  about  the  importance  of  these  programs  assume  that  an  informed 
electorate  is  necessary  for  good  governance. 
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CHANGES  IN  INSTITUTE  DIRECTION  OVER  THE  YEARS 

When  the  Institute  first  began  to  function  in  1986,  it  had  only  its  grant  and 
fellowship  programs  to  work  with,  and  much  of  their  efforts  concentrated 
on  producing  high-quality,  academically-oriented  research.  After  a  few 
years  the  Institute  began  its  in-house  research  and  studies  program  and  later 
its  education  and  public  information  programs,  all  of  which  were  designed 
to  broaden  the  range  of  Institute  outreach  and  to  begin  to  deal  more  directly 
with  policy  practitioners. 

Since  the  end  of  the  Cold  War  and  the  resulting  need  to  develop  new 
responses  to  a  changing  international  system,  the  Institute's  work  has 
assumed  a  new,  more  policy-relevant  edge.  Within  the  past  two  years,  its 
policy  assessment  work  has  become  even  more  timely  for  dealing  with  the 
growing  range  of  ethno-political  and  proliferation-related  conflicts  abroad; 
its  facilitation  efforts  reflect  the  interest  of  parties  to  international  disputes  in 
gaining  U.S.  support  for  conflict-resolution  dialogues;  and  its  major  focus 
on  direct  involvement  in  the  training  of  practitioners  in  conflict  resolution 
skills  training  has  moved  from  a  small  initial  effort  to  the  point  where  it  is 
now  one  of  the  Institute's  major  activities.  All  of  these  changes  are  being 
led  by  the  Institute's  new  president,  Ambassador  Richard  Solomon,  who  is 
also  concerned  that  the  Institute  lead  in  the  application  of  new 
communication  technologies  in  support  of  diplomatic  processes  and  public 
outreach. 

The  Institute's  departments  have  been  directed  to  make  their  substantive 
work  more  policy-relevant  and  effective  through  coordination  with  other 
departments  and  government  agencies.  Institute  efforts  in  the  areas  of  track 
two  facilitation,  conflict  resolution,  mediation,  and  negotiation  training  are 
highly  innovative  and  are  helping  the  country  adapt  to  meet  the  challenges  of 
conflict  management  and  resolution  in  the  post-Cold  War  world. 

NUMBERS  OF  STUDENTS  RECEIVING  TRAINING 

Mr.  Stokes:  According  to  the  Congressional  justification,  the  Institute  is 
educating  a  new  generation  of  students  and  raising  the  level  of  student  and 
public  awareness  about  international  conflicts  and  peacemaking  efforts. 
How  many  students  are  currently  being  trained  and  how  many  would  be 
trained  under  the  FY  1996  budget  request  level? 

Dr.  Solomon:  The  Institute  reaches  students  principally  through  three 
activities:  (a)  the  National  Peace  Essay  Contest;  (b)  the  seminars  and 
institutes  for  educators;  and  (c)  Peace  Scholar  dissertation  support. 

Since  the  inception  of  the  National  Peace  Essay  Contest  eight  years  ago, 
well  over  50,000  students  have  written  essays  on  topics  designed  to 
encourage  thinking  about  U.S.  foreign  policy,  the  role  of  the  United 
Nations  as  peacekeeper/peacebuilder,  and  the  relationship  between  peace, 
human  rights,  and  fundamental  freedoms.  Of  these,  400  state  winners, 
representing  nearly  every  state  in  the  Union,  have  come  to  Washington  to 
participate  in  a  week  of  educational  and  cultural  activities  and  to  experience 
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first-hand  the  institutions  and  processes  involved  in  our  nation's  efforts  to 
help  advance  international  peace  and  security. 

In  addition,  teachers  have  ordered  over  2,200  copies  of  the  Institute 
publication  Managing  World  Conflict,  a  resource  unit  to  supplement  the 
essay  contest,  which  means  that  an  estimated  75,000  students  or  more  are 
using  the  materials. 

Through  the  seminars  and  institutes  for  high  school  and  college  teachers, 
the  Institute  has  instructed  directly  115  educators.  Our  estimate  is  that  we 
have  reached  38,500  students  in  a  three-year  period  through  these 
educators. 

The  Institute  also  provides  education  and  training  directly  to  students 
through  the  internship  program  and  will  augment  this  effort,  at  some  point 
in  the  future,  through  the  planned  Matsunaga  Scholars  program  for 
undergraduates. 

Through  the  "Breaking  the  Mold"  video  series,  the  Institute  has  introduced 
to  classrooms  across  the  country  the  complex  history  of  the  Cold  War  and 
made  that  period  come  alive  to  students  too  young  to  remember  its  tensions 
and  diplomacy. 

Putting  these  numbers  together  over  an  eight-year  period,  the  Institute  has 
reached  -  and  continues  to  reach  -  directly  almost  90,000  students  each 
year.  This  number  does  not  include  the  estimated  75,000  students  using  the 
resource  unit  described  above. 

In  FY  1996  the  Institute,  through  its  various  education  and  training 
activities,  should  reach  directly  over  15,000  students.  This  figure  is 
substantially  larger  if  the  resource  unit  described  above  and  other 
educational  publications  are  included  in  the  totals. 

Through  the  grant  program,  the  Institute  funds  teacher  training  activities  at 
such  institutions  as  Clemson  University,  the  Virginia  Commonwealth 
University  and  the  World  Affairs  Council  of  Philadelphia.  These  Institute- 
supported  training  activities  will  prepare  teachers  to  incorporate  both 
information  on  religious,  ethnic  and  territorial  conflict  and  educational 
methodologies  in  classes  addressing  conflict  resolution  and  international 
relations.  Those  programs  alone  are  expected  to  reach  over  16,000 
students. 

The  numbers  of  Institute  Peace  Scholars  are  described  in  the  following 
answer. 

GRANT  AND  FELLOWSHIP  APPLICATIONS  AND  AWARDS 

Mr.  Stokes:  How  many  grants  and  how  many  fellowships  were  awarded 
in  FY  1994,  and  estimated  for  FY  1995  and  FY  1996?  For  FY  1994  and 
1995,  how  many  grants  and  how  many  fellowship  applications  were 
received  and  approved  for  funding?  What  percent  of  each  were  funded? 
How  do  these  figures  compare  with  the  Institute's  projections  for  FY  1996? 
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Dr.  Solomon:  The  information  requested  follows: 

Fellowships 

Resident  Peace 

Grant  Fellows  Scholars 

FY-1994 
Total  Applications 

Received:  528  143  222 

Total  Awards  Made:  93  13  10 

Percentage  of  Award 

to  Applications:  17%  9%  5% 

FY-1995To-date* 
Total  Applications 

Received:  278  164  225 

Total  Anticipated 

Awards:  53  13*  10* 

Percentage  of  Awards 

to  Applications  19%*  8%  4% 

♦There  remains  one  additional  grant  application  cycle  in  FY  1995.  By  the  end  of  FY 
1995  we  anticipate  the  FY  1995  numbers  will  be  roughly  comparable  to  those  for  FY 
1994. 

FY- 1996:  The  number  of  applications  received  for  the  unsolicited  cycles 
usually  totals  about  400  with  about  60  awards  made.  The  solicited  cycle 
varies  depending  on  the  topics  designated  in  the  solicitation;  however,  we 
estimate  130  applications  with  25  awards  being  made.  Hence,  we  anticipate 
FY  1996  figures  being  roughly  comparable  to  those  for  FY  1994  and  1995. 
The  numbers  of  applications  and  awards  for  fellowships  in  FY  1996  are 
expected  to  be  approximately  the  same  as  in  FY  1995. 

AFRICA  INITIATIVE 

Mr.  Stokes:  According  to  the  Congressional  justification,  since  1992  the 
Institute  has  given  special  attention  to  the  crisis  in  Somalia  as  well  as  other 
Africa  crisis  spots.  What  is  the  current  focus  of  the  Africa  initiative  and  to 
what  extent  has  that  focus  changed  or  evolved  since  1992? 

Dr.  Solomon:  A  major  objective  of  the  Institute's  activities  relating  to 
Africa  has  been  to  generate  new  ideas  about  how  to  achieve  peace 
settlements  for  Africa's  various  conflicts.  You  made  reference  to  the 
Institute's  work  on  Somalia,  and  that  was  an  important  initiative  of  this 
kind.  In  collaboration  with  the  House  Foreign  Affairs  Committee 
subcommittee  on  Africa,  the  Institute  also  organized  a  symposium  on  Sudan 
which  brought  together  leading  Sudanese  intellectuals  and  activists  in 
October  1993  to  generate  ideas  which  might  bring  the  Sudan  civil  war  to  an 
end.  At  the  conclusion  of  that  symposium,  the  chair  of  the  subcommittee, 
Congressman  Harry  Johnston  (D-FL),  mediated  an  agreement  of  principles 
between  the  two  southern  Sudanese  factions  that  had  been  fighting  each 
other.  In  April  1994  the  Institute  organized  another  symposium  for  leading 
Sudanese  which  produced  recommendations  subsequently  utilized  by  the 
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foreign  ministers  of  Ethiopia,  Eritrea,  Uganda,  and  Kenya  in  their  mediation 
between  the  Khartoum  government  and  the  southern  factions. 

The  Institute  has  also  sponsored  studies  of  past  mediation  efforts  aimed  at 
ending  Africa's  wars,  in  order  to  provide  lessons  for  the  future.  One 
collection  of  such  studies,  edited  by  David  Smock,  was  published  by  the 
Institute  in  a  book  entitled  Making  War  and  Waging  Peace:  Foreign 
Intervention  in  Africa.  A  study  of  the  mediation  which  ended 
Mozambique's  civil  war  written  by  guest  scholar  Cameron  Hume  was  also 
published  by  the  Institute  (Ending  Mozambique' s  War:  The  Role  of 
Mediation  and  Good  Offices.) 

The  Institute  has  also  placed  emphasis  on  the  implementation  of  peace 
agreements,  with  particular  attention  given  to  Mozambique.  A  symposium 
was  organized  in  May  1993  and  the  work  of  both  a  grantee  and  a  peace 
scholar  have  focused  on  the  implementation  of  the  Mozambique  agreement. 
Peace  Fellow  Fen  Hampson  has  compared  the  implementation  of  several 
African  agreements  with  the  implementation  of  agreements  elsewhere  in  the 
world.  A  major  symposium  is  planned  for  May  1995  to  discuss  how 
various  electoral  systems  and  political  structures  can  consolidate  and  secure 
a  peaceful  future  in  the  post-conflict  period. 

Another  focus  is  on  how  to  improve  international  peacemaking  and 
peacekeeping.  A  symposium  in  September  1994  brought  together  scholars, 
policy  analysts  and  officials  from  the  U.S.  and  Africa  to  discuss  how  the 
U.S.  can  support  peacemaking  in  Africa.  A  book  is  being  prepared 
reporting  the  findings  (African  Conflict  Resolution:  The  U.S.  Role  in 
Peacemaking)  .  Ambassador  Robert  Oakley  and  guest  scholar  John  Hirsch 
assessed  the  lessons  learned  from  their  experience  in  leading  Operation 
Restore  Hope  in  Somalia  in  an  Institute  book  to  be  published  in  March. 
Peace  fellow  Mohamed  Sahnoun,  who  served  as  the  special  representative 
of  the  UN  Secretary  General  in  Somalia  in  1992,  has  drawn  lessons  from 
his  experiences  in  an  Institute  book  entitled  Somalia:  The  Missed 
Opportunities. 

A  final  focus  has  been  on  how  to  ameliorate  conflicts  so  that  wars  will  not 
break  out,  including  how  to  strengthen  democratic  processes  and  civil 
culture.  Peace  fellow  Rotimi  Suberu  completed  a  project  on  federalism, 
ethnic  conflict  and  democracy  in  Nigeria.  Peace  fellow  Pierre  du  Toit  wrote 
a  book  which  will  be  published  soon  by  the  Institute  on  civil  society,  state- 
building  and  democratization  in  Botswana,  Zimbabwe  and  South  Africa. 
Grants  to  ACCORD  and  the  Wilgespruit  Center  have  financed  training  of 
conflict  resolution  specialist/practitioners  in  South  Africa.  A  grant  to 
Haverford  College  has  financed  a  multi-country  study  of  democratization  in 
Africa.  A  grant  to  SUNY-Buffalo  has  underwritten  a  study  of  the  role  of 
NGOs  in  promoting  human  rights  in  Africa. 

FUNDING  FOR  SCHOLARSHIPS 

Mr.  Stokes:  According  to  the  Congressional  justification,  the  Institute 
proposes  to  more  than  double  funding  for  the  scholarships  under  its 
Education  and  Training  Program:  funding  goes  from  $65,000  to  $140,000, 
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a  $75,000  increase.  The  FY  1994  funding  level  for  scholarships  was 
$58,000.  Does  this  increase  reflect  a  change  in  the  Education  and  Training 
Program's  focus? 

Dr.  Solomon:  The  Institute's  FY  1996  budget  request  includes  funding 
for  scholarships  in  the  Education  and  Training  Program  as  follows: 

(1)  FY  1994  -  $58,000  for  scholarships  awarded  to  National  Peace 
Essay  Contest  winners; 

(2)  FY  1995  -  $65,000  also  for  essay  contest  winners;  and 

(3)  FY  1996  -  $65,000  for  essay  contest  winners  and  $75,000  for  the 
Spark  M.  Matsunaga  Scholars  Program.  Thus  the  increase  of  $75,000 
referred  to  in  your  question  is  attributable  to  the  proposed  Matsunaga 
Scholars  Program. 

In  1992,  Congress  authorized  the  Institute  to  establish  the  Spark  M. 
Matsunaga  Scholars  Program  for  the  "provision  of  scholarships  and 
educational  programs  in  international  peace  and  conflict  management  and 
related  fields"  for  undergraduate  students.  The  Institute  has  delayed  plans 
to  launch  the  program  in  FY  1995  due  to  budget  constraints.  Funds 
permitting,  the  Institute  intends  to  inaugurate  the  scholarship  program  in  FY 
1996. 

Since  the  budget  submission,  the  Institute  has  continued  to  reassess  its 
programs  in  the  area  of  education,  especially  focusing  on  the  programs' 
capacities  to  have  a  significant  impact  and  multiplier  effect  on  the  field  for 
conflict  resolution  and  management.  This  reassessment  has  led  to  the 
decision  to  redirect  some  funds  that  had  been  designated  for  the  Matsunaga 
Scholars  Program  in  the  FY  1996  budget  to  the  areas  of  practitioner  and 
teacher  training. 

In  FY  1996,  the  Institute  currently  plans  to  direct  $10,000  to  a  pilot  project 
for  the  Matsunaga  Scholars  Program.  The  pilot  project  will  be  designed 
following  the  recommendations  of  the  college  and  university  educators 
attending  the  seminars  for  undergraduate  faculty  during  the  summers  of 
1994  and  1995.  The  remaining  $65,000  will  be  divided,  as  discussed  in  the 
answer  to  other  questions  above,  between  practitioner  training  and 
programs  for  university  and  college  faculty. 

IMPACT  OF  POTENTIAL  FUNDING  CUT 

Mr.  Stokes:  If  the  Contract  with  America  were  implemented  and  the 
Institute  had  to  absorb  a  30  to  40  percent  cut  in  funding,  what  would  be  the 
impact  on  operations,  and  also  the  individuals  and  organizations  served  by 
the  Institute? 

Dr.  Solomon:  The  Institute's  five  integrated  programs — grant-making, 
fellowships,  policy  research  and  study  activities,  education  and  training 
programs,  and  library  and  public  information  activities — mutually  reinforce 
a  comprehensive  competence  in  the  focused  area  of  international  conflict 
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resolution.  The  Institute's  key  functions  are  to  support  policymakers  in  the 
Administration  and  Congress;  to  train  international  affairs  professionals;  to 
facilitate  "track  two"  informal  dialogues;  to  augment  teacher  information  and 
techniques;  and  to  cultivate  student  knowledge  and  public  understanding 
about  complicated  international  issues  involving  nonviolent  conflict 
resolution,  mediation  and  negotiation. 

These  key  functions  serve  the  Institute's  following  primary  audiences  (in 
other  words,  its  customers  and  end  users):  (1)  U.S.  policymakers;  (2) 
foreign  policy  practitioners;  (3)  educators  and  students;  and  (4)  U.S. 
citizens.  If  the  Congress  were  to  cut  the  Institute's  budget  by  30-40 
percent,  all  of  these  areas  of  operations  and  these  customers  would  be 
seriously  affected. 

Overall  Impact  of  30-40  Percent  Reduction 

As  noted  in  the  answer  to  the  first  question  above,  a  reduction  in  the  range 
of  30  to  40  percent  would  unquestionably  alter  fundamentally  the  nature  of 
the  Institute  and  its  ability  to  carry  out  the  mutually-reinforcing  programs 
which  give  reality  to  its  Congressionally-mandated  charter. 

After  careful  examination,  Institute  management  determined  that,  in  the 
unstable  environment  of  today's  international  milieu,  support  of  policy 
assessment  and  practitioner  training  were  two  areas  of  urgent  need. 
Therefore  the  priority  for  funding  would  be  research  and  analysis  in  support 
of  policy  assessment,  foreign  policy  practitioner  training,  selected 
facilitation  support,  and  teacher  training 

The  areas  that  would  receive  greater  reductions  would  be  student  enrichment 
and  public  information  and  some  teacher  training.  These  activities  represent 
the  Institute's  mandate  to  educate  and  prepare  future  foreign  policy 
professionals  and  to  expand  the  public's  and  the  electorate's  knowledge 
about  foreign  affairs.  One  might  cast  the  Institute's  two  emphases  on  policy 
assessment  and  practitioner  training  as  managing  current  needs  as  contrasted 
with  longer  term  investments  in  the  future.  Institute  management  believes 
that  its  primary  duty,  as  a  federal  institution,  is  to  respond  to  current 
national  needs.  Investing  in  the  future  would  clearly  suffer  if  the  Institute 
had  to  absorb  a  30  to  40  percent  cut  in  funding. 

A  reduced  budget  would  seriously  affect  the  Institute's  research  activities. 
The  Institute  will  not  be  in  a  position  to  spend  time  or  money  on  "over-the- 
horizon"  questions  that  do  not  present  an  immediate  challenge.  Subject  to 
scrutiny  and  careful  selection,  some  areas  of  investigation,  such  as  the  work 
on  behalf  of  the  NSC  or  State  Department  to  explore  mechanisms  of 
preventive  diplomacy  or  early  warning  systems  or  approaches  to 
implementing  human  rights  diplomacy,  would  not  occur.  The  Institute 
could  only  fund  research  that  would  support  its  more  targeted,  operational 
work.  The  results  of  grants,  fellowships,  and  convocations  of  various 
foreign  affairs  communities,  which  now  inform  the  Institute's  practical 
activity  in  policy  support,  "track  two"  facilitation,  and  practitioner  training, 
as  a  single  continuous  line  of  information  would  contract  in  breadth  and 
horizon. 
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Another  across-the-board  change  would  involve  reductions  in  the  grant 
program,  especially  the  funding  of  unsolicited  grants,  and  in  the  number  of 
resident  fellows.  As  observed  in  answers  to  preceding  questions,  these 
activities  now  reinforce  and  help  integrate  the  other  Institute  programs  and 
are  responsible  for  creating  a  large  portion  of  the  Institute's  network  of 
relationships  with  the  communities  of  policymakers,  researchers  and 
practitioners.  The  reduction  in  grants  would  be  accompanied  by  a  proposal 
to  change  the  Institute's  legislation  to  remove  the  current  statutory 
requirement  that  at  least  25  percent  of  its  appropriation  be  used  for  grants 
and  contracts  with  nonprofit  and  official  public  institutions.  The  reductions 
in  the  number  of  fellows  would  be  in  direct  or  greater  proportionate  to  the 
amount  of  the  budget  reduction.  A  basic  consequence  would  be  to  impair 
the  Institute's  ability  to  direct  research  and  to  maintain  and  develop  its 
network  of  experts  and  practitioners  in  the  academic  and  policy  world  and  to 
sustain  its  recently  established  position  as  an  international  center  of  research 
and  training  on  conflict  resolution. 

Impact  on  Specific  Program  Areas  and  Their  Audiences 

The  following  is  a  listing  of  target  audiences  and  work  areas  that  will  be 
impacted  negatively  by  budget  cuts  ~  starting  with  the  most  affected  and 
proceeding  in  order  to  the  least  affected: 

Education  and  Training:  Substantial  reduction  of  the  education  and  training 
program  to  limit  the  number  of  activities  aimed  at  student  enrichment  (as 
distinguished  from  teacher  enrichment)  and  to  generally  reduce  the  level  of 
activity  at  the  high  school  level.  All  teacher  training  activity  would  be 
reviewed  as  the  budget  cut  deepened. 

Student  Enrichment:  The  results  would  include  termination  of  the 
high  school  level  National  Peace  Essay  Contest  and  indefinite 
postponement  of  the  undergraduate  college  Matsunaga  Scholar 
Program.  Each  year  the  National  Peace  Essay  Contest  engages  as 
many  as  10,000  high  school  students  from  over  500  high  schools 
nationwide  in  serious  reflection  on  a  current  international  problem. 
Each  state  winner  comes  to  Washington  for  a  week  of  further 
enrichment.  If  the  program  is  terminated,  new  generations  of 
prospective  foreign  policy  professionals  and  informed  new  members 
of  the  electorate  would  not  be  affected  by  this  instructional  tool 

Teacher  Enrichment:  The  reduction  or  elimination  of  the  high  school 
teacher  training  Institute  would  eliminate  one  of  the  Institute's  most 
promising  activities.  In  the  last  three  years,  90  high  school  social 
studies  teachers  from  over  40  states  have  participated  in  Institute 
training  seminars  and  have  subsequently  taught  approximately 
36,000  students.  In  the  next  five  years  our  current  plan  is  to  impact 
more  than  200,000  students  through  this  program.  Teachers, 
students  and  the  exponential  benefits  to  the  high  schools  from  this 
program  would  be  forfeited  or  drastically  reduced  with  a  large 
budget  cut.  High  school  teachers,  who  have  little  time  and 
resources  to  develop  current  foreign  affairs  curriculum  and  need  the 


164 


Institute  network  and  training  to  keep  them  informed  and 
enthusiastic.  State  or  local  programs  are  not  likely  to  promote 
teacher  training  on  a  subject  so  clearly  national  and  international  in 
scope. 

The  undergraduate  faculty  seminars  have  included  25  faculty  from 
15  states,  benefiting  2500  undergraduate  students.  Over  the  next 
five  years,  participants  in  Institute  college-level  training  programs 
will  teach  more  than  50,000  college  students.  These  numbers  will 
be  reduced  by  large  budget  cuts. 

Communication.  Dissemination  and  Public  Information:  Library  services 
would  be  reduced  to  narrowly-defined  support  for  Institute  staff  and  fellows 
and  would  not  provide  increasing  service  to  the  public  as  now  planned.  The 
Institute's  new  Internet  presence,  which  expedites  and  extends 
dissemination  of  Institute  publications  and  public  notice  of  Institute  activities 
at  lower  cost  than  printed  and  mailed  products  would  be  terminated,  thereby 
reducing  the  benefits,  outreach  and  efficiency  of  Institute  work.  Books  and 
other  publications  would  not  reach  the  American  public. 

Facilitation  of  "track  two"  informal  dialogues:  Opportunities  to  facilitate 
international  conflict-resolution  dialogues  would  constrict  as  the  Institute's 
geographical  concentrations  grew  narrower.  Therefore,  the  parties  to 
international  conflicts  who  have  requested  Institute  help  in  facilitating  early 
conversations  between  conflicting  parties  or  "proximate"  parties  would  be 
limited  to  the  geographical  areas  of  expertise  that  the  Institute  could  support. 

Policy  Assessment:  The  U.S.  policy-making  community  would  be  affected 
by  a  large  budget  cut.  These  operating  officials  have  little  time  to  look 
beyond  today's  crises  to  address  tomorrow's  trouble  spots  before  the  need 
for  crisis  action  or  military  intervention;  nor  do  they  have  the  institutional 
flexibility  to  consider  a  wide  range  of  policy  instruments  and  programs  or  to 
innovate  in  the  development  of  new  ones  with  a  minimum  of  bureaucracy. 


The  Institute  provides  these  services  to  policymakers. 

Conflict  resolution  training:  National  and  international  practitioners,  whose 
increased  demand  for  conflict  resolution  skills  training  reflects  the  changing 
character  of  the  international  situation,  would  be  impacted  by  a  large  budget 
cut.  The  depth  and  range  of  Institute-generated  information  supporting  the 
trainers  as  well  as  the  number  of  training  sessions  that  the  trainers  could 
schedule  would  be  limited.  At  best,  the  Institute  would  expect  to  maintain 
such  training  at  its  FY  1995  level  and  not  fund  any  of  the  increases  planned 
for  FY  1996. 

DOWNSIZING  AND  STREAMLINING 

Mr.  Stokes:  In  light  of  the  Administration's  emphasis  on  government 
downsizing  and  streamlining,  what  initiatives  are  underway  at  the  Institute? 
What  is  the  projected  savings  from  the  effort? 

Dr.  Solomon:  The  Institute  is  completing  a  comprehensive  review  of  the 
organization's  structure  and  operations.  It  has  been  consistently  reducing 
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management  and  administration  expenses  and  has  the  express  goal  of 
keeping  them  at  approximately  15%  of  the  budget  --  consistent  with 
effective  control  over  the  various  Institute  programs  that  expend  public 
monies. 

Special  attention  is  being  given  in  the  management  review  to  identifying 
opportunities  for  consolidation  and  more  effective  communication  among 
the  Institute's  programs  and  departments  so  that  the  resources  of  the 
Institute  can  be  focused  on  a  well  articulated  set  of  priorities. 

As  noted  in  the  Institute's  FY  1996  budget  request  and  in  the  answer  to  a 
preceding  question,  the  management  review  involved  some  one-time 
expenses  that  increased  the  amount  of  funds  allocated  to  Management  and 
Administration  during  FY  1994.  The  benefits  to  the  Institute  in  both 
tangible  and  intangible  terms  clearly  outweigh  the  costs  of  the  review. 

A  clear  example  of  streamlining  and  downsizing  was  the  elimination  of  the 
Office  of  General  Counsel.  This  was  eliminated  based  on  the  assessment 
that  the  Institute's  needs  had  changed  and  that  our  requirements  for  legal 
counsel  could  be  provided  in  other,  less  costly  ways.  The  change  will  save 
approximately  $600,000  over  a  five-year  period.  Other  savings  that  are  less 
clearly  identifiable  in  the  range  of  $100,000  to  $200,000  a  year  are  expected 
from  tighter  management  of  the  fellows  program  based,  for  example,  upon 
reductions  in  fellows'  travel  and  other  expenses.  Senior  staff  directors  also 
report  improvements  in  morale  and  general  efficiency  of  their  units. 

Streamlining  also  takes  the  form  of  establishing  structures  and  mechanisms 
of  communications  that  enable  the  various  parts  of  the  Institute  to  reinforce 
each  other  in  order  to  maximize  the  output  from  our  limited  resources.  An 
example  of  this  is  tighter  coordination  among  research  and  studies,  the  grant 
program,  and  the  training  efforts.  Solicited  grant  topics  are  carefully 
developed  in  order  to  augment  the  practitioner  training  efforts;  and  the 
cross-cultural  negotiation  studies,  likewise,  are  designed  and  implemented 
to  enrich  the  training  program. 

Finally,  the  Institute  is  making  a  careful  review  of  programs  to  ensure  that 
they  truly  reinforce  priorities.  For  example,  we  deferred  implementation  of 
the  Matsunaga  Scholars  Program  because  we  wanted  to  focus  resources  on 
existing  programs  and  to  spend  more  time  to  design  an  effective  program. 

MATSUNAGA  MEDAL  OF  PEACE  AWARDS 

Mr.  Stokes:  With  respect  to  the  Institute's  Matsunaga  Medal  of  Peace 
award,  how  many  awards  have  been  made  since  its  inception  in  1990? 

Dr.  Solomon:  The  Institute's  board  of  directors  has  made  two  awards, 
one  to  former  President  Jimmy  Carter  and  one  to  former  President  Ronald 
Reagan. 
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Mr.  Stokes:  What  was  the  average  cost  of  each  of  the  awards? 

Dr.  Solomon:  Each  of  the  awards  included  an  amount  of  $25,000  as 
authorized  by  the  Institute's  statute,  both  of  which  were  delivered  at  the 
request  of  the  recipients  to  organizations  that  are  tax-exempt  under  the 
Internal  Revenue  Code.  Additional  costs  for  administration  of  the  two 
awards  (other  than  staff  time  and  the  one-time  cost  of  the  U.S.  Treasury 
minting  the  medal)  totaled  $22,279,  or  an  average  of  $1 1,140  per  award. 

Mr.  Stokes:  What  criteria  is  used  to  select  award  recipients? 

Dr.  Solomon:  Criteria  for  the  awards  are  derived  from  the  Institute's 
basic  statute  and  are  further  detailed  in  the  Institute's  publicity  about  the 
awards.  The  United  States  Institute  of  Peace  Act  provides  that  awards  may 
be  made  to  persons  who  "have  contributed  in  extraordinary  ways  to  peace 
among  the  nations  and  peoples  of  the  world,  giving  special  attention  to 
contributions  that  advance  society's  knowledge  and  skill  in  peacemaking 
and  conflict  management."  (See  Section  1705  [c][l][A])  The  Institute's 
publicity  states  further  as  follows: 

Matsunaga  Medal  laureates  may  be  individuals  or  organizations  from  the  United 
States  or  other  countries  who  have  made  extraordinary  contributions  to  international 
peace,  especially  by  expanding  society's  knowledge  and  skills  about  peacemaking  and 
conflict  management.  Laureates  might  be  a  public  official  or  political  leader;  an 
educator,  scholar,  or  author;  or  the  founder  or  leader  of  a  public  or  private 
organization.  He  or  she  could  be  a  person  who  acted  to  prevent,  contain,  or  terminate 
an  international  conflict  They  could  be  a  proponent  of  a  significant  intellectual, 
ethical,  philosophical,  religious,  legal,  cultural,  or  political  theory.  Appropriate 
institutions  would  be  those  dedicated  to  international  peacemaking  or  peace  education 
and  research. 

Mr.  Stokes:  According  to  the  Congressional  justification,  the  Institute  has 
noted  that  the  report  of  the  House  Committee  on  Appropriations  requires 
that  fiscal  year  1994  funds  not  be  used  for  cash  awards  to  recipients  of  the 
Matsunaga  Medal  of  Peace.  Yet,  the  FY  1996  budget  request  funds 
($25,000)  for  cash  awards.  Explain. 

Dr.  Solomon:  Institute's  Current  Position:  As  discussed  in  the  answer  to 
one  of  the  preceding  questions,  the  Institute  did  include  funds  for  one  medal 
in  its  FY  1996  budget  request,  but  stated  at  the  same  time  that  it  would 
consult  with  the  committee  before  proceeding  with  any  additional  awards. 
Following  the  Institute's  hearing  on  its  FY  1996  appropriation,  it  decided 
not  to  award  a  medal  in  FY  1996  and  instead  to  transfer  the  funds  being 
requested  for  that  purpose  (estimated  at  $50,000)  to  its  Education  and 
Training  Program  to  help  fund  practitioner  training  activities. 

Further  Background:  In  its  committee  report  for  the  Institute's  FY  1994 
appropriation,  the  House  Appropriations  Committee  did  state  that  no  FY 
1994  funds  should  be  used  for  cash  awards.  As  noted  previously,  the 
Institute  has  not  made  any  further  awards  since  that  time.  It  has,  however, 
communicated  informally  to  the  committee  its  opinion  based  on  the  advice 
of  counsel  that,  according  to  the  wording  of  the  United  States  Institute  of 
Peace  Act,  the  Institute  has  discretion  over  whether  or  not  to  make  an 
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award,  but  that  if  an  award  is  made,  it  is  obligated  by  the  wording  of  the 
statute  to  include  some  cash  award  not  greater  than  $25,000.  (Section  1705 
[c][l][A]  states  that  the  Institute  "mav  each  year  make  an  award"  which 
"shall  include  ...  a  cash  award  in  an  amount  of  not  to  exceed  $25,000  for 
any  recipient.")  (Emphasis  added).  In  any  such  communication,  however, 
the  Institute  has  been  careful  to  state  that  it  will  consult  with  the  committee 
before  proceeding  with  any  further  awards. 

In  its  budget  request  for  FY  1996  the  Institute  did  include  provision  for  the 
award  of  one  additional  medal,  including  the  a  cash  award  of  up  to 
$25,000,  but  as  it  had  done  previously,  the  Institute  stated  that  it  "will 
discuss  this  matter  further  with  the  House  Committee  before  proceeding." 

Based  upon  communication  the  Institute  has  had  with  the  subcommittee  at 
the  time  of  its  FY  1996  appropriation  hearing,  and  later,  and  on  the 
Institute's  own  further  deliberation  (as  reflected  in  the  Institute's  answer  to 
the  first  question  in  this  series),  the  Institute  has  decided  to  transfer  the 
funds  included  in  the  FY  1996  budget  request  for  the  Matsunaga  Medal  to 
its  Education  and  Training  Program  in  order  to  increase  the  amount  of 
funding  available  for  practitioner  training.  The  total  amount  to  be 
transferred  is  estimated  to  be  $50,000. 

HISTORICALLY  BLACK  COLLEGES  AND  UNIVERSITIES 

Mr.  Stokes:  For  the  record,  please  elaborate  on  the  status  of  the 
Institute's  historically  black  colleges  and  universities  initiative. 

Dr.  Solomon:  The  Institute's  most  important  initiative  relating  to 
historically  black  colleges  and  universities  (HBCUs)  has  been  two  grants  to 
the  Phelps-Stokes  Fund  to  work  with  a  broad  cross-section  of  HBCUs  to 
improve  their  teaching  and  research  relating  to  international  conflict  and 
peace.  This  project  has  made  considerable  progress  toward  meeting  these 
goals.  In  addition,  grants  for  research  and  training  projects  have  been  made 
to  HBCUs  (e.g.  Bethune-Cookman  College,  Hampton  University,  and 
Morris  Brown  College).  The  Institute  also  has  held  grant-making  and 
library  services  workshops  at  Morehouse  College.  One  of  the  Institute's 
Distinguished  Fellows  was  selected  from  Howard  University.  In  the 
Institute's  first  summer  institute  for  college  teachers  in  1994,  three  of  those 
selected  for  participation  (out  of  a  total  26)  teach  at  HBCUs  (two  of  these 
three  participated  in  the  program).  The  Institute  continues  to  seek  ways  to 
be  inclusive  of  HBCUs  in  its  programs. 
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UNITED  STATES  INSTITUTE  OF  PEACE 

1550  M  Street.  NW.  Suite  700      Washington.  D  C    20005-1708      202  457-1700      Fax  202  429-6063 

KEY  POINTS 
What  is  the  Institute  of  Peace? 

•  An  independent,  nonpartisan  federal  institution,  signed  into  law  in 
1984  by  President  Ronald  Reagan,  authorized  and  annually  funded  by 
Congress,  and  mandated  to  strengthen  the  nation's  capabilities  to 
promote  the  peaceful  resolution  of  international  conflicts. 

•  The  only  national  institution  solely  dedicated  to  research,  policy 
development,  public  education,  and  professional  training  in 
international  conflict  resolution,  peacemaking,  and  the  use  of 
diplomatic  means  to  advance  U.S.  interests  abroad. 

•  Governed  by  a  bipartisan  Board  of  Directors  nominated  by  the 
President  and  confirmed  by  the  Senate  to  ensure  the  Institute's 
independence  from  private  interests  and  responsiveness  to  its  legislated 
mandate. 

•  Appropriations:  FY  1995— $11.5  million;  FY  1996— President's 
Budget  Request:  $11.5  million;  Institute's  Budget  Request:  $11.5  million. 

Why  an  Institute  of  Peace? 

•  With  the  nation's  defense  budget  significantly  reduced  from  Cold 
War  levels,  and  with  AID  programs  dwindling,  diplomacy  must  carry  a 
greater  burden  of  responsibility  in  advancing  U.S.  interests  abroad.  To 
remain  an  international  leader,  the  government  must  develop  practical 
policy  alternatives  apart  from  military  intervention,  reliance  on 
multilateral  institutions,  or  non-involvement  abroad. 

•  Management  of  international  relations  is  a  federal  responsibility. 
Foreign  policy  research  and  training  organizations  supported  by  private 
or  foreign  funds  have  their  own  agendas.  The  country  needs  at  least 
one  federal,  independent,  nonpartisan  foreign  affairs  institution  as  a 
national  resource. 

•  The  federal  government  trains  military  professionals  and  specialists 
in  national  defense  and  security.  As  a  complementary  effort,  the 
Institute  trains  foreign  affairs  professionals  in  international  conflict 
resolution  skills  and  mediation  and  negotiating  techniques. 
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•  The  Institute  plays  a  leading  role  in  educating  a  new  generation  of 
students  about  post-Cold  War  international  challenges  and  career 
possibilities  in  international  conflict  management  and  peace  building. 


The  Institute  carries  out  its  mission  by  . . . 

•  Mobilizing  the  best  national  and  international  talent  from  research 
organizations,  academia,  and  government  to  support  policy  makers  in 
the  Administration  and  Congress  by  providing  independent  and 
creative  assessments  of  how  to  deal  with  international  conflict 
situations  by  political  means. 

•  Facilitating  resolution  of  international  disputes  through  "Track  II" 
(informed  but  unofficial)  encounters  among  parties  to  conflicts  and  by 
preparing  U.S.  negotiators  for  mediation  work. 

•  Training  international  affairs  professionals  in  conflict  management 
and  resolution  techniques,  mediation,  and  negotiating  skills. 

•  Teacher-training  to  strengthen  curricula  and  instruction,  from  high 
school  through  graduate  education,  about  the  changing  character  of 
international  conflict  and  non-violent  approaches  to  managing 
international  disputes. 

•Raising  the  level  of  student  and  public  awareness  about  international 
conflicts  and  peacemaking  efforts  through  grants,  scholarships, 
publications,  electronic  outreach,  and  conferences. 


Impact  of  the  Institute  of  Peace 

•  Helping  to  save  American  lives   and   U.S.  taxpayer  dollars  by 

developing  political  strategies  for  dealing  with  potential  conflict 

situations.  Example: 

A  high-level  bipartisan  strategy  group  comprised  of  leading  figures 
from  current  and  recent  administrations  developed  policy  options  for 
dealing  with  the  North  Korean  nuclear  challenge  (fall,  1993).  The 
group's  special  report  on  a  political  strategy  was  briefed  to  the 
President  and  circulated  among  Administration  senior  staff  and 
Members  of  Congress. 

•  Facilitating  informal  discussions,  mediation,  and  negotiations 
between  conflicting  parties.  The  Institute  has  been  asked  to  facilitate 
conflict  mediation  discussions  between  disputing  parties  in  Angola, 
South   Africa,    and    between    North   and   South   Korea.    Facilitated 
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discussions  include  Nagorno-Karabakh,  Mozambique,  Kashmir,  Tibet, 
as  well  as  the  following: 

Sudan  (October,  1993):  The  Institute  cosponsored  with  the  House 
Subcommittee  on  Africa,  under  the  leadership  of  Congressman  Harry 
Johnston,  a  meeting  between  the  leaders  of  two  conflicting  factions  in 
southern  Sudan,  as  well  as  a  group  of  Sudanese  intellectuals,  activists 
and  policy  analysts.  Discussions  between  the  two  leaders  resulted  in  a 
cease  fire  agreement  between  the  parties. 

Somalia  (summer-fall,  1992):  Retired  U5.  Ambassador  Robert  Oakley 
led  a  study  group  and  inter-factional  dialogue  among  leading  non- 
official  Somali  figures.  When  appointed  by  former  President  Bush  to 
lead  Operation  Restore  Hope  in  December  1992,  Oakley's  earlier  work 
laid  the  political  groundwork  for  the  successful,  cooperative  UNITAF 
phase  of  U.S.  intervention. 

Syria/Israel  (fall,  1991):  At  State  Department  request,  simulated  talks 
between  Syria  and  Israel  under  the  new  Madrid  peace  process.  Results 
forwarded  to  the  Administration  and  to  the  Syrian  and  Israeli 
governments  for  preparation  of  new  phase  of  peace  process. 

•  Forging  new  diplomatic  tools  and  capabilities  and  extending  policy 
analysis  into  areas  of  "preventive  diplomacy"  by  raising  attention  of 
policymakers  to  over-the-horizon  issues.  Examples: 

New  diplomatic  tools: 

Cross-cultural  negotiation  skills  integrated  into  new  techniques  in 
conflict  resolution  and  mediation  training. 

U.S.  Army  Peacekeeping  Institute  and  Foreign  Service  Institute  receive 
training  seminars,  curriculum  material,  and  advice  on  performing 
conflict  resolution,  management,  and  mediation  work. 

NGO  initiative  helped  developed  mechanisms  to  coordinate  work  of 
private  humanitarian  assistance  organizations,  governments,  and 
international  organizations  in  areas  of  conflict  and  /or  humanitarian 
crises. 

Preventive  diplomacy: 

Political  Islam:  A  study  group  alerted  the  policymaking  community  to 
the  complexities  within  and  among  countries  about  the  influence, 
impact,  and  objectives  of  Islamic  political  movements,  giving  early 
warning  of  new  sources  of  conflict  and  methods  to  avert  violence. 

Over-the-horizon   issues: 

Emerging  Russian  foreign  policy  toward  the  "near  abroad"  (spring, 
1993):  First  description  of  Russia's  emerging  behavior  toward  non- 
Russian  republics,  later  borne  out  in  Georgia,  Azerbaijan,  and  Tajikistan. 

Turkey's  geopolitical  role  in  the  Middle  East:  Forecasted  the  northward 
shift  of  Middle  East  conflict  and  projected  new  opportunities  for  the 
peace  process. 
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L  APPROPRIATION  REQUEST  AND  INTRODUCTION 

Appropriation  Request  for  Fiscal  Year  1996:  For  fiscal  year  1996,  the  United 
States  Institute  of  Peace  requests  an  appropriation  of  $11,500,000,  which  is 
the  same  amount  included  in  the  President's  budget  request.  This 
document  presents  a  program-by-program  assessment  of  the  Institute's 
resource  requirements  and  delivery  potential  in  support  of  an 
appropriation  in  this  amount. 

Basic  Factors  Supporting  Request:  Three  basic  factors  continue  to  support 
our  request  even  more  than  in  previous  years: 

The  state  of  conflict  in  die  post-Cold  War  world  continues  to  demonstrate  the 
need  and  opportunities  for  the  Institute  to  contribute  to  the  security  interests 
of  the  United  States  and  to  efforts  to  advance  the  cause  of  international 
conflict  resolution  and  peace  building. 

The  Institute's  program  capacity  to  address  such  international  challenges  has 
continued  to  grow  as  has  its  ability  to  help  American  policymakers, 
negotiation  practitioners,  other  key  audiences,  and  the  broader  public  to 
understand  and  respond  to  the  challenges  and  complexities  of  the  post-Cold 
War  world. 

With  the  continued  refinement  of  programs  and  internal  organization  under 
its  new  president,  the  Institute  is  in  a  strengthened  position  to  pursue  its 
mission  and  fulfill  its  mandate. 

Constraints  on  the  Federal  Budget:  Given  the  continuing  turbulence  and 
uncertainty  in  the  world,  the  Institute  could  effectively  and  prudently  use 
a  larger  appropriation.  We  have  limited  our  request  to  the  proposed 
amount  in  consideration  of  the  continuing  problem  of  the  federal  budget 
deficit  and  the  special  emphasis  placed  on  budget  reduction  by  the 
Administration  and  Congress. 

Program  Directions  Through  Fiscal  Year  1996:  In  dealing  with  the  post- 
Cold  War  world,  the  Institute  seeks  to  maintain  and  increase  the 
momentum  in  addressing  questions  about  world  conflict  that  it  has 
developed  in  recent  years  and  to  do  so  within  its  budget  constraints.  With 
the  limited  resources  available,  the  Institute's  two  principal  priorities 
through  fiscal  year  1996  will  be:  (1)  to  continue  to  increase  its  efforts  in 
education  in  the  classroom  and  in  the  specialized  area  of  skills  training  in 
conflict  resolution  for  practitioners;  and  (2)  to  intensify  its  examination  of 
critical  issues  regarding  current  conflicts,  world  order,  and  peacemaking 
and  peacekeeping. 
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Proposed  Appropriation  Language: 

UNITED  STATES  INSTITUTE  OF  PEACE 

For  necessary  expenses  of  the  United  States  Institute  of  Peace  as  authorized 
in  the  United  States  Institute  of  Peace  Act,  as  amended,  [$11,500,000] 
$11,500,000.  (Departments  of  Labor,  Health  and  Human  Services,  and 
Education,  and  Related  Agencies  Appropriation  Act,  1994.) 

Authorization  Legislation: 

The  United  States  Institute  of  Peace  Act  ("Act")  was  enacted  as  Title  XVII  of  the  Defense 
Authorization  Act  of  1985,  Public  Law  No.  98-525  (Oct.  19,  1984).  It  authorized 
appropriations  for  the  Institute  at  $6,000,000  for  fiscal  year  1985  and  $10,000,000  for  fiscal 
year  1986,  with  amounts  appropriated  available  until  expended.  Amendments  to  the  Act 
are  as  follows:  Higher  Education  Technical  Amendments  Act  of  1986,  Pub.  L.  No.  99-498 
(Oct.  17,  1986)  (authorizes  appropriations  for  fiscal  year  1987  at  $6,000,000  and  fiscal  year 
1988  at  $10,000,000,  with  amounts  appropriated  available  until  expended);  Higher 
Education  Technical  Amendments  Act  of  1987,  Pub.  L.  No.  100-418  (Aug.  23,  1988) 
(authorizes  creation  of  the  Jeannette  Rankin  program);  Act  of  October  31,  1988,  Pub.  L.  No. 
100-569,  Title  III,  United  States  Institute  of  Peace  (authorizes  private  fringe  benefit 
programs  and  appropriations  for  fiscal  year  1989  at  $10,000,000,  fiscal  year  1990  at 
$10,000,000,  fiscal  year  1991  at  $10,000,000,  fiscal  year  1992  at  $15,000,000,  and  fiscal  year 
1993  at  $15,000,000,  with  amounts  appropriated  available  until  expended);  Act 
appropriating  funds  for  the  Legislative  Branch  for  Fiscal  Year  1991,  Pub.  L.  101-520  (Nov. 
5,  1990)  (authorizes  creation  of  Spark  M.  Matsunaga  Medal  of  Peace);  Higher  Education 
Amendments  of  1992,  Pub.  L.  No.  102-325  (July  23,  1992)  (authorizes  creation  of  Spark  M. 
Matsunaga  Scholars  Program,  contracts  with  foreign  nationals,  private  gifts  and 
contributions  for  headquarters  and  program-related  hospitality,  and  appropriations  for 
fiscal  year  1993  at  $15,000,000  and  of  "such  sums  as  may  be  necessary"  for  each  of  the  6 
succeeding  years  [fiscal  years  1994-1999],  with  funds  appropriated  available  until 
expended). 
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Operating  Budgets:  The  Institute's  operating  budget  for  each  fiscal  year 
includes  (1)  the  year's  final  appropriation,  (2)  any  funds  carried  over  from 
the  preceding  year,  and  (3)  interest  earned  on  funds  held  in  the 
Endowment  of  the  United  States  Institute  of  Peace,1  deobligations  of  prior 
year  funds,  and  certain  miscellaneous  receipts  (e.g.,  sales  of  books  and 
videotapes). 

Fiscal  Year  1995  Operating  Budget:  The  Institute's  operating  budget  for  fiscal 
year  1995  is  estimated  at  $12,256,000.  Of  this  amount,  $309,000  covers 
commitments  and  completion  costs  of  ongoing  activities  started  in  fiscal  year  1994 
but  not  obligated  until  fiscal  year  1995.  Thus,  the  funds  available  for  commitment 
in  fiscal  year  1995  are  estimated  at  $11,947,000. 

Fisral  Year  1996  Operating  Budget:  The  Institute  anticipates  that  the  full 
operating  budget  for  fiscal  year  1995  will  be  obligated  or  firmly  committed  by  the 
end  of  the  year  and  that  there  will  be  no  significant  carryover  into  fiscal  year 
1996.  With  an  appropriation  of  $11,500,000  and  estimated  interest  and 
miscellaneous  receipts  of  $450,000,  the  estimated  operating  budget  for  fiscal  year 
1996  will  be  $11,950,000. 

Outline  of  This  Budget  Request:  The  remainder  of  this  document 
supports  our  budget  request  as  follows: 

Part  II  briefly  describes  the  changing  and  unsettled  world  situation  and  the 
Institute's  increased  ability  to  respond  to  the  challenges  that  it  presents. 

Part  III  offers  an  overview  of  the  Institute's  programs  and  identifies  areas  of 
special  interest  for  the  Institute. 

Part  rv  describes  the  Institute's  organization  and  staffing. 

Part  V  describes  the  Institute's  programs  and  departments. 

Part  VI  presents  information  about  the  Institute's  funding  arranged  by  Object 
Classification. 


•in  1987,  the  Institute's  Board  of  Directors  established  the  Endowment  of  the  United  States  Institute  of 
Peace  in  the  District  of  Columbia  as  a  complementary  nonprofit  corporation  to  the  Institute,  sharing 
the  same  directors  and  officers  and  operating  for  the  same  purposes  with  the  additional  authority  to 
invest  funds.  See  section  1704(c)  of  the  Institute  of  Peace  Act.  As  authorized  by  section  1710(b),  the 
Institute  transfers  unobligated  funds  from  the  Institute's  Treasury  account  to  the  Endowment's  account. 
These  funds,  which  originate  in  the  Treasury  as  "no  year"  monies,  remain  available  in  the  Endowment 
until  expended.  The  Institute  follows  a  conservative  investment  policy,  placing  Endowment  funds  only 
in  federally  secured  accounts  or  in  federally  issued  or  guaranteed  securities,  such  as  Treasury  bills. 
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IL         A  WORLD  OF  DISORDER  —  THE  INSTITUTE'S  ABILITY  TO 
RESPOND 

The  State  of  World  Peace  and  Security  —  1995-1996 

Serious  Fundamental  Problems:  The  end  of  the  Cold  War  has  not 
diminished  the  complexity  of  international  relations;  indeed,  the 
challenge  of  widespread  ethno-religious  conflicts  and  humanitarian  crises 
has  exposed  the  international  community's  inability  to  cope  with  the 
aftermath  of  the  U.S.-Soviet  confrontation.  The  old  East-West  divide,  as 
dangerous  as  it  was,  was  more  predictable  for  both  sides  and  the  stakes 
were  clearer;  so,  too,  were  the  mechanisms  for  competition  and 
containment  and  the  "rules  of  engagement"  for  employing  them,  whether 
at  the  international,  regional,  or  national  levels.  Now  the  nations  of  the 
world  are  moving  from  this  earlier  confrontation  into  uncharted  territory. 

With  the  rules  having  changed,  and  despite  some  early  attempts  at 
collective  security  and  humanitarian  intervention,  the  international 
community  still  lacks  a  set  of  agreed  principles  and  institutions  to  guide 
policy  and  action.  In  the  cases  of  Rwanda,  Georgia,  and  Haiti,  major 
powers  acted  with  UN  endorsement  in  an  area  of  significant  concern;  yet 
in  each  case,  questions  were  raised  about  the  long-term  effectiveness  of  the 
action  taken  and  about  the  implications  of  the  approach  for  the  future  UN 
role.  The  intervention  of  former  president  Jimmy  Carter  in  North  Korea, 
Haiti  and  Bosnia  raised  a  new  set  of  issues  concerning  non-governmental 
personages  and  institutions  in  conflict  prevention  and  resolution. 

In  Bosnia,  the  killing  has  ebbed  and  flowed,  but  the  ability  of  the  United 
Nations  and  its  principal  members  to  impose  a  permanent  peace  has  been 
notably  lacking.  The  absence  of  a  reliable  settlement  in  Tajikistan,  the 
continuing  hostilities  in  Georgia,  the  outbreak  of  rebellion  in  Chechnya, 
and  the  festering  struggle  in  Nagorno-Karabakh  all  contribute  to  a  sense 
that  the  post-Cold  War  community  has  not  come  to  grips  with  issues  of 
conventional  arms  resulting  from  the  dismantlement  of  the  Soviet 
Union. 

In  Asia,  the  conflicting  priorities  of  the  major  players,  and  the  death  of 
North  Korea's  president,  complicated  efforts  to  negotiate  an  end  to  the 
North  Korean  nuclear  weapons  program  and  to  turn  it  clearly  toward 
peaceful  purposes.  Over  the  horizon,  the  growing  military  power  of 
China,  and  potentially  of  Japan,  have  engaged  people's  attention.  And 
although  the  reconstruction  of  Cambodia  has  continued,  the  Khmer 
Rouge  insurgency  hovers  threateningly  while  political  turmoil  in  Phnom 
Penh  has  not  been  stilled. 
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Further,  the  role  of  "political  Islam"  and  its  conflicts  with  democratic 
ideals  loom  large  in  Egypt,  Algeria,  and  other  Middle  East  nations. 

In  Africa,  the  victory  of  the  Rwandan  Patriotic  Front  brought  a  temporary 
lull  to  genocidal  violence,  but  the  enormous  problems  of  reconciliation 
and  reconstruction  have  left  the  world  reeling  from  the  magnitude  of  the 
task.  Conflicting  objectives  of  bringing  to  justice  those  responsible  for 
unrestrained  slaughter  with  due  process  while  attempting  to  build  a  civil 
society  challenged  the  imagination  and  the  energies  of  international, 
regional,  and  national  leaders. 

Haiti  captured  the  headlines  toward  the  year's  end,  and  while  the  Carter- 
Nunn-Powell  mission  pointed  to  the  possibilities  for  negotiating  interim 
solutions  to  such  problems,  the  prospects  for  lasting  peace  are  uncertain  at 
best.  Moreover,  continuing  discontent,  often  along  racial  or  ethnic  lines, 
is  still  evident  in  many  Latin  American  countries  and — as  with  the 
uprising  in  Chiapas — threatens  to  force  itself  back  onto  the  international 
agenda  if  not  effectively  dealt  with. 

Some  Hopeful  Developments:  Despite  the  many  areas  of  concern,  some  of 
the  past  year's  events  have  brought  hope:  an  Israeli-Jordanian  peace 
agreement,  which  followed  the  Israeli-PLO  accords  of  the  previous  year; 
the  UN-sponsored  elections  in  Cambodia,  which  produced  a  new  civilian 
government  of  national  reconciliation;  establishment  of  a  cease-fire  in 
Northern  Ireland;  fulfillment  of  Russia's  commitments  to  withdraw 
occupation  forces  from  Germany  and  the  Baltic  states;  elections  in  South 
Africa  and  tentative  moves  toward  ending  the  conflict  in  Sudan,  which 
have  raised  hopes  for  some  peaceful  resolutions  on  that  strife-torn 
continent. 

Coping  with  Disorder:  Even  so,  dealing  with  disorder  in  the  world 
presents  enormous  challenges  to  the  United  States  and  the  international 
community  at  large.  The  ability  of  the  world's  major  powers,  including 
the  United  States,  to  muster  the  public  attention,  political  will,  and 
financial  resources  to  deal  with  the  world's  many  conflict  situations 
remains  an  open  question.  Economics  has  become  the  watchword  of 
virtually  all  governments  of  the  world,  and  contests  for  power  more  often 
than  not  revolve  today  around  the  struggle  for  markets  and  raw  materials 
rather  than  for  territorial  aggrandizement  or  even  military  dominance  per 
se.  Yet  these  struggles  are  often  manifest  in  political  terms  and,  eventually, 
may  expand  to  involve  the  use  of  military  force.  Dealing  both  with  the 
causes  and  the  effects  of  these  contests  is  no  less  necessary  than  in  the  Cold 
War  era,  yet  the  challenge  may  be  greater  than  in  circumstances  where  the 
stakes  were  clearly  seen  as  the  direct  threat  of  nuclear  annihilation  and  the 
global  domination  of  an  alien  ideology. 
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The  reality  is  that  human  conflict  and  suffering  have  not  substantially 
abated  simply  because  the  United  States  and  other  NATO  countries  no 
longer  face  the  Soviet  Union  and  the  Warsaw  Pact  with  missiles  poised. 
Clearly  not  every  problem — nor  every  conflict — can  or  should  be  solved 
with  outside  intervention.  And  those  countries  whose  interests  are  most 
directly  involved  will  have  to  assume  principal  responsibility  for  forging 
and  implementing  solutions.  The  international  community,  however, 
may  be  required  to  act  in  those  cases  where  conflicts  are  likely  to  spill  over 
and  more  directly  affect  the  interests  of  the  rest  of  the  world. 

Finding  solutions:  Whether  the  world — and  the  United  States — is  better 
prepared  to  deal  with  this  ambiguous  and  chaotic  setting  will  depend  on 
its  ability  to  understand  the  problems  that  exist  and  devise  effective  means 
for  dealing  with  them  and  bring  new  techniques  to  bear  on  the  resolution 
of  conflicts.  Accurate  assessment  of  both  the  underlying  problems  and 
their  surface  manifestation,  and  appropriate  preparation  and  training  of 
today's  and  tomorrow's  negotiators  to  deal  effectively  with  them,  will 
remain  the  keys  to  reining  in  the  chaos  that  threatens  to  engulf  certain 
parts  of  the  globe.  With  governments  increasingly  unable  to  muster  the 
resources  to  deal  with  these  problems  directly,  cooperative  efforts  with 
non-governmental  actors — in  the  public  policy  world,  in  academia,  in 
business,  and  in  the  humanitarian  NGO  community — will  assume  greater 
importance.  Research,  analysis,  education  and  training  brought  together 
more  effectively  are  some  of  the  tools  needed  to  advance  this  work. 

The  institute's  Special  Capabilities 

Legislative  mandate:  The  Institute's  special  capabilities  to  help  deal  with 
international  conflicts  continue  to  draw  from  strengths  based  on  its 
original  structure  and  on  eight  years  of  accumulated  experience.  In 
establishing  the  Institute,  Congress  directed  it  to  be  "an  independent, 
nonprofit,  national  institute"  and  to  serve  both  the  American  people  and 
government 

"through  the  widest  possible  range  of  education  and  training,  basic  and  applied 
research  opportunities  and  peace  information  services  on  the  means  to  promote 
international  peace  and  the  resolution  of  conflicts  among  the  nations  and  peoples  of 
the  world  without  recourse  to  violence." 

Basic  approaches  to  fulfilling  mandate:  Within  this  broad  legislative 
mandate,  the  Institute  first  identified  several  approaches  to  meeting  its 
responsibilities: 

•  Expanding  basic  and  applied  knowledge  about  international  conflict  and  peace  by 
sponsoring  serious  and  targeted  research; 
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•  Disseminating  such  information  to  those  who  can  best  use  it  in  policymaking, 
diplomacy,  journalism,  research  and  teaching,  citizen  education,  and  allied 
pursuits; 

•Promoting  informed  public  discussion  and  understanding  of  the  complex  nature  of 
international  conflict  and  peacemaking. 

During  the  past  year,  two  other  efforts  have  become  increasingly 
important: 

•  Providing  training  in  conflict  resolution  skills  to  practitioners  in  policymaking 
arenas; 

•  Facilitating  communication  between  groups  in  conflict  through  discussion 
meetings,  training,  and  other  approaches. 

The  Institute's  special  characteristics:  In  pursuing  these  goals  the  Institute 
takes  advantage  of  some  of  its  basic  characteristics  that  facilitate  its 
response  to  today's  complex  challenges: 

(1)  The  Institute  is  a  public  institution  that  operates  independently  from  the  Executive 
Branch  of  government.  This  independent  public  status  gives  it  a  special  credibility  among 
those  who  work  on  issues  advancing  international  peace  and  also  facilitates  cooperation 
with  both  official  and  private  organizations  in  other  countries. 

(2)  With  an  overall  concentration  of  its  work  in  the  field  of  conflict  resolution,  the  Institute 
seeks  to  further  (i)  policy-relevant  research  and  analysis  on  questions  of  peace  and  war;  (ii) 
education,  training,  and  public  information  about  these  critical  matters;  and  (iii) 
facilitation  of  dialogue  on  specific  conflicts.  Its  research  activities  reinforce  its  work  in 
education  and  training  and  place  it  in  an  excellent  position  to  (a)  increase  the  knowledge 
and  skills  of  professionals  working  in  conflict  management  and  resolution,  and  (b)  support 
efforts  within  the  American  educational  system  to  improve  the  ability  of  secondary  schools 
and  universities  to  teach  students  about  the  nature  of  post-Cold  War  international  conflict. 

(3)  As  an  independent,  public  institution,  the  Institute  is  better  equipped  to  perform  a 
crucial  "bridging  function"  between  the  worlds  of  practitioners  within  government  and 
scholars  and  analysts  outside  government.  The  Institute  is  able  to  perform  this  role  because 
of  the  large  network  of  former  diplomats,  policymakers,  outstanding  policy  analysts  and 
scholars,  leading  conflict  resolution  experts,  and  top  educators  at  all  levels,  on  whom  the 
Institute  can  draw  for  support  and  involvement  in  fulfilling  its  mandate. 

(4)  The  Institute  has  developed  productive  informal  relationships  with  the  National 
Security  Council,  the  Departments  of  State  and  Defense,  the  Arms  Control  and 
Disarmament  Agency,  the  United  States  Information  Agency,  the  Library  of  Congress,  and, 
of  course,  many  Members  and  staff  experts  in  the  Congress.  These  relationships  facilitate 
collaborative  activities  with  those  agencies,  with  U.S.  embassies,  and  with  congressional 
organizations  such  as  the  Helsinki  Commission.  Equally  important,  these  relationships 
help  the  Institute  target  part  of  its  activity  on  relevant,  current  policy  issues  high  on  the 
U.S.  government's  agenda,  without  infringing  on  the  prerogatives  of  other  institutions  or 
ceding  any  control  over  its  own  priorities  and  agenda. 
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(5)  The  Institute  has  built  a  highly  adaptable  structure  to  ensure  an  unusual  degree  of 
flexibility.  It  is  able  to  support  the  work  of  others  outside  the  Institute  or  undertake  by 
itself  work  requiring  a  special  focus.  By  funding  the  work  of  others  through  grants  and 
fellowships  and  also  carrying  out  certain  projects  directly  (e.g.,  through  senior  scholars  and 
advisers,  consultants,  and  specially  designed  working  groups  of  experts),  the  Institute  has 
built  a  strong  network  of  relationships  with  skilled  professionals  working  in  many  relevant 
fields.  This  network  also  facilitates  the  Institute  in  addressing  a  mixture  of  short  term, 
more  immediate  issues  along  with  longer  term  work  on  international  conflict. 

Program  Organization:  In  past  years,  in  order  to  respond  to  the  challenges 
presented  by  world  conflicts,  the  Institute  has  operated  a  set  of  core 
programs  and  departments,  and  also  has  established  various  special 
initiatives.  Core  programs  and  departments  have  carried  out  the  bulk  of 
the  Institute's  work  and  served  as  the  backbone  of  the  Institute's 
programmatic  structure.  Special  programs  and  initiatives  have  addressed 
topics  of  such  unusual  importance  to  the  Institute  that  they  warrant 
having  separate  staffs  dedicated  to  their  work  and  require  unusually  rapid 
responses  to  changing  situations. 

Core  Programs  and  Departments:  The  Institute's  core  programs  and 
departments  carry  out  the  following  functions: 

Education  and  Training:  promotes  teacher  enrichment  and  training  programs, 
student  enrichment,  and  the  development  of  curriculum  materials;  serves  as  a  clearinghouse 
and  source  of  technical  assistance  for  secondary,  undergraduate,  and  public  education;  and 
provides  skills  training  in  conflict  resolution  techniques  to  professionals  and  other 
practitioners  in  the  foreign  affairs  field. 

Grants:  administers  one  solicited  and  two  unsolicited  grant  award  cycles  each  year 
and  oversees  performance  of  ongoing  grants  from  previous  years. 

Fellowships:  the  Institute  operates  a  residential  fellowship  program  honoring 
former  Senator  Jennings  Randolph  and  a  dissertation  support  program  for  Ph.D.  candidates 
in  U.S.  universities. 

Research  and  Studies/Special  Programs:  organizes  in-house  research  and  policy 
analysis,  study  and  working  groups,  conferences  and  public  workshops. 

Library:  develops  and  operates  the  Jeannette  Rankin  research  library,  is  studying 
the  need  for  a  national  network  of  information  centers  and  libraries,  and  seeks  to  improve 
bibliographic  control  of  relevant  materials. 

Publications  and  Marketing:  manages  the  editing,  production,  and  distribution  of 
the  Institute's  books,  reports,  periodicals,  institutional  brochures,  and  other  materials. 

Public  Affairs  and  Information:  prepares  press  releases  and  short,  topical  reports; 
operates  a  speakers  bureau;  manages  press  briefings  and  other  media  relations;  and 
administers  the  Spark  M.  Matsunaga  Medal  of  Peace. 

Special  Initiatives:  The  Institute  currently  has  three  special 
initiatives: 
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One  on  the  importance  of  the  Rule  of  Law  as  many  nations  throughout  the  world 
seek  to  move  from  authoritarian  to  other  forms  of  government. 

One  on  Religion,  Ethics,  and  Human  Rights,  topics  which  the  Institute  considers  to 
be  fundamental  to  many  issues  related  to  world  peace  and  conflict. 

And  finally,  one  on  Preventive  Diplomacy  and  Early  Warning.  The  initiative  on 
preventive  diplomacy  is  treated  for  budget  purposes  as  part  of  the  Institute's  Special 
Programs. 

In  fiscal  year  1995  a  fourth  special  initiative  on  the  Middle  East  has  been 
phased  into  the  Institute's  regular  Special  Programs  unit. 
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m.       OVERVIEW  —  PROGRAM  SCOPE  THROUGH  FISCAL  YEAR  1996 

Program  Scope 

The  Institute  will  concentrate  on  two  major  areas  of  activities  through 
fiscal  year  1996  that  are  designed  to  gain  maximum  impact  from  the 
resources  made  available  to  it  and  to  advance  the  objectives  set  by 
Congress. 

(1)  To  build  on  its  efforts  in  education  and  training  in  the  classroom,  to  extend  the 
reach  of  its  specialized  skills  training  in  conflict  resolution  for  practitioners,  and  to 
inform  and  educate  the  public  more  broadly;  and 

(2)  To  intensify  its  examination  of  ongoing  and  potential  conflicts  and  debates  on 
peacemaking  and  peacekeeping.  In  pursuit  of  these  objectives,  its  efforts  focus  on 
the  sources  of  international  conflict  and  intervention  strategies  for  addressing  them. 

One  of  the  Institute's  special  strengths  is  that  the  efforts  directed  at  these 
priority  topics  are  mutually  reinforcing.  The  Institute's  well  developed 
capability  to  carry  out  these  efforts,  or  to  fund  them  through  grants, 
research,  and  analysis,  for  example,  greatly  enhances  its  ability  to  support 
training  and  educational  activities.  In  recent  years  the  Institute  has 
developed  a  critical  mass  in  its  capability  to  support  analysis  as  well  as 
educate  and  train  regarding  international  conflict  management  and 
resolution. 

The  geographic  scope  covered  by  these  themes  is  very  broad.  The  Institute 
will  continue  to  give  priority  to  questions  involving  Russia  and  its  near 
neighbors,  Middle  East  issues  (e.g.,  the  challenge  of  "political  Islam"),  and 
Asian  security  issues,  especially  the  North  Korean  situation,  and  the 
potential  for  nuclear  proliferation  and  conflict  in  South  Asia.  Central  and 
Eastern  Europe  are  obvious  candidates  for  assessment,  not  only  with 
respect  to  relations  with  Moscow  but  also  regarding  American  policy  in 
Europe  in  the  post-Cold  War  world.  The  multitude  of  conflicts  in 
Africa — certainly  in  the  Sudan  and  Rwanda  but  ranging  beyond  as  well — 
also  merit  attention.  Latin  America  is  too  close — and  potentially  too 
troubled — to  ignore,  as  recent  events  in  Haiti,  Cuba,  and  Mexico  have 
made  clear. 

Expanding  Education  and  Training 

The  requirements  of  international  conflict  management  and  resolution  in 
the  post-Cold  War  era  are  increasingly  complex  and  diverse.  The  United 
Nations,  regional  organizations  like  the  OAU  and  the  OAS,  and  major 
powers  such  as  the  United  States  are  struggling  to  maintain  peace  and 
stability  in  the  face  of  growing  numbers  of  ethnic,  religious,  territorial,  and 
other  forms  of  conflict.  The  central  role  of  the  United  States  in  this  chaotic 
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environment  requires  a  knowledgeable  public,  a  first-rate  education 
system,  and  a  corps  of  foreign  affairs  professionals  well  trained  in 
negotiating,  mediating,  and  other  conflict  resolution  skills. 

The  need  for  new  approaches  to  international  education  has  been 
documented  in  several  recent  studies.  Attempts  to  address  this  need 
include  the  U.S.  Department  of  Education's  Goals  2000  Standards  Project. 
Consistent  with  these  studies,  and  at  the  urging  of  key  leaders  in  both  the 
Senate  and  the  House  of  Representatives,  as  well  as  in  response  to  requests 
from  students,  teachers,  and  foreign  affairs  practitioners,  the  Institute 
embarked  in  fiscal  year  1995  on  an  expansion  of  its  education  and  training 
program. 

A  significant  measure  of  the  success  of  the  program  is  the  dramatic  growth 
in  demand,  both  at  home  and  abroad,  for  the  education  and  training 
services  offered  by  the  Institute.  Such  demand,  of  course,  reflects  not  only 
the  Institute's  reputation  for  excellence  in  conflict-management 
education,  but  also  a  dire  need  for  instructional  materials  as  well  as 
teacher  and  practitioner  training  to  keep  pace  with  new  global  realities. 

Assessing  Current  International  Conflicts 

While  further  developing  its  education  and  training  activities,  the 
Institute  will  also  continue  to  strengthen  its  work  on  current  problems  of 
anticipating,  managing,  and  resolving  international  conflicts,  giving 
priority  in  doing  so  to  the  sources  of  international  conflict  and  to  different 
strategies  regarding  international  intervention  in  such  conflicts. 

Sources  of  International  Conflict:  The  Institute  is  focusing  a  major  part  of 
its  work  on  the  sources  of  world  conflict.  Some  of  these  are  primarily 
defined  geographically,  for  example  the  North  Korean  nuclear  problem.  A 
number  focus  around  Russia  and  the  legacy  of  the  Soviet  Union, 
including  threats  to  stability  in  Central  Asia,  continuing  problems  between 
Russia  and  Ukraine,  and  the  status  of  non-Russians  in  Russia.  In  the 
Middle  East  and  northern  Africa,  attention  continues  to  be  given  to  the 
protracted  war  in  Sudan,  the  role  of  "political  Islam"  in  the  Middle  East  (as 
well  as  in  South  and  East  Asia),  and  Turkey's  strained  relations  with  its 
Muslim  neighbors.  Another  area  that  is  receiving  attention  is  the  rise  of 
ultranationalism  in  Europe — from  Germany,  through  the  former  socialist 
states  of  Eastern  Europe,  to  Russia.  Key  issues  of  East  Asian  security, 
including  the  unsettling  effect  of  offshore  territorial  disputes,  are  the 
subject  of  yet  another  research  effort. 

Much  of  this  work  will  be  carried  over  into  fiscal  year  1996,  along  with 
attention  to  the  question  of  media  and  conflict,  the  challenge  to  peace 
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presented  by  "rogue"  states,  the  future  of  the  Russian  military,  and 
disputes  arising  out  of  competing  territorial  sea  and  resource  claims. 

International  Intervention  Strategies:  The  international  community, 
including  the  United  States  and  the  United  Nations,  has  been  wrestling 
with  the  dilemma  of  growing  demands  versus  shrinking  resources  for 
diplomatic,  military,  and  other  intervention  in  cases  of  conflict  and 
humanitarian  disaster.  Moving  beyond  the  two  studies  sponsored  in  1994 
and  1995  on  Somalia,  the  Institute  has  embarked  on  a  number  of  related 
studies  to  answer  such  questions  as  what  criteria  should  apply  to 
intervention,  what  kinds  of  interventions  are  suitable  at  what  stages  and 
in  what  circumstances,  and  by  whom. 

One  of  the  two  solicited  grant  topics  for  1995  invites  proposals  for  research 
on  the  changing  nature  of  international  intervention  as  well  as  ideas  for 
pilot  or  experimental  projects  by  NGOs  to  carry  out  such  intervention. 
One  of  the  Institute's  fellows  is  concentrating  on  international 
peacekeeping  strategies. 

The  other  solicited  grant  topic  for  1995  addresses  "negotiation  research  and 
training."  This  not  only  calls  for  proposals  for  research  on  negotiation 
theory  and  practice,  but  also  requests  proposals  on  development  of  new 
training  programs  and  related  materials  on  international  and  cross- 
cultural  negotiation  behavior.  The  Institute's  project  on  cross-cultural 
negotiation — designed  to  build  a  database  and  develop  training  materials 
with  respect  to  different  countries'  negotiating  styles  and  interests — is  well 
underway  and  will  continue  through  fiscal  years  1995  and  1996. 

Consistent  with  the  grant  solicitation,  and  following  on  the  1994  all- 
Institute  conference  on  "Managing  Chaos,"  one  study  group  is  considering 
the  role  of  NGOs,  governments,  and  international  organizations  in 
humanitarian  intervention.  Another  study  group  is  taking  a  broad  look  at 
"proxy  peacekeeping"  and  spheres  of  influence  as  rising  phenomena 
shaping  international  intervention.  In  light  of  the  growing  controversy 
within  the  United  States  over  the  use  of  American  forces  for  such 
purposes,  the  connection  between  humanitarian  missions  and  U.S. 
defense  priorities  is  also  being  examined. 

Several  topics  relating  to  Central  or  South  Asia  also  fit  within  the  theme 
of  international  intervention  strategies.  Among  them  are  the 
implications  for  U.S.  policy  of  Russian  "peacekeeping"  in  the  "near 
abroad,"  including  Georgia,  Nagorno-Karabakh,  and  Tajikistan.  Since 
local  focus  is  also  important  to  understanding  these  conflicts,  the  Institute 
will  study  possible  settlement  of  the  conflict  in  Tajikistan  from  the 
perspective  of  the  parties  on  the  ground.  Earlier  Institute  work  on 
Kashmir  will  also  be  followed  up. 
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In  addition  to  developing  more  effective  strategies  for  conflict  mitigation 
and  peacekeeping  with  respect  to  conflicts  already  in  progress,  effective 
institutionalized  methods  of  preventive  diplomacy  are  needed  that  might 
save  lives  and  the  growing  costs  of  risky  international  military 
interventions  and  relief  efforts.  To  draw  useful  lessons  for  policymakers, 
the  Institute's  project  on  early  warning  and  conflict  prevention  is 
identifying  the  types  of  diplomatic,  military,  economic,  and  other  third- 
party  preventive  interventions  that  were  deployed  at  an  early  stage  in 
some  instances  of  incipient  conflict  in  Africa,  Eastern  Europe,  and  other 
regions  and  that  apparently  succeeded  in  preventing  worse  crises. 

Growing  Audiences 

The  Institute  has  traditionally  addressed  itself  through  its  study  groups, 
conferences,  and  published  works  to  the  academic  and  policy 
communities,  to  educators,  and  to  public  audiences.  The  Institute  has 
continuously  sought  ways  to  make  its  work  more  directly  relevant  to  the 
policy  process.  As  a  consequence,  its  agenda  has  moved  away  from  the 
previous  reliance  on  public  conferences  to  more  study  groups  and 
workshops  on  topics  of  direct  interest  to  the  "policy  community," 
including  policymakers  in  both  the  Executive  Branch  and  Congress. 

The  Institute  has  also  sought  greater  cooperation  with  NGOs,  the  media, 
and  other  "non-traditional"  audiences.  New  techniques  are  being 
introduced  to  help  educate  the  public  about  issues  related  to  the  Institute's 
charter,  including  talk  show  feeds,  media  briefings,  radio  and  television 
interviews,  and  high  school  and  college  teacher  institutes.  The  Institute 
represents  a  new  kind  of  intellectual  leadership  for  the  United  States 
government  and  provides  this  leadership  to  a  broader  world  in  order  to 
make  a  contribution  to  peace  and  stability  throughout  the  world. 
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OBLIGATIONS  AND  COMMITMENTS  BY  PROGRAMS 

FY 1994-FY  1996 

($000's) 

FY  1994        FY  1995        FY  1996 
Program/Department Actual     Estimate     Estimate 

Core  Programs  and  Departments 

Education  and  Training 

Grants 

Jennings  Randolph  Fellowships 

Research  and  Studies/Special  Programs 

Jeannette  Rankin  Library 

Publications  and  Marketing 

Public  Affairs  and  Information 

Special  Programs  and  Initiatives** 

Middle  East 

Rule  of  Law 

Religion,  Ethics,  and  Human  Rights 

Management  and  Administration 

TOTAL 11905  12256  11950 

•Includes  90  committed  in  fiscal  year  1994  and  not  obligated  until  fiscal  year 
1995. 

**Does  not  include  fellowships,  grants,  and  other  costs  for  these  topics  included 
in  Core  Programs  and  Departments. 


1071 

1539 

1609 

3543 

»3427 

3386 

1742 

1801 

1694 

877 

1223 

1000 

499 

519 

521 

902 

884 

937 

407 

529 

512 

281 





253 

258 

211 

246 

259 

256 

2084 

1817 

1824 

14 


189 

IV.       MANAGEMENT,  ORGANIZATION,  AND  STAFFING 

Board  of  Directors 

Structure:  As  an  independent  nonprofit  corporation,  the  Institute  is 
governed  by  a  15-member  Board  of  Directors,  11  appointed  from  outside 
the  federal  government  by  the  President  and  confirmed  by  the  Senate  and 
4  Senate -confirmed  Executive  Branch  officials  who  serve  ex  officio  (the 
Secretaries  of  State  and  of  Defense,  the  Director  of  the  Arms  Control  and 
Disarmament  Agency  or  Senate-confirmed  designees  from  their  agencies, 
and  the  President  or  Vice  President  of  the  National  Defense  University). 
Not  more  than  eight  directors  may  be  of  the  same  political  party.  Board 
members  appointed  from  outside  government  have  staggered  four-year 
terms;  may  serve  two  terms;  and  may  continue  in  office  until  their 
successors  have  been  appointed. 

Current  Status: 

Chester  A.  Crocker  (chairman),  Distinguished  Research  Professor  of 

Diplomacy,  Georgetown  University  School  of  Foreign  Service 
Max  M.  Kampelman,  Esq.  (vice  chairman),  Fried,  Frank,  Harris,  Shriver  and 

Jacobson,  Washington,  D.C. 
Dennis  L.  Bark,  senior  fellow,  Hoover  Institution  on  War,  Revolution  and 

Peace,  Stanford  University 
Theodore  M.  Hesburgh,  C.S.C.,  president  emeritus,  University  of  Notre  Dame 
William  R.  Kintner,  professor  emeritus  of  political  science,  University  of 

Pennsylvania 
Christopher  H.  Phillips,  former  United  States  ambassador  to  Brunei 
Elspeth  Da  vies  Rostow,  professor  of  government,  LBJ  School  of  Public  Affairs, 

University  of  Texas  at  Austin 
Mary  Louise  Smith,  civic  activist;  former  national  chairman,  Republican 

National  Committee 
W.  Scott  Thompson,  director,  international  development  studies,  Hetcher 

School  of  Law  and  Diplomacy,  Tufts  University 
Allen  Weinstein,  president,  The  Center  for  Democracy,  Washington,  D.C. 

Ex  officio  members 

Ralph  Earle  II,  deputy  director,  Arms  Control  and  Disarmament  Agency 
Toby  Trister  Gati,  assistant  secretary  of  state  for  intelligence  and  research 
Ervin  J.  Rokke,  Lieutenant  General,  U.S.  Air  Force,  president,  National 

Defense  University 
Walter  Slocombe,  undersecretary  of  defense  for  policy 

Ex  officio  (nonvoting) 

Richard  H.  Solomon,  president,  United  States  Institute  of  Peace 

Lt.  Gen.  Rokke  became  a  member  of  the  Board  when  he  assumed  the 
presidency  of  the  National  Defense  University  in  September  1994.  Amb. 
Earle  has  been  designated  by  the  Director  of  the  Arms  Control  and 
Disarmament  Agency  to  serve  on  the  Board.   In  early  1995  Thomas  Harvey 
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resigned  from  the  Board  when  he  became  Chief  of  Staff  of  the  Senate 
Committee  on  Veterans  Affairs.  Expiration  dates  have  passed  for  the 
terms  of  the  eleven  non-governmental  members;  but  according  to  the 
Institute's  legislation,  as  noted  above,  they  may  serve  until  replaced 
through  the  usual  nomination  and  confirmation  process.  (See  Appendix 
A  for  biographical  information  about  the  Board  of  Directors.) 

Management  Review 

During  the  past  year,  the  Institute's  new  president  has  led  a  general  review 
of  the  Institute's  internal  organization,  administrative  procedures,  and 
staffing  requirements.   This  review  has  sought,  among  other  things,  to 

•Place  greater  emphasis  on  policy-relevant  work,  acting  in  coordination  with 
policymakers  in  Congress  and  the  Executive  Branch. 

•  Increase  the  effectiveness  of  the  Institute's  communication  with  its  various 
audiences  through  a  more  coordinated  and  integrated  use  of  print,  radio/TV, 
computer,  and  other  electronic  media.  Particular  attention  is  being  given  to  the  role 
of  the  Publications  and  Marketing  Department,  the  Public  Affairs  and  Information 
Office,  and  the  efforts  of  the  Research  and  Studies  Program  to  communicate 
substantive  findings  to  relevant  offices  in  the  Executive  Branch  and  Congress. 

•Improve  coordination  among  different  organizational  units  to  assure  maximum 
utilization  of  staff  across  programs.  Through  the  use  of  committees  and  task  forces, 
the  Institute  is  emphasizing  cross-training  and  utilization  of  personnel  among 
programs  to  assure  the  most  efficient  and  productive  use  of  their  time  and  mutual 
reinforcement  of  programmatic  themes  across  programs. 

•Give  greater  emphasis  to  education  and  training  programs  with  special  attention 
to  practical  training  for  professionals  in  international  affairs. 

This  review  process,  which  is  ongoing,  has  resulted  in  a  number  of  staff 
departures  from  the  Institute,  some  shifting  of  personnel  among  programs 
and  departments,  and  the  hiring  of  some  new  staff,  including  a  new 
Executive  Vice  President.  During  this  review,  we  have  been  sensitive  to 
the  need  to  limit  staffing  and  have  set  the  Institute's  personnel 
complement  at  a  level  we  judge  necessary  for  responsibly  fulfilling  the 
Institute's  mandate. 

Staffing 

By  statute  Institute  employees  "shall  not  be  considered  officers  and 
employees  of  the  Federal  Government"  except  for  several  narrowly 
defined  purposes  (see  Section  1707[f])  of  the  United  States  Institute  of  Peace 
Act).  Employees  hired  since  October  1988,  for  example,  are  not  entitled  to 
federal  benefits  for  health  and  life  insurance  and  retirement. 
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At  the  close  of  fiscal  year  1994,  compensable  work  years  (or  FTEs  —  "full- 
time  equivalents")  for  that  year  totaled  53.  This  was  lower  than 
previously  projected  because  of  the  departure  of  some  Institute  staff  and 
the  time  required  to  complete  the  recruitment  of  new  personnel.  The 
Institute  projects  56  FTEs  for  fiscal  years  1995  (which  is  less  than  the  62 
included  in  the  Institute's  fiscal  year  1995  budget  request)  and  58  for  fiscal 
year  1996,  with  a  portion  of  this  FTE  level  to  be  determined  by  staff 
attrition.  The  organization  units  are  shown  on  the  organization  chart  at 
the  end  of  this  section.  (See  Appendix  B  for  biographical  information 
about  the  Institute's  senior  staff.) 

As  in  the  past,  the  Institute  uses  short-term,  part-time,  and  intermittent 
employees  when  possible.  This  approach  enables  the  Institute  to  mobilize 
personnel  resources  without  making  longer  term  commitments. 

PERSONNEL  SUMMARY 
FY  1994-FY  1996 


a 

M 

K 

55 

E*   & 

Budget 

Budget 

Request 

Actual 

Request 

Estimate 

Estimate 

Compensable  Work  Years 

(Full-time  equivalent 
employment) 

59 

53 

62 

56 

58 
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UNITED  STATES  INSTITUTE  OF  PEACE 
ORGANIZATION  CHART 


BOARD  OF  DIRECTORS 


ADMINISTRATIVE  OFFICE 


EXECUTIVE  OFFICE 


GRANT  PROGRAM 


EDUCATION  AND  TRAINING 


JENNINGS  RANDOLPH  FELLOWSHIPS  JEANNETTE  RANKIN  LIBRARY 


RESEARCH  AND  STUDIES 


PUBLICATIONS  AND  MARKETING 


SPECIAL  PROGRAMS 


RELIGION,  ETHICS,  &  HUMAN  RIGHTS 


RULE  OF  LAW 


PUBLIC  AFFAIRS  AND  INFORMATION 


PREVENTIVE  DIPLOMACY 
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JUSTIFICATION  BY  PROGRAM 


EDUCATION  AND  TRAINING 

(in  thousands  of  dollars) 
By  Activity 


Change 

1994 
Actual 

1995           1996 
Estimate      Estimate 

Net 

•95-'96 

TOTAL 

1071 

1539          1609 

+70 

By  Object  Classification 

1994 

Actual 

FTEAmount 

1995 
Estimate 
FTEAmount 

1996 

Estimate 

FTE    Amount 

Net  Change 

'95-'96 
FTEAmount 

Personnel 
Full  Time 
Other 

5.98 
0.92 

281 
40 

7.11 
0.22 

320 
19 

8.00 
0.00 

379 

+0.89 
-0.22 

+59 
-19 

Benefits 
Total 

5.68 

72 
393 

7.33 

74 
415 

8.00 

87 
466 

+0.67 

+13 
^h55 

Travel 

Invitationa! 

Staff 

Total 

1 

222 

33 

.255 

325 

51 

376 

325 

51 

376 

-- 

Office  Rent 

51 

72 

72 

— 

Other  Rent 

14 

— 

— 

— 

Postage 
Printing 
Other  Services 

35 
65 
172 

50 

98 

440 

55 

83 

392 

+5 
-15 
-48 

Supplies 
Furn.  &  Equip. 

12 
16 

12 
13 

25 

+13 
-13 

Scholarships 

_58 

J& 

140 

+75 

Total  Other 

423 

750 

767 

+17 

TOTAL 

6.90 

1071 

7.33 

1539 

8.00 

1609 

+0.67 

+70 
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V.        JUSTIFICATION  BY  PROGRAM 

EDUCATION  AND  TRAINING 

Program  Overview 

The  Institute's  program  of  activities  in  education  and  training  is  intended  to  fulfill  its 
mandate  from  Congress  to  serve  the  people  and  the  Government  through  the  development  of 
instructional  tools  for  dealing  effectively  with  international  conflict.  The  program  aims  to 
increase  the  quality  of  teaching  and  learning  (i)  in  secondary  school  and  college  classrooms; 
(ii)  for  professionals  in  foreign  affairs;  and  (iii)  for  the  general  public. 

The  immensity  of  this  task  requires  targeting  special  audiences  and  using  limited  resources 
to  achieve  maximum  multiplier  effects.  Priority  audiences  for  the  Institute  are  high  school 
and  higher  education  teachers  and  students,  leaders  of  professional  and  civic  groups  and 
other  nonprofit  organizations,  and  members  of  the  general  public  with  an  interest  in 
international  affairs.  In  addition  the  Institute  is  focusing  on  the  training  needs  of 
practitioners  in  peacekeeping  and  other  conflict  resolution  skills. 

To  reach  these  audiences,  the  Institute  has  organized  its  Education  and  Training  Program 
into  the  following  major  activities  dealing  with  the  management  and  resolution  of 
international  conflict: 

•  Practitioner  Training:  skills  training  in  mediation,  negotiation,  and  conflict 
management  and  resolution  for  foreign  affairs  professionals,  including  a  special 
focus  on  cross-cultural  negotiation; 

•  Teacher  Enrichment:  conducting  workshops  and  institutes  to  increase  teachers' 
knowledge  and  improve  their  teaching  skills,  preparing  resources  for  teachers 
such  as  guides  and  directories;  developing  curriculum  materials  for  use  in  high 
schools,  community  colleges,  and  four-year  colleges  and  universities; 

•  Student  Enrichment:  promoting  special  academic  and  extracurricular 
programs  for  high  school,  undergraduate,  and  graduate  students;  and 

•  Public  Education:  providing  radio,  print,  and  multi-media  programs, 
sponsoring  conferences  and  workshops  through  national  organizations  that 
engage  in  civic  education  both  for  educators  and  the  broader  public. 

Activities  Through  Fiscal  Year  1996 

As  noted  in  Part  EL  above,  the  Institute  is  facing  a  rapidly  growing  demand 
for  programs  in  education  and  training  from  all  of  its  key  audiences.  It 
will  be  able  to  partially  respond  to  this  demand  with  the  additional  funds 
provided  by  Congress  in  fiscal  year  1995.  The  increased  appropriation  has 
allowed  the  Institute  to  expand  its  training  programs  for  practitioners,  to 
establish  a  summer  institute  for  community  college  faculty,  and  to  expand 
the  programs  for  undergraduate  instruction  at  four-year  colleges  and 
universities.  Since  the  Institute  did  not  receive  the  full  amount  it 
requested,  the  additional  funds  will  reduce  its  plans  for  training  for 
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practitioners.  The  Institute  will  defer  expansion  plans  for  the  Peace 
Interns  Program,  National  Peace  Essay  Contest,  the  summer  institutes  for 
high  school  teachers,  and  the  development  of  some  curriculum  materials. 
In  recognition  of  these  budgetary  constraints  and  contrary  to  original 
plans,  the  Institute  has  also  decided  to  forgo  the  inauguration  of  the 
Matsunaga  Scholars  program  for  undergraduates  in  fiscal  year  1995. 
During  fiscal  year  1996,  the  Institute  will  continue  refining  and  improving 
its  education  and  training  programs,  responding  to  requests  by  educators 
and  practitioners  through  seminars,  institutes,  training  programs, 
development  of  curriculum  materials,  and  public  outreach  as  described 
below. 

Practitioner  Training 

Since  the  nature  of  international  affairs  is  changing  and  the  need  for 
different  approaches  to  negotiation  is  growing,  there  is  an  increasing 
demand  for  conflict  resolution  skills  training  for  foreign  affairs 
professionals.  The  need  is  greater  now  at  the  same  time  that  significant 
strides  are  being  made  in  defining  and  advancing  the  field.  Pursuant  to  its 
charter,  the  Institute  has  begun  to  play  a  leading  role  in  this  field, 
nationally  and  internationally.  In  fiscal  years  1993  and  1994,  after  several 
years  of  planning  and  development,  the  Institute  launched  its 
International  Conflict  Resolution  Skills  Training  program  (ICREST). 

The  Institute  developed  the  first  ICREST  seminar  in  close  coordination 
with  the  Department  of  State  and  conducted  the  program  in  March  1994. 
This  eight-day  training  program  attracted  professionals  from  the  U.S. 
Department  of  State,  United  States  Information  Agency,  the  Organization 
of  American  States,  the  Organization  of  African  Unity,  and  the  United 
Nations,  among  others.  Senior  representatives  of  the  Royal  Government 
of  Cambodia  also  participated  in  the  seminar. 

The  objectives  of  the  seminar  include  increasing  awareness  of  the  sources 
and  often  predictable  cycles  of  conflict,  expanding  understanding  of  the 
range  of  options  for  preventing,  managing,  and  resolving  disputes  and 
violent  conflicts,  and  providing  opportunities  for  the  practice  of  a  variety 
of  skills  and  techniques.  Resource  personnel  were  drawn  from  the 
diplomat/negotiator,  academic /research,  and  non-governmental  conflict 
resolution  practitioner  communities. 

Participant  evaluations  of  the  ICREST  seminar  have  been  extremely 
positive.  The  Institute  was  subsequently  invited  by  a  number  of 
governments  and  NGOs  to  provide  similar  training  (where  possible,  cost- 
sharing  procedures  were  implemented)  and  responded  in  the  following 
manner: 
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•Held  a  four-day  seminar  in  Phnom  Penh,  Cambodia  in  late  summer  1994  for  officials 
from  the  Cambodian  National  Assembly,  Defense  Ministry,  Interior  Ministry,  and 
Ministry  of  Foreign  Affairs  and  International  Cooperation. 

•Provided  a  shorter  version  of  the  seminar  in  early  August  to  senior  Thai  officials  at 
the  Ministry  of  Foreign  Affairs  in  Bangkok. 

•Held  a  two-day  ICREST  seminar  held  in  September  at  the  Inter- American  Defense 
College  for  military  officers  from  some  15  Latin  American  countries. 

•Conducted  a  four-day  seminar  in  October  for  upper  mid-career  officials  drawn 
primarily  from  the  U.S.  Department  of  State  with  some  representation  from  USIA  and 
USAID.  The  seminar  was  conducted  in  cooperation  with  the  Secretary's  Open  Forum 
and  the  American  Foreign  Service  Association. 

In  1995,  the  Institute  will  continue  to  respond  to  requests  for  these  training 
programs.   Plans  include: 

•  A  four-day  seminar,  requested  by  USIA,  for  U.S.  Information  Service  officers  in 
February,  1995. 

•A  week-long  seminar  in  April  for  senior  foreign  affairs  professionals  drawn  from  the 
U.S.  Departments  of  State  and  Defense,  from  USAID,  the  United  Nations  Departments 
of  Peacekeeping  Operations,  Humanitarian  Affairs  and  Political  Affairs,  and  from 
major  NGOs.  The  seminar,  held  in  cooperation  with  the  U.S.  Army  Peacekeeping 
Institute,  will  focus  on  conflict  prevention,  management,  and  resolution  in  the  context  of 
multilateral  peace-operations. 

•  A  five-day  seminar  in  June,  held  in  cooperation  with  the  Hellenic  Foundation  for 
European  and  Foreign  Policy  for  participants  drawn  from  the  Balkan  region  and 
selected  on  the  basis  of  their  proximity  to  policymaking  processes. 

Other  seminars  are  in  the  planning  stages  for  fiscal  year  1995,  including 
programs  for  the  Organization  of  African  Unity,  the  Royal  Cambodian 
government,  the  Inter-American  Defense  College,  the  U.S.  Department  of 
State,  and  the  U.S.  Department  of  Defense. 

International  negotiations  are  often  made  more  difficult  by  cultural 
differences  among  the  negotiators.  An  important  component  of  the 
Institute's  ICREST  program  is  a  project  on  cross-cultural  negotiations.  The 
purpose  of  this  project  is  to  enhance  national  and  international 
negotiating  skills  by:  (a)  building  a  comparative  database  of  national 
negotiating  behaviors;  (b)  creating  descriptive  models  of  cross-cultural 
negotiating  practice;  and  (c)  developing  a  computer  program  to  increase 
the  utility  of  the  data  for  negotiation  training  and  other  purposes.  The 
database  will  be  publicly  accessible  for  use  by  diplomats  and  other 
government  officials,  NGOs,  members  of  the  business  community,  and 
scholars.  In  1995,  the  Institute  plans  to  design  the  computer  database  and 
to  launch  a  small  set  of  pilot  country/culture  studies. 
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During  fiscal  year  1996,  the  Institute  will  continue  to  refine  the  ICREST 
program.  In  addition  to  offering  the  annual  Washington-based  core 
seminar,  it  plans  to  respond  to  the  accelerating  demand  by  governments 
and  NGOs,  particularly  in  Asia  and  Africa,  for  new  and  follow-on  conflict 
resolution  training  seminars.  The  Institute  has  been  contacted  by  officials 
from  the  UN,  the  OAU  and  the  OAS  about  the  critical  need  for  such 
training.  In  addition,  the  Institute  will  continue  the  cross-cultural 
negotiation  project,  enlarging  the  database  with  more  country  studies. 
This  information  will  be  used  to  develop  materials  for  country-specific 
negotiation  training  modules. 

Teacher  Enrichment 

The  Institute's  teacher  enrichment  programs  grew  out  of  the  recognition 
that  educators  today  are  facing  difficult  circumstances.  Trained  for  the 
most  part  during  the  relative  stability  of  the  Cold  War  era,  they  are  now 
required  to  teach  about  a  world  that  is  disintegrating  into  regional  conflicts 
and  subject  to  apparently  ungovernable  forces.  Looking  at  this  world, 
many  students  are  overcome  with  the  seeming  intractability  of  current 
international  crises.  The  Institute's  programs  are  designed  to  help 
educators  to  convey  to  students  not  only  an  understanding  of  the  causes  of 
these  conflicts,  but  also  the  variety  of  effective  means  available  to  prevent 
or  resolve  them. 

In  addition  to  instruction  in  substantive  issue  areas,  the  summer 
programs  for  educators  provide  opportunities  to  discuss  and  practice 
teaching  strategies  to  help  students  understand  significant  concepts,  think 
critically  about  issues  and  problems,  make  decisions  about  public  policy 
questions,  and  learn  independently.  The  summer  programs  are  designed 
to  develop  a  community  of  educators,  teaching  at  all  educational  levels, 
who  can  share  professional  expertise,  provide  mutual  support  and  serve 
as  a  continuing  source  of  ideas  and  feedback  for  the  Institute. 

The  advantages  of  holding  Institute-managed  summer  programs  for  these 
audiences  are  that  they:  (1)  draw  upon  Institute  fellows  and  staff  as 
resource  people  as  well  as  calling  upon  experts  in  the  Washington,  D.C. 
policy  community,  which  includes  think  tanks,  government  agencies, 
universities,  and  non-government  organizations;  (2)  give  faculty  an 
opportunity  in  a  non-teaching  environment  to  interact  with  one  another 
and  with  experts  who  are  practitioners  and  researchers;  (3)  access  resources 
from  such  government  institutions  as  the  Library  of  Congress  and  from 
nonprofit  organizations  whose  purpose  is  to  provide  information  and 
materials  on  various  topics  relating  to  peace  and  international  conflict 
resolution;  (4)  provide  exposure  and  interaction  with  policymakers,  both 
elected  and  appointed,  at  various  government  agencies  and  institutions; 
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and  (5)  give  faculty  time  to  reflect  upon  what  they  are  learning  and  to 
incorporate  it  into  their  objectives  as  educators. 

In  fiscal  year  1994,  the  Institute  conducted  its  third  annual  summer 
institute  for  high  school  teachers.  These  summer  programs  allow  the 
Institute  to  reach  a  wide  variety  of  students.  Each  summer  institute 
participant  teaches  an  average  of  200  students  per  year,  which  means  that 
over  the  three-year  period  approximately  36,000  students  have  benefited 
from  the  Institute's  programs.  Extrapolating  from  these  figures  forward 
over  the  next  five  years,  over  200,000  high  school  students  from  school 
districts  around  the  country  will  gain  a  more  complete  understanding  of 
conflict  and  peacemaking. 

The  seminar  for  college  and  university  faculty,  held  for  the  first  time  in 
fiscal  year  1994,  has  already  had  a  significant  return  in  the  form  of  courses 
planned  or  designed.  The  faculty  seminar  participants  teach 
approximately  100  students  a  year,  which  means  that  2,500  undergraduates 
are  benefiting  from  Institute  programs.  Looking  forward  over  the  next 
five  years,  these  faculty  seminar  participants  will  teach  more  than  50,000 
college  students.  Many  of  these  students  will  find  this  exposure  directly 
relevant  to  their  career  choices  in  the  areas  of  law,  international  business, 
international  affairs,  and  policy-making.  Other  student  will  pursue 
careers,  for  example  in  engineering  and  environmental  science,  which 
may  put  them  into  situations  of  conflict.  Their  exposure  to  the  theory  and 
practice  of  conflict  resolution  may  be  equally  relevant  to  such  lines  of 
work. 

In  fiscal  year  1995,  the  Institute  will  add  a  third  teacher  enrichment 
seminar  for  community  college  instructors  with  heightened  attention  to 
pedagogical  issues  unique  to  the  instruction  of  the  highly  heterogeneous 
student  population  now  matriculating  in  community  colleges.  These 
institutes  and  seminars  will  continue  in  fiscal  year  1996. 

Other  initiatives  for  teacher  enrichment  include  developing  curriculum 
materials  for  the  undergraduate  classroom.  The  dissemination  of  these 
materials  will  enable  the  Institute  to  reach  a  wide  range  of  educators 
interested  in  issues  of  international  peace  and  conflict  resolution.  In 
addition,  teaching  resources  generated  by  other  Institute  programs  will  be 
organized,  refined,  and  packaged  for  broader  dissemination. 

Student  Enrichment 

The  Institute's  principal  student  enrichment  activities  have  been  the 
National  Peace  Essay  Contest  and  the  Summer  Internship  Program.  In 
fiscal  years  1995  and  1996  the  Institute  will  continue  these  two  highly 
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successful  programs  and  will  disseminate  additional  curriculum  resources 
for  classroom  use. 

National  Peace  Essay  Contest 

The  National  Peace  Essay  Contest  continues  to  generate  enthusiasm  and 
increased  participation  among  high  school  students  and  their  teachers. 
The  1993-1994  school  year  produced  essays  from  more  than  7000  students 
representing  49  states  plus  the  District  of  Columbia,  U.S.  territories,  and 
American  schools  overseas.  These  students  examined  whether  the  United 
Nations  should  be  involved  in  conflict  resolution  and  humanitarian 
efforts  within  sovereign  nations.  As  in  previous  years,  first-place  state 
winners  traveled  to  Washington,  DC  for  a  five-day  program  that  in  1994 
featured  a  simulation  of  a  UN  humanitarian  mission  in  Somalia.  The 
program  also  included  meetings  at  the  U.S.  Department  of  State,  and  on 
Capitol  Hill,  where  students  were  greeted  by  legislators  and  heard  briefings 
by  House  and  Senate  foreign  affairs  specialists.  Briefings  were  also 
provided  by  humanitarian  aid  and  Pentagon  officials. 

In  1994,  the  Institute  developed  a  curriculum  unit  to  help  integrate  the 
National  Peace  Essay  contest  into  existing  secondary  school  curriculum. 
Entitled  Managing  World  Conflict,  the  resource  unit  provides:  (a)  basic 
information  about  the  origins,  nature,  and  processes  of  peace  and  war;  (b) 
lively,  interactive  exercises  to  engage  students  through  simulations  in 
negotiations  and  decision-making  on  international  issues;  and  (c)  practice 
in  developing  analytical  skills  and  articulation  of  views  in  well- 
constructed  essays.  Since  November,  1994,  teachers  have  ordered  over 
2200  copies  of  this  unit,  which  means  we  estimate  that  well  over  75,000 
students  may  be  using  the  materials  today. 

Peace  Interns 

The  Institute's  internship  program  for  undergraduates  and  graduate 
students  continues  to  grow  in  popularity.  Peace  Interns  work  with 
various  programs  on  discrete  research  projects:  on  program  development, 
implementation,  and  evaluation;  and  on  special  events  such  as 
conferences,  workshops,  and  study-group  meetings.  The  intent  of  this 
program  is  to  give  students  exposure  to  the  Institute,  to  the  issues  and 
individuals  involved  in  the  international  peace  and  conflict  resolution 
field,  and  to  the  Washington  policy-making  community.  It  is  also  to 
broaden  the  Institute's  outreach  to  college  and  university  students  and  to 
contribute  to  the  development  of  the  next  generation  of  scholars  and 
practitioners  in  international  conflict  management.  The  Institute  will 
support  three  summer  Peace  Interns  in  each  of  fiscal  years  1995  and  1996. 
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Public  EctotiQn 


The  Institute  continues  to  be  active  in  public  education  through  its  many 
workshops,  conferences,  and  symposia  on  international  conflict  and 
conflict  resolution.  In  fiscal  year  1994,  it  also  co-sponsored  with  the 
Smithsonian  Institution's  Campus-on-the-Mall  an  eight-part  program  on 
international  conflict  and  the  search  for  peace.  The  program  was  designed 
for  an  informed  general  public. 

In  fiscal  year  1995,  the  Institute  will  launch  a  radio  outreach  program. 
This  will  include  a  series  of  radio  "satellite  tours,"  in  which  Institute 
experts  and  others  will  be  interviewed  by  radio  program  hosts  around  the 
country  on  current  international  peace  issues.  The  interviews  will  be 
conducted  from  a  studio  in  Washington  and  transmitted  via  satellite  to 
participating  stations.  During  the  summer  of  1994,  the  Institute's  first  two 
satellite  tours  focused  on  unfolding  events  in  South  Africa  and  the 
Caucasus  and  a  third  program  covered  Chechnya. 
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GRANT  PROGRAM 

(in  thousands  of  dollars) 
By  Activity 


1994 
Actual 


1995 
Estimate 


1996  Net  Change 
Estimate '95-'96 


TOTAL 


3543 


3427 


3386 


-41 


By  Object  Classification 


1994  1995 

Actual  Estimate 

FTEAmount        FTEAmount 


1996  Net  Change 

Estimate  '95-'96 

FTE    Amount      FTEAmount 


Personnel 
Full  Time 
Other 


4.30 
0.45 


223 
7 


4.88 
0.07 


260 
10 


4.75 
0.07 


276   -0.13 
10     — 


16 


Benefits 
Total 


£75 


55 
285 


4.95 


60 
330 


68 
354 


-0.13 


+8 
+24 


Travel 

Invitational 

Staff 

Total 


22 
10 
_22 


24 
10 
31 


24 

10 

_24 


Office  Rent 


44 


42 


42 


Postage 
Printing 
Other  Services 
Supplies 
Furn.  &  Equip. 


Grants 

Total  Other 

3109 
3226 

2958 
3063 

2900 
2998 

^52 
-65 

TOTAL 

4.75 

3543 

4.95       3427 

4.82 

3386 

-0.13 

-41 
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GRANT  PROGRAM 

Program  Overview 

The  Grant  Program  supports  research,  education,  training,  and  dissemination  of  information 
through  financial  support  to  nonprofit  organizations  (including  private  colleges  and 
universities),  official  public  institutions,  and  individuals.  The  program  serves  all  of  the 
Institute's  basic  purposes — research  to  expand  society's  knowledge,  specialized  support  and 
training  for  the  work  of  diplomats  and  other  professionals,  enrichment  of  curricula  at  both 
university  and  high  school  levels,  and  better  informing  the  public  at  large.  It  was  the  first 
Institute  program  launched  and  continues  as  the  largest.  Using  both  unsolicited  and 
solicited  grants,  it  covers  the  widest  range  of  subject  matter  and  contributes  to  expanding  the 
Institute's  network  of  institutional  relationships  with  universities  and  other  academic, 
research,  educational,  and  library  organizations  throughout  the  United  States  and  abroad. 


Activities  Through  Fiscal  Year  1996 


GRANT  PROGRAM  AWARDS 

Obligations  and  Commitments 

FY  1993-FY  1996* 

($000's) 


FY  1993 
Actual 

FV  1994 
Actua 

FY  1995" 
Estimate 

FY  1996 

Estimate 

Category 

Uns. 

Sol. 

Total 

Uns. 

SoL 

Total 

Uns. 

Sol.       Tom] 

Uns 

Sol 

Total 

Research  &  Studies 
Unsolicited 
Solicited 
Subtotal 

Education  &  Training 
Unsolicited 
Solicited 
Subtotal 

Library  &  Information 
Services 

Unsolicited 

Solicited 

Subtotal 

1480 
1480 

587 
587 

48 
48 

383 
383 

460 
460 

1480 
383 
1863 

587 

460 
1047 

48 
48 

1585 
1585 

629 
629 

110 
110 

624 
624 

50 
50 

111 
111 

1585 
624 
2209 

629 
50 
679 

110 
111 

221 

1343 
1343 

578 
578 

37 

37 

—  1343 
600      600 
600     1943 

—  578 
400      400 
400      978 

—  37 
37 

1281 
1281 

582 
582 

37 
37 

600 
600 

400 
400 

1281 
600 
1881 

582 
400 
982 

37 
37 

TOTAL 

2115 

843 

2958 

2324 

785 

3109 

1958 

1000    2958 

1900 

1000 

2900 

•Does  not  include  staff  and  related  costs  of  program  operation. 

"Figures  for  each  fiscal  year  include  amounts  committed  in  the  previous  year  as  follows: 
TY  1993  -  5135,00(5;  FY  1994  -  $214,000;  FY  1995  -  $90,000 
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Numbers  and  Amounts  of  Grants 

From  the  beginning  of  the  Grant  Program  in  1986  through  fiscal  year  1994, 
the  Institute  received  a  total  of  3,394  applications  for  total  funding 
requested  of  over  $192,000,000.  During  this  period,  it  approved  697  grant 
awards  (solicited  and  unsolicited)  for  a  total  funding  of  approximately 
$20,700,000. 

The  amount  of  grant  awards  in  each  year  has  varied  depending  on  the 
amount  of  funds  available  and  the  number  and  quality  of  applications. 
From  fiscal  year  1988  through  fiscal  year  1991,  except  for  fiscal  year  1989, 
the  level  of  total  grant  stipends  averaged  about  $2,200,000.  In  fiscal  year 
1992,  special  opportunities  and  available  funds  permitted  grant  totals  of 
$3,400,000.  For  the  period  from  fiscal  year  1993  through  fiscal  year  1996,  the 
Institute  expects  to  maintain  the  annual  level  of  grant  stipends  for  its 
regular  programs  within  an  average  range  of  $2,900,000  to  $3,100,000. 

Unsolicited  Grants 

The  Institute  holds  two  unsolicited  grant  competitions  each  year,  open  to 
applications  relating  to  any  of  the  Institute's  priority  interests.  For  the 
spring  1994  competition  225  applications  were  received.  These  applications 
were  reviewed  by  staff  and  by  five  panels  of  external  reviewers  (23 
panelists  in  all),  with  the  final  decisions  being  made  by  the  Institute's 
Board. 

Over  recent  years,  as  the  number  of  high  quality  applications  has  increased 
but  funds  available  for  grants  have  remained  about  the  same,  the  ratio  of 
successful  proposals  to  total  applications  has  declined.  The  ratio  has 
dropped  from  18  to  20  percent  three  years  ago  to  11  percent  for  the  1994 
spring  competition. 

Solicited  Grants 

In  1988  the  Institute  inaugurated  a  Solicited  Grants  component  to  its  Grant 
Program  that  allows  it  to  define  more  sharply  in  advance  a  portion  of  the 
grant-funded  work  to  be  supported.  To  date,  seven  such  competitions 
have  been  held  on  topics  as  follows: 

Fiscal  year  1988  --  five  topics:  (1)  The  Role  of  Deterrence  in  Avoiding  War;  (2) 
Comparative  Study  of  Armed  Conflicts'  in  the  Third  World;  (3)  Teaching  Public 
Understanding  of  the  Geneva  Conventions;  (4)  The  Relationship  Between  Different 
Types  of  Domestic  Regimes  and  the  Aggressive  Use  of  Force  Internationally;  and  (5) 
Religion,  Peace,  and  War. 

Fiscal  year  1989  ~  one  topic:  Mitigation  or  Resolution  of  Regional  Conflict:  Lessons  for 
Negotiators  and  Policymakers.   Applicants  submitted  proposals  for  projects  applying 
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the  case-study  approach  to  examine  events-primarily  in  the  post-World  War  II 
period-that  provided  insights  for  the  mitigation  or  resolution  of  contemporary  or 
future  international  conflicts,  as  well  as  lessons  on  pitfalls  to  be  avoided  by  future 
negotiators  and  policymakers. 

Fiscal  year  1990  -  two  topics:  Prospects  for  Peace  in  Central  and  Eastern  Europe;  and  (2) 
War,  Peace,  and  Conflict  Resolution  in  Latin  America  and  the  Caribbean.  Proposals  on 
Eastern  and  Central  Europe  examined  the  implications  for  peace  and  security  of 
political  and  economic  changes  sweeping  through  the  region  (Poland,  the  former  East 
Germany,  Czechoslovakia,  Hungary,  Yugoslavia,  Romania,  Bulgaria,  and  Albania). 
Proposals  on  Latin  America  and  the  Caribbean  addressed  the  problems  threatening 
advances  made  in  democratic  governance  during  the  last  decade  and  undermining  longer 
term  peace  and  stability  in  the  region.  Topics  of  special  interest  included:  (a)  civil- 
military  relations;  (b)  drug  trafficking  and  narco-terrorism;  (c)  administration  of  justice 
and  the  rule  of  law;  and  (d)  international  political  economy  and  regional  security. 

Fiscal  year  1991  --  two  topics:  (1)  Conflict  Resolution  in  Latin  America;  (2)  education 
materials  and  training  programs  for  secondary  school  teachers  in  international  peace, 
conflict  resolution,  human  rights  and  security  studies. 

Fiscal  year  1992  -  three  topics:  (1)  the  Middle  East;  (2)  arms  control;  and  (3)  ethnicity 
and  conflict 

•Proposals  on  the  Middle  East  addressed  (a)  the  likely  future  course  of 
political /social  dynamics  in  the  Arab  world  and  in  major  Arab  countries;  (b)  ways 
to  enhance  prospects  for  a  peaceful  settlement  of  the  Arab-Israeli  conflict;  (c) 
potential  and  prospects  for  increased  Turkish  influence  in  Middle  East  political  and 
economic  affairs,  including  Arab-Israeli  relations;  and  (d)  long-range  security 
requirements  in  the  Persian  Gulf  region,  including  the  roles  of  Iran,  Saudi  Arabia, 
and  other  regional  actors. 

•  On  arms  control,  proposals  examined  (a)  export  control  administration  and 
supplier  cooperation  in  limiting  weapons  proliferation;  (b)  regional  arms  control; 
and  (c)  international  arms  control. 

•Projects  on  ethnicity  and  conflict  investigated  (a)  recurrent  sources  and  patterns  of 
violent  ethnic  conflict  and  effective  steps  that  may  be  taken  to  ameliorate  such 
conflict;  (b)  the  theoretical  and  practical  meaning  of  self-determination;  and  (c) 
alternative  legal  approaches  and  systems  of  governance. 

Fiscal  year  1993  -  three  topics: 

•Africa:  (a)  the  relationship  between  democratization  and  peacebuilding;  (b)  the 
role  of  regional  institutions  in  maintaining  peace;  and  (c)  civil-military  relations. 

•  Middle  East:  (a)  the  regional  impact  of  Kurdish  political  and  political-military 
activities  within  and  between  Iraq,  Turkey,  Syria,  and  Iran;  (b)  Iranian  and 
Turkish  involvement  in  the  Armenia-Azerbaijan  confrontation  and  their 
competition  for  influence  in  Central  Asia;  and  (c)  the  effect  of  Iranian-Syrian 
relationships  upon  Israeli- Arab  relations  and  the  peace  process. 

•Conflict  Resolution  Training:  (a)  "track  two"  or  other  efforts  in  informal 
diplomacy  and  dispute  resolution;  (b)  training  in  conflict  management  and 
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resolution  techniques;  and  (c)  the  development  of  indigenous  institutional 
capabilities  to  carry  out  such  skills  training. 

Fiscal  year  1994  --  three  topics: 

(1)  Early  Warning  and  Preventive  Diplomacy;  (2)  Peace  and  Security  in  East  and 
Southeast  Asia;  and  (3)  Public  Library  Reading  and  Discussion  Programs. 

•The  first  solicitation  sought  to  answer  such  questions  as:  (a)  What  are  the  early 
warning  signs  of  violent  and  escalating  conflict  that  may  result  in  intervention  by 
the  international  community?  (b)  How  can  sustained  attention  to  particular  crises 
be  generated  by  governments,  regional  organizations,  or  the  United  Nations  to 
emphasize  that  preventive  or  early  action  is  less  costly  than  military 
intervention?  (c)  What  forms  of  intervention  are  available  for  early  action  to 
address  a  specific  crisis  and  prevent  further  deterioration? 

•The  second  solicitation  concentrated  on  such  issues  as  arms  control  and  threat 
reduction  in  East  Asia;  the  role  of  regional  institutions  such  as  ASEAN  in 
maintaining  peace;  approaches  to  peacefully  resolving  the  dispute  between  Japan 
and  Russia  over  the  four  Kurile  Islands  and  China's  claim  to  the  Senkaku  and 
Spratly  Islands  and  other  areas  under  dispute  in  the  East  and  South  China  Seas; 
and  the  relationship  between  democratization,  economic  development,  and  social 
conflict  in  the  region. 

•  The  library  solicitation  invited  proposals  for  programming  in  public  libraries 
that  bring  together  scholars  and  adult  lay  audiences  to  focus  on  the  problems  of 
•  managing  international  conflict  through  peaceful  means  in  order  to  build  greater 
citizen  understanding  of  the  complexities  of  peacemaking  and  peacebuilding. 

For  fiscal  year  1995  the  solicited  competition  has  invited  proposals  on  (1) 
international  intervention  strategies  and  (2)  negotiation  research  and 
training. 

•International  Intervention  Strategies:  Research  under  the  first  solicitation  may 
assess  economic,  political,  and  military  intervention  at  various  stages  of  conflict 
development  to  prevent,  contain,  manage,  and  end  internal  strife.  What  criteria 
should  be  used  for  international  intervention?  What  kind  of  intervention  should  be 
pursued,  under  what  circumstances?  Who  should  carry  out  the  intervention? 
Support  will  also  be  provided  for  pilot  projects  organized  by  non-governmental 
organizations  to  provide  early  warning  of  impending  conflicts;  to  introduce 
preventive  actions  in  order  to  reduce  the  likelihood  of  conflicts  becoming  violent; 
and  to  seek  to  resolve  conflicts  by  working  through  unofficial  or  track-two 
diplomacy. 

•Negotiation  Research  and  Training:  Among  the  issues  to  be  considered  under  the 
second  topic  are:  How  can  the  capacities  of  institutions,  multilateral  regimes,  or 
international  organizations  be  strengthened  to  facilitate  negotiated  resolution  of 
conflict,  or  mediation  and  facilitation?  Applicants  are  also  invited  to  propose 
projects  to  develop  new  training  programs  on  international  and  cross-cultural 
negotiation. 
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For  fiscal  1996>  the  Institute  will  select  a  new  set  of  topics  for  the  solicited 
grant  competition.  Among  the  topics  under  consideration  for  selection  are 
research  on  the  sources  of  international  and  internal  conflict  in  the 
present  period,  including  ultranationalism,  ethnic  clashes,  religious 
fundamentalism,  population  pressures,  and  political  transitions. 

Grant  Products 

The  products  of  Institute-assisted  research  projects  are  usually  published 
in  book  form  or  in  periodicals.  Institute  grant  projects  have  resulted  in  the 
publication  of  77  books  and  an  additional  93  book-length  manuscripts. 
Forty-eight  (49)  monographs  have  also  been  published,  along  with  135 
articles,  all  relating  to  international  peace  and  security.  Articles  have  been 
published  in  a  wide  range  of  periodicals.  Leading  national  as  well  as 
regional  and  local  newspapers  carry  articles  and  op-ed  pieces  written  by 
grantees,  reporting  the  conclusions  of  their  research.  Such  specialized 
professional  journals  as  Asian  Survey,  Turkish  Review  of  Middle  East 
Studies,  Conflict  Studies,  and  Terrorism  and  Political  Violence  have 
published  articles  by  Institute  grantees  based  upon  their  Institute  projects, 
as  well  as  more  mainstream  academic  journals  like  World  Politics,  The 
Journal  of  Conflict  Resolution  ,  and  The  American  Political  Science 
Review.  More  popular  periodicals  like  Atlantic  Monthly,  Commentary, 
Foreign  Affairs,  and  Foreign  Policy  have  also  carried  the  products  of 
Institute  research.  Grantees  have  given  testimony  before  committees  of 
Congress  and  have  appeared  on  many  radio  and  television  programs, 
including  Voice  of  America. 

Institute-funded  education  projects  have  produced  videos  and  study 
guides,  simulations,  and  other  curriculum  materials  for  classroom 
enrichment.  Additionally,  seminars  and  workshops  for  teachers,  training 
programs  for  practitioners,  and  radio,  television,  and  lecture  programs  for 
the  general  public  have  also  been  produced  with  Institute  grants.  Grants 
have  also  resulted  in  the  development  of  databases  on  such  topics  as  peace 
research  and  international  human  rights,  available  to  academics  and 
activists  around  the  world.  Resource  guides  (e.g.,  to  peace  research  in 
Western  Europe,  to  foundations  active  in  peace,  security,  and 
international  relations,  and  to  non-governmental  organizations  in  peace, 
security,  and  world  affairs)  have  also  been  published,  and  library  holdings 
which  serve  as  national  resources  have  also  been  augmented.  Local 
libraries  have  been  assisted  in  reaching  out  to  wider  publics  to  stimulate 
discussions  relating  to  peace  and  security. 
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JENNINGS  RANDOLPH  FELLOWSHIP  PROGRAM 

(in  thousands  of  dollars) 

By  Activity 


1994 
Actual 

1995 
Estimate 

1996  Net  Change 
Estimate            '95-'96 

TOTAL 

1742 

1801 

1694 

-107 

By  Object  Classification 

1994 

Actual 

FTE  Amount 

1995 
Estimate 
FTE  Amount 

1996 

Estimate 

FTE    Amount 

Net  Change 
'95-'96 
FTEAmount 

Personnel 
Full  Time 
Other 

4.33 
0.29 

223 
11 

4.00 
0.03 

210 
2 

4.00 
0.03 

218 
2 

-—         +8 

Benefits 
Total 

4.62 

56 
290 

4.03 

70 
282 

4.03 

60 
280 

-10 
__           -2 

Travel 

Invitational 

Board 

Staff 

Fellows 

Total 

35 
1 

53 
_89 

53 
2 
6 

76 
J3Z 

40 

2 

8 

41 

31 

-13 

+2 
-35 
j4&. 

Rent 

143 

147 

147 

— 

Other  Rent 

1 

— 

— 

— 

Postage 
Printing 
Other  Services 

9 

45 
258 

7 

61 

291 

7 

74 

267 

+13 

-24 

Supplies 
Furn.  &  Equip. 
Fellowships  (stipends) 

4 

30 

873 

4 
872 

4 
824 

:48 

Total  Other 

1363 

1382 

1323 

-59 

TOTAL 

4.62 

1742 

4.03 

1801 

4.03 

1694 

—       -107 
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JENNINGS  RANDOLPH  FELLOWSHIP  PROGRAM 

Program  Overview 

The  Jennings  Randolph  Fellowship  Program  provides  fellowships  and  other  forms  of 
support  to  enable  outstanding  scholars,  diplomats,  journalists,  and  other  professionals  to 
conduct  research  and  education  projects  focused  on  the  nature  of  international  conflict  and 
methods  for  achieving  peace.  Awards  are  made  in  the  following  categories: 

•  Fellows  are  professionals  at  senior,  mid-career,  or  early  career  stages  who 
show  extraordinary  accomplishments  or  promise  of  future  leadership  as 
scholars  and  practitioners  in  the  field  of  conflict  resolution  and  international 
peace.  Fellows  generally  work  in  residence  at  the  Institute  for  up  to  a  year. 
Approximately  half  of  the  fellows  are  Americans;  the  others  have  come  from 
over  20  countries.  This  year  the  Institute  established  a  new  category  of 
Executive  Fellows  who  will  serve  for  approximately  one  year  in  an  executive 
branch  agency  of  the  U.S.  government  and  then  spend  up  to  one  year  in  residence 
at  the  Institute. 

•  Peace  Scholars  are  outstanding  doctoral  students  in  American  universities 
conducting  dissertation  research  that  advances  the  state  of  knowledge  about 
international  peace  and  conflict  management.  Peace  Scholars  are  based  at 
their  universities  or  in  appropriate  field  research  sites. 

•Guest  Scholars  (another  category  established  in  the  past  year)  conduct 
research  and  writing  in  residence  at  the  Institute  with  primary  support  from 
outside  funding. 

Recipients  of  fellowships  and  Peace  Scholar  awards  are  selected  through  two  annual, 
widely  publicized  competitions,  for  which  the  selection  process  begins  each  October  and 
ends  the  following  May;  and,  in  the  case  of  fellows  whose  projects  are  of  special  interest  to 
the  Institute,  through  recruitment  conducted  throughout  the  year.  The  awards  are  highly 
competitive.  In  the  1995-96  competitions,  165  applications  were  received  for  the  13 
budgeted  resident  fellow  awards,  and  225  students  applied  for  the  10  budgeted  Peace 
Scholar  awards. 

Activities  Through  Fiscal  Year  1996 

NUMBER  OF  FELLOWSHIP  AWARDS 
FY  1987-FY  1996  


FV 
1987 

FY 
1988 

FY 
1989 

FY 

1990 

FY 
1991 

FY 
1992 

FY 

1993 

FY 

1994 

Total 

to 

date 

FY 

1995 
Est. 

FY 

1996 
Est. 

Fellows* 

8 

11 

10 

11 

13 

16 

14 

14 

97 

13 

13 

Peace  Scholars 

10 

12 

9 

10 

8 

12 

10 

71 

10 

10 

Guest  Scholars 

2 

2 

2 

2 

TOTAL 

8 

21 

22 

20 

23 

24 

26 

26 

170 

25 

25 

"includes  part-year  fellows,  typically  one  or  two 

per  year 

;  also  includes  Execut 

lve  Fell 

)WS 
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Summary  Numbers  of  Fellows 


The  Institute  initiated  the  Jennings  Randolph  fellowship  program  in  fiscal 
year  1987  with  the  appointment  of  eight  Fellows.  Through  fiscal  year  1994, 
the  Institute  had  appointed  a  total  of  97  Fellows  and  71  Peace  Scholars,  for 
a  total  of  168  fellowship  recipients.  In  the  competition  for  1994-95,  the 
ratio  of  Resident  Fellow  applicants  to  recipients  was  approximately  12:1. 
The  comparable  ratio  for  Peace  Scholar  applicants  was  approximately  21:1. 
In  the  most  recent  (1995-96)  competitions  for  Resident  Fellowship  and 
Peace  Scholar  awards,  the  Institute  received  390  applications,  the  highest 
total  in  the  history  of  the  program.  The  Institute  appointed  two  Guest 
Scholars  and  one  Executive  Fellow  in  1994. 

The  Institute's  current  plans  for  fiscal  years  1995  and  1996  include  13 
Resident  Fellows  (including  up  to  four  part-year  Visiting  Fellows  and  one 
Executive  Fellow),  10  Peace  Scholars,  two  Guest  Scholars  for  each  year. 

Program  Mission 

The  Jennings  Randolph  fellowship  program  contributes  to  the  Institute's 
work  in  building  a  worldwide  network  of  international  affairs  experts 
conversant  with  the  best  contemporary  work  on  world  issues  who  can 
contribute  to  resolving  the  daunting  problems  of  the  Post-Cold  War 
world. 

The  Fellows  program  allows  skilled  practitioners,  seasoned  analysts  and 
renowned  academics  from  the  U.S.  and  abroad  to  offer  policy  relevant 
insight  into  conflict  resolution  to  policymakers  and  the  public.  By 
exposing  fellows  to  a  highly  stimulating  collegial  environment,  the 
program  increases  their  ability  to  better  contribute  to  the  understanding 
and  management  of  world  problems. 

Awards  for  doctoral  students  at  the  dissertation  stage  carry  out  this 
mission  of  training  for  a  highly  select  group  of  outstanding  Peace  Scholars 
who  are  working  on  topics  of  salience  to  the  policy  community.  Peace 
Scholar  awards  support  the  next  generation  of  scholarship  on  conflict 
resolution  and  peace  by  funding  doctoral  dissertation  research  and  writing 
by  outstanding  students  enrolled  in  recognized  programs  in  American 
universities. 

As  we  confront  the  disorder  of  the  world  scene,  the  development  of  a  new 
generation  of  "wise  persons"  --  of  various  professional  backgrounds, 
nationalities  and  stages  of  career  -  is  crucial  to  our  understanding  and 
successful  management  of  international  affairs  today. 
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Fellows'  Products  and  Impute 


The  Jennings  Randolph  program  supports  projects  that  pinpoint  emerging 
problems  threatening  national  security;  draw  lessons  from  successful 
models  that  can  be  applied  elsewhere;  spell  out  the  lessons  of  failed 
policies;  and  define  ways  of  improving  policymaking  and  negotiation. 

•  As  far  back  as  1989,  the  Institute  identified  ethnic  conflict  as  one  of  the  chief  problems  of 
the  post-Cold  War  era.  The  program  supported  Ted  Gurr's  research  through  a  fellowship, 
which  resulted  in  his  book  Minorities  at  Risk,  published  in  1993.  A  landmark  study,  Gurr's 
book  will  be  a  basic  reference  work  for  years  to  come  on  the  dynamics  of  ethnic  conflicts. 

•  To  gauge  the  actual  and  potential  threat  represented  by  political  Islam,  the  Institute 
commissioned  Joyce  Davis,  foreign  news  editor  at  NPR,  to  study  the  politics  of  Islamist 
leaders  throughout  the  Moslem  world.  The  book  resulting  from  her  fellowship  will  be 
based  on  interviews  with  prominent  religious  figures,  intellectuals  and  political  leaders  in 
Africa,  the  Middle  East,  South  and  Southeast  Asia. 

•  The  Institute  has  contributed  significantly  to  deepening  the  insights  of  the  policy 
community  on  Russia  and  the  threat  posed  by  resurgent  Russian  nationalism.  A  fellowship 
awarded  to  Peter  Reddaway,  one  of  the  West's  most  respected  analysts  of  Soviet  and  post- 
Soviet  affairs  will  result  in  a  book  to  be  published  by  the  Institute.  An  Institute  conference 
in  1993  on  the  emerging  framework  of  Russian  foreign  policy  led  to  a  book  published  by  the 
Institute  and  edited  by  Institute  fellow  Leon  Aron  and  Kenneth  Jensen.  The  chapters 
comprise  the  first  comprehensive  examination  by  Western  and  Russian  analysts  of  the  new 
Russia's  foreign  policy. 

•  The  Institute  has  been  actively  engaged  in  tapping  the  experience  of  participants  in  the 
South  African  conflict  for  the  benefit  of  those  working  to  resolve  ethnic  conflicts  elsewhere. 

—On  the  eve  of  the  elections  last  year,  the  Institute  supported  a  fellowship 
residency  for  Peter  Gastrow,  then  a  member  of  the  South  African  Parliament  and  one  of  the 
leading  political  figures  promoting  a  process  of  dialogue  the  minority  government  and 
groups  excluded  from  the  political  process,  to  write  a  report  on  the  development  of  a 
"negotiation  culture"  in  South  Africa,  explaining  why  influential  segments  of  the  white 
community  supported  the  end  of  apartheid  and  the  restructuring  the  political  system  that 
resulted  in  the  election  of  Nelson  Mandela.  The  book,  Bargaining  for  Peace,,  will  be 
published  by  the  Institute  in  March  1995. 

-Hendrick  van  der  Merwe,  one  of  the  founders  of  the  conflict  resolution 
movement  in  South  Africa  and  an  important  early  intermediary  between  Mandela  and  De 
Klerk,  and  Susan  Collin  Marks,  who  worked  for  many  years  as  a  conflict  resolutionist  to 
reduce  the  level  of  conflict  among  competing  groups  in  South  Africa,  are  fellows  whose 
insights  into  resolving  ethnic  conflicts  will  be  disseminated  by  the  Institute. 

-Peace  Fellow  Pierre  Du  Toit,  a  South  African  political  scientist  of 
Afrikaaner  descent,  examined  one  of  the  most  surprising  developments  of  the  last  few 
years-the  stabilization  and  emergence  of  democratic  institutions  in  formerly  strife-torn 
southern  Africa.  The  resulting  book  on  democracy  in  South  Africa,  Zimbabwe  and  Botswana 
will  be  published  by  the  Institute  later  this  year.  Du  Toit's  examination  of  the  growth  of 
democracy  in  an  area  wracked  by  conflict  in  recent  times  provides  many  lessons  for  the  rest 
of  the  developing  world. 

--Similarly,  current  Peace  Fellow  Donald  Rothchild,  a  prominent  political 
scientist  at  the  University  of  California,  has  written  extensively  about  ways  to 
accommodate  ethnic  differences  while  fostering  democratic  institutions  and  enhancing 
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stability  in  African  states.  As  an  Institute  fellow  this  year,  Rothchild  is  completing  a 
major  work  summing  up  his  many  years  of  work  in  this  area  and  making  recommendations 
for  American  policy. 

•  How  the  West  won  the  Cold  War:  The  documentary  series  Messengers  from  Moscow, 
shown  on  PBS  this  year,  was  produced  by  Institute  fellow  Eugene  Shirley.  The  series  taps 
secret  Soviet  archives  and  interviews  Communist  officials  to  present  a  vivid  and 
penetrating  account  of  how  the  Cold  War  looked  from  the  other  side.  The  evidence 
produced  in  this  four-hour  series  presents  a  strong  case  for  the  decisive  role  played  by 
Western  leaders  over  forty-five  years  in  containing  the  Communists'  dreams  of  "global 
revolution." 

>  How  the  Arab-Israeli  peace  process  evolved:  Mordechai  Bar-On,  former  member  of  the 
Knesset  and  one  of  the  founders  of  Peace  Now,  was  an  Institute  fellow  in  1992-93.  While 
here  he  began  a  major  work  on  the  history  of  the  Israeli  peace  movement.  Completed  under 
a  subsequent  Institute  grant,  the  resulting  book  will  soon  appear.  Bar-On  provides  the  first 
comprehensive  analysis  the  rise  of  peace  forces  in  Israel  from  fringe  status  to  a  major  player 
in  the  mainstream  of  political  life. 

•  Peacekeeping:  Why  the  UN  mission  in  Somalia  foundered:  A  prominent  Algerian 
diplomat  who  served  as  UN  Special  Representative  to  Somalia  through  most  of  1992, 
Institute  Distinguished  Fellow  Mohamed  Sahnoun,  composed  a  report  on  his  experience 
there  and  the  lessons  to  be  learned  from  the  Somali  tragedy.  The  resulting  book,  Somalia: 
The  Missed  Opportunities,  was  published  by  the  Institute  in  1994.  The  book  pinpoints  the 
short  comings  of  UN  leadership  and  maladministration  and  makes  specific 
recommendations  about  how  to  avoid  such  problems  in  the  future.  Sahnoun's  residency  is  an 
instance  of  the  Institute's  ability  to  tap  the  wisdom  of  world  statesmen  and  disseminate  the 
results  of  their  work  via  the  fellowship  program. 

•  Cross-Cultural  Negotiation:  The  Institute  is  developing  the  theme  of  cross-cultural  study 
of  negotiation  as  a  priority  area  to  enhance  the  ability  of  U.S  diplomats  to  negotiate 
successfully.  A  comprehensive  database  will  be  made  available  to  policy  makers  on 
national,  sub-national  and  supra-national  variants  in  negotiation  patterns.  Raymond 
Cohen's  Negotiating  Across  Cultures,,  published  by  the  Institute  in  1991,  is  an  acclaimed, 
pioneering  study  of  the  ways  national  traditions,  methods  and  styles  influence  the  course  of 
diplomatic  negotiation. 

•  Improving  the  conduct  of  U.S.  foreign  policy:  Before  and  during  the  Gulf  War,  Alexander 
George  ~  one  the  most  eminent  political  scientists  in  the  U.S.  -  played  a  key  role  in 
educating  the  public  and  consulting  informally  with  State  and  NSC  staff  on  "coercive 
diplomacy"  vis-a-vis  Saddam  Hussein.  The  two  books  he  wrote  while  an  Institute  fellow, 
Forceful  Persuasion  and  Bridging  the  Gap,  reflect  his  concern  with  finding  practical  ways  to 
bring  to  the  attention  of  policy  makers  knowledge  produced  outside  the  government.  This 
fellowship  shows  the  Institute's  capacity  to  cut  through  regular  bureaucratic  channels  and 
bring  U.S.  policymakers  in  real  time  the  insights  of  the  most  advanced  scholarship  on  the 
formulation  and  execution  of  foreign  policy. 

•  Preventive  Diplomacy:  James  E.  Goodby,  longtime  nuclear  arms  negotiator  for  the  State 
department  and  recent  recipient  of  a  Heinz  Family  Foundation  Award  for  lifetime 
achievement  (honoring  the  memory  of  Senator  Heinz),  was  a  Distinguished  Fellow  at  the 
Institute,  where  he  completed  a  soon-to-be-published  book  on  U.S.  policy  toward  Europe  in 
the  Post-Cold  War  era.  Goodby's  fellowship  is  an  instance  of  the  Institute's  ability  to  bring 
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the  wisdom  of  senior  American  diplomats  to  bear  on  today's  most  pressing  international 
issues. 

Peace  Scholars 

Since  its  inception  in  1988,  the  Peace  Scholar  program  of  doctoral 
dissertation  fellowships  has  achieved  a  national  reputation  as  a  premier 
funding  source  for  projects  on  peace  and  conflict  issues.  Since  1988,  71 
Peace  Scholars  have  been  funded  from  35  U.S.  universities  in  20  states. 
They  have  been  drawn  from  many  disciplines,  including  anthropology, 
economics,  geography,  history,  law,  political  science,  psychology,  sociology, 
and  urban  studies.  Peace  Scholars  conduct  their  research  at  their 
universities  or  appropriate  field  sites. 

At  a  time  that  many  private  foundations  are  giving  funding  priority  to 
domestic  issues  and  United  States  Government-funded  scholarship 
opportunities  for  graduate  study  in  international  affairs  are  shrinking,  the 
Institute's  Peace  Scholar  program  for  doctoral  candidates  is  supporting  the 
preparation  of  young  specialists  whose  expertise  will  be  tapped  throughout 
the  first  half  of  the  twenty-first  century.  The  program  is  highly 
competitive,  with  an  application-to-award  ratio  of  over  20:1  in  recent 
years.  As  only  students  at  U.S.  universities  are  eligible,  the  Peace  Scholar 
program  contributes  to  maintaining  an  important  national  resource,  the 
preeminence  of  American  research  universities  as  leading  centers  of 
knowledge  on  world  affairs. 
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Research  and  Studies  Program 
and  Special  programs 

(in  thousands  of  dollars) 
By  Activity 


Change 

1994 
Actual 

Est 

1995           1996 
imate  Estimate 

Net 

'95-'96 

TOTAL 

877 

1000 

-223 
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Estimate 
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Other 
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0.05 
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6 
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0.07 
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10 
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0.07 
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10 

+0.61 
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1 

— 

— 

__ 

Postage 

10 

12 

12 

— 

Printing 

23 

107 

58 

-49 

Other  Services 

95 
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= 
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7.16 
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Special  Middle  east  Program 

(in  thousands  of  dollars) 
By  Activity 


1994 
Actual 


1995 
Estimate 


1996  Net  Change 
Estimate '95-'96 


TOTAL 


281 


By  Object  Classification 


1994  1995 

Actual  Estimate 
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1996  Net  Change 

Estimate  '95-96 

FTE    Amount      FTE  Amount 


Full  Time 
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0.64 
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RESEARCH  AND  STUDIES  PROGRAM 
AND  SPECIAL  PROGRAMS 

Program  Overview 

For  fiscal  years  1995  and  1996,  the  Research  and  Studies  Program  and  Special  Programs 
include  in-house  research  and  meeting  convening  capabilities.  These  activities  are 
organized  around  the  themes  governing  Institute  work:  sources  of  conflict  and  intervention 
strategies.  These  programs  proceed  from  the  creation  and  design  of  projects  to  supervision  of 
their  implementation  with  the  assistance  of  expert  consultants  and /or  contract  researchers. 
Projects  are  generally  designated  as  working  groups,  study  groups,  conferences,  or  meetings, 
each  varying  by  size,  frequency  of  meetings,  and  length.  Occasionally,  a  project  will  take 
the  form  of  a  commissioned  paper  or  other  piece  of  research.  Most  activities  above  are 
designed  to  produce  Institute  publications,  which  can  vary  from  four-  to  twenty-page 
reports  to  substantial  books.  Plans  for  particular  activities  may  be  modified  as  necessary  to 
enable  the  Institute  to  deal  with  new  circumstances  in  international  relations. 

Activities  Through  Fiscal  Year  1996 

Priority  Working  and  Study  Group  Projects 

Working  and  study  groups  provide  the  Institute  with  flexibility  to  respond 
to  events  in  a  timely  fashion.  In  each  fiscal  year,  projects  are  developed  in 
light  of  anticipated  conflicts  and  opportunities  for  conflict  resolution.  As 
events  unfold,  projects  may  be  modified  to  ensure  their  relevance  and 
priorities  may  change,  with  some  projects  advanced  and  others  deferred, 
to  ensure  timely  inputs  to  the  policymaking  process  and  public  debate. 

Working  Grpup  pn  the  Prospect?  fpr  Conflict  and  Opportunities  for 
Negotiation  in  the  Korea  Peninsula:  In  light  of  ongoing  questions 
regarding  North  Korea's  nuclear  program  and  the  implementation  of  the 
Geneva  Agreed  Framework  between  the  United  States  and  North  Korea, 
the  continuation  of  tensions  between  North  and  South  Korea,  and  the 
continued  conventional  threat  on  the  peninsula,  the  North  Korea 
Working  Group  continued  its  activities  in  fiscal  1995.  In  fiscal  year  1994, 
the  working  group  assessed  the  North  Korean  nuclear  program  and 
assisted  policy  makers  in  defining  next  steps  and  new  approaches  for 
dealing  with  the  security  situation  on  the  Korean  Peninsula.  The  first 
Special  Report  issued  in  February  1994  by  the  working  group  ("North 
Korea's  Nuclear  Program:  Challenge  and  Opportunity  for  American 
Policy")  formed  the  basis  of  media  briefings,  congressional  testimony  and 
discussion  both  with  Administration  officials  and  the  public  on  this 
question. 

Following  the  death  of  North  Korean  President  Kim  II  Sung  and  the 
resumption  of  direct  negotiations  between  the  United  States  and  North 
Korea,  the  Institute  convened  a  conference  on  "U.S.  Policy  Toward  North 
Korea  in  the  Post-Kim  II  Sung  Era"  at  the  end  of  September.  Another 
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Special  Report  entitled  "The  North  Korean  Nuclear  Challenge  --  The  Post 
Kim  D  Sung  Phase  Begins"  was  issued  early  in  fiscal  year  1995,  and  North 
Korea  working  group  members  have  continued  to  serve  as  a  resource  for 
Congressional  and  Administration  questions  about  the  future  of  the 
Korean  Peninsula  and  the  U.S.  role  through  congressional  testimony  and 
informal  discussions.  As  part  of  this  overall  effort,  and  in  coordination 
with  the  Administration,  the  Institute  will  continue  to  explore 
possibilities  for  encouraging  conventional  arms  reductions  and  other 
avenues  for  reconciliation  on  the  peninsula  through  informal  dialogue 
with  key  individuals  from  both  North  and  South  Korea.  The  working 
group's  activities  are  expected  to  continue  through  fiscal  year  1996  due  to 
ongoing  negotiations  and  the  U.S.  concern  with  security  on  the  peninsula. 

Working  Group  on  Preventive  Diplomacy  in  the  Post-Cold  War  Period: 
Challenges  and  Opportunities  for  the  United  States:  To  meet  the  present 
need  for  substantive  ideas  and  practical  options,  the  Institute  started  the 
Preventive  Diplomacy  Initiative  in  the  third  quarter  of  fiscal  year  1994. 
This  project  convened  four  meetings  of  a  study  group  made  up  of 
diplomats,  analysts,  and  non-governmental  organization  (NGO) 
representatives;  produced  a  monograph  that  describes  and  analyzes  the 
policy,  operational,  and  multilateral  issues  involved  in  a  more  coherent 
conflict  prevention  strategy  for  the  United  States  and  other  bodies;  and 
convened  a  workshop  that  brought  together  government  staff  and 
specialists  on  the  state  of  the  art  in  early  warning  databases  and  methods. 

In  fiscal  year  1995,  the  project  will  convene  policy  workshops  to  address 
questions  such  as  the  sources  and  dynamics  of  incipient  ethnic  conflicts 
and  other  types  of  post-Cold  War  crises;  how  to  link  up  early  warning 
systems  to  preventive  response  decision  making;  coordinating 
responsibilities  in  early  warning  and  preventive  diplomacy  of  different 
agencies,  including  the  UN,  regional  organizations  such  as  the  CSCE, 
OAU,  and  OAS,  as  well  as  NGOs  and  other  bodies.  In  addition,  policy 
relevant  research  is  being  conducted  on  selected  cases  involving  early 
preventive  actions  in  order  to  derive  lessons  about  what  produced  either 
success  or  failure.  The  results  of  the  Preventive  Diplomacy  Initiative's 
research,  workshops,  and  other  work  are  being  communicated  to 
policymakers  in  a  variety  of  agency  forums  and  incorporated  into  the 
Institute's  International  Conflict  Resolution  Skills  Training  (ICREST) 
activities,  its  teacher  education  programs,  and  its  public  outreach  through 
the  media. 

Study  Groups  on  Emerging  Challenges  to  East  Asian  Security:  In  addition 
to  the  North  Korean  nuclear  issue  and  the  potential  for  conflict  that  stems 
from  it,  other  potential  trouble  spots  in  East  Asia  include  the  South  China 
Sea  and  the  Taiwan  Straits.  Many  of  the  concerns  among  smaller  states  in 
East  Asia  stem  from  the  rising  military  might  of  China  and  the  possibility 


42 


217 


that  tensions  could  arise  over  competing  territorial  claims  in  the  South 
China  Sea.  The  unresolved  Taiwan  issue  could  escalate  if  domestic 
political  pressures  in  Taiwan  for  global  recognition  as  an  independent 
state  extend  beyond  the  threshold  of  the  level  deemed  acceptable  by 
Beijing.  Both  of  these  potential  conflicts  have  implications  that  could 
potentially  lead  to  U.S.  involvement  The  Institute  plans  to  bring  together 
a  study  group  composed  of  senior  experts  on  the  South  China  Sea  and  on 
the  China /Taiwan  issue  to  serve  as  a  resource  to  the  Administration  and 
Congress  if  these  issues  take  on  greater  significance  in  fiscal  years  1995  and 
1996.  Special  Reports  will  be  issued  highlighting  the  findings  of  the  group 
and  other  research  by  leading  experts  on  aspects  of  these  difficult  questions 
may  be  commissioned. 

Study  Group  on  Self-Determination:  Although  this  issue  has  been 
examined  to  some  degree  at  the  Institute  and  elsewhere,  there  remains  an 
unresolved  tension  between  self-determination  as  a  "right"  and  the  lack  of 
an  adequate  policy  framework  for  coping  with  it  on  a  broad  basis.  Building 
on  past  work,  the  study  group  will  consider  during  fiscal  year  1995  the 
concept  as  it  is  being  applied  today  in  various  situations  from  the  assertion 
of  group  rights  within  a  state  to  the  demand  for  political  autonomy,  and 
on  to  claims  of  full  state  independence.  Case  studies  will  address  the 
relationship  between  the  principles  of  territorial  integrity  and  self- 
determination,  including,  in  the  extreme  case,  secession. 

Study  Group  on  Conflict  Resolution  in  South  Asia:  Creative  Approaches 
to  Kashmir:  This  activity  will  continue  in  fiscal  year  1995  through 
continued  monitoring  by  Institute  and  other  experts  culminating  in  a 
modest  public  meeting  on  advancing  conflict  resolution  in  Kashmir.  In 
fiscal  years  1993  and  1994,  the  Institute  conducted  two  major  facilitation 
conferences  for  Kashmiri,  Indian,  and  Pakistani  leaders.  These  activities 
spawned  new  dialogue  among  parties  to  the  conflict  in  the  region  as  well 
as  among  policymakers. 

Study  Group  on  Russia-Ukraine  Relations:  During  fiscal  year  1994,  the 
Institute  conducted  a  study  group  on  the  relationship  between  Russia  and 
Ukraine  and  the  implications  of  that  relationship  for  U.S.  relations  with 
both  countries.  Attention  to  this  topic  will  be  completed  during  fiscal  year 
1995.  The  project  will  be  succeeded  in  fiscal  years  1995  and  1996  by  one  or 
more  study  groups  on  such  topics  as  Russian-Baltic  relations,  Russian- 
Transcaucasian  relations,  the  problem  of  non-Russians  in  Russia,  and  the 
disposition  of  the  Russian  military  abroad. 

Study  Group  on  Reestablishing  State  Sovereignty  and  Civil  Society  in 
Bosnia:  During  fiscal  year  1995,  the  Institute  will  convene  a  study  group 
on  how  state  sovereignty  and  functions  can  be  rebuilt,  and  civil  society 
established,  in  instances  where  enduring  peace  cannot  be  and  may  not  be 
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obtained  for  as  much  as  a  generation.  Taking  as  its  starting  point  the 
Muslim-Croat  agreement  signed  in  Washington  in  1994,  the  group  will 
examine  the  roles  to  be  played  by  both  external  state  and  international 
organization  actors  and  non-governmental  organizations.  As  currently 
planned,  the  project  will  be  conducted  in  cooperation  with  the  Bureau  of 
Democracy,  Human  Rights,  and  Labor  at  the  Department  of  State. 

Study  Group  on  the  Role  of  Non-governmental  Organizations  in 
Managing  International  Conflict:  Begun  late  in  fiscal  year  1994  and  to 
continue  in  fiscal  years  1995  and  1996,  this  study  group  is  designed  to 
explore  the  changing  role  of  NGOs  in  managing  international  conflict 
from  early  warning/early  action  and  humanitarian  relief  through 
mediation,  rebuilding  and  reconciliation.  Conceived  as  a  continuing 
dialogue  between  the  Institute  and  the  widest  range  of  NGOs,  the  group 
will  analyze  specific  problems  confronting  the  latter  as  developing 
managers  of  international  conflict  and  consider  policy  options  that  take 
these  factors  into  account. 

Study  Group  on  U.S.  Policy  Toward  Rogue  States:  A  particular  challenge 
for  U.S.  policy  in  the  post-Cold  War  era  has  been  how  to  deal  with  small, 
rogue  states  such  as  North  Korea,  Cuba,  Haiti,  Iran  and  others,  which 
stand  outside  the  bounds  of  acceptable  behavior  in  the  international 
community.  There  is  concern  that  mishandling  of  relations  with  those 
states,  and  of  the  efforts  to  induce  them  to  change  into  responsible 
members  of  the  international  community,  could  lead  to  unwanted — and 
unanticipated — conflict.  Debate  over  the  use  of  "carrots"  and  "sticks"  has, 
for  example,  intensified  in  the  case  of  Cuba.  And  the  case  of  Haiti  raises  in 
sharp  perspective  the  question  of  how  force,  or  the  threat  of  force,  can  or 
should  be  employed.  This  study,  which  is  being  addressed  in  fiscal  year 
1995  but  will  likely  carry  over  into  fiscal  year  1996,  is  intended  to  examine 
alternative  courses  for  dealing  with  such  states,  the  implications  of  those 
alternatives  in  terms  of  possible  tension  reduction,  and  guidelines  for 
policy  that  this  examination  reveals. 

Study  Group  on  the  Future  U.S.  Role  in  European  Security:  The 
continuing  debate  over  the  future  of  NATO  and  former  Warsaw  Pact 
states  underscores  the  fact  that  the  United  States  has  not  defined  its  basic 
interests  in  Europe.  This  study  group  will  address  that  set  of  questions, 
building  on  work  done  at  the  Institute  in  the  fellowship  and  grants 
programs  on  the  rise  of  nationalism  and  the  sources  of  ethno-national 
conflict.  Planning  for  this  activity  will  begin  in  fiscal  year  1995,  and  the 
study  group  convened  in  fiscal  year  1996. 

Study  Group  on  Extreme  European  Nationalists:  Early  in  1994,  the 
Institute  initiated  a  new  study  group  on  the  threats  to  peace,  democracy, 
and   stability   represented   by   the   resurgence   of  extreme   nationalist 
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movements  in  contemporary  Europe.  In  a  series  of  symposia  with  experts 
from  academia  and  government,  the  study  group  on  "Weimar  Europe?" 
will  analyze  the  social  and  political  sources  of  the  nationalist  renaissance, 
to  assess  the  threat  it  poses  to  peace  and  stability  in  Europe,  and  to  suggest 
appropriate  U.S.  responses. 

Study  Group  on  Prospects  for  Conflict  and  Opportunities  for  Peacemaking 
in  the  Southern  Tier  of  Former  Soviet  States:  The  Institute  launched  a 
study  group  to  consider  this  topic  in  fiscal  year  1992.  Activities  have 
continued  and  include  an  intense  two-day  conference  cosponsored  with 
the  Carnegie  Endowment  on  instability  in  the  Transcaucasus,  and 
publications  on  the  role  of  Islam  in  Afghanistan  and  post-Soviet  Central 
Asia,  the  strife  (and  prospects  for  a  settlement)  in  Nagorno-Karabakh,  and 
the  civil  war  in  Tajikistan.  Study  group  sessions  will  be  convened  in  1995 
and  a  conference  on  sources  of  instability  in  Central  Asia  held  in  1996.  In 
addition,  the  Institute  will  commission  research  on  a  range  of  topics  such 
as  the  relationship  between  oil  investment  and  stabilization  in  the 
Transcaucasus  and  Central  Asia,  and  settlements  of  the  conflicts  in 
Georgia  and  Tajikistan. 

Other  Priority  Working  and  Study  Groups:  Working  and  study  groups 
will  be  developed  for  fiscal  years  1995  and  1996  to  meet  the  challenges 
arising  from  unanticipated  crises.  Projects  under  consideration  include  a 
comparative  study  of  defense  conversion  drawing  on  cases  not  typically 
looked  at  together,  for  example,  relating  the  experiences  of  China  and  the 
former  Soviet  Union  to  those  of  the  Third  World.  We  can  also  anticipate 
a  single-meeting  study  group  on  one  or  more  topics  related  to  the  Middle 
East  peace  process. 

Conferences 

At  approximately  yearly  intervals,  the  Institute  plans  to  sponsor  a 
"major,"  two-day  conference  enabling  a  more  comprehensive  analysis  of  a 
significant  issue  on  which  it  can  draw  from  all  of  its  resources  and 
experience. 

Major  Conferences 

Fiscal  Year  1990  -  1993  Events:   Four  major  events  were  held  in  this  period: 

•October   1990  -  the  Institute  staged  a  three-day  event  on  Conflict 

Resolution  in  the  Post-Cold  War  Third  World,  resulting  in  a  book  of 

essays  entitled  Resolving  Third  World  Conflicts:  Challenges  for  a  New 

Era. 

•June  1991  -  more  than  50  East  European  parliamentarians  and  civic 

leaders  came  to  Washington  to  meet  with  a  comparable  group  of  U.S. 
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experts  on  constitutional  law  and  ethnic  conflict  in  a  three-day  conference 
on  Ethnic  Conflict  Resolution  Under  the  Rule  of  Law. 
•July  1992  -  a  three-day  conference  entitled  "Dialogues  on  Conflict 
Resolution:  Bridging  Theory  and  Practice"  brought  together  more  than  120 
speakers  expert  in  conflict  resolution  and  from  the  diplomatic 
communities  to  consider  five  cases  of  international  conflict:  Mozambique, 
Peru,  Nagorno-Karabakh,  Kashmir,  and  Yugoslavia.  It  produced 
publications  on  conflict  resolution  techniques  and  diplomatic  practices, 
and  analyses  on  Mozambique  and  Yugoslavia. 

•July  of  1993  -  the  Institute  directed  its  attention  to  Teaching  About  Peace 
and  Security  in  the  Post-Cold  War  Period:  Topics  and  Instructional 
Strategy.  This  event  brought  international  conflict  and  peacemaking 
experts  together  with  precollegiate  and  post-secondary  teachers. 

Fiscal  Years  1994-1995:  Managing  Chaos:  Coping  with  International 
Conflict  into  the  21st  Century:  On  November  30  -  December  1,  1994,  the 
Institute  observed  the  10th  anniversary  of  its  legislation  by  convening  a 
conference  bringing  to  bear  the  experience  of  its  first  decade  in  an 
examination  of  the  changing  character  of  international  conflict  and  the 
myriad  challenges  that  lie  ahead  for  peacemakers.  The  conference 
explored  new  and  continuing  sources  of  international  conflict  and  creative 
ways  of  analyzing  them  together;  prospects  for  new  international 
institutions  to  manage  conflict;  and  the  new  techniques  and  technologies 
of  conflict  resolution  available  to  diplomats.  With  regard  to  the  latter,  the 
event  showcased  a  range  of  new  thinking  and  experience  on  conflict 
resolution  training,  cross-cultural  negotiation,  and  information  and  data 
management  derived  from  the  business  and  computer  worlds,  as  well  as 
from  the  Institute's  past  work. 

A  major  focus  of  the  conference  was  the  growing  influence  of  non- 
governmental organizations  (NGOs)  in  international  affairs;  their  role  in 
preventive  diplomacy  and  humanitarian  crises;  the  weight  of  "track  two" 
diplomatic  interventions  and  personages;  and  the  complex  relationships 
between  NGOs  and  governments  and  international  organizations. 

Other  Conferences 

Conference  on  the  Emerging  National  Security  Doctrine  of  a  New  Russia: 
In  March  1993,  the  Institute  held  a  three-day  conference  on  this  topic, 
bringing  together  American  policymakers  and  scholars  and 
representatives  of  various  Russian  schools  of  thought  on  the  future  of 
Russian  foreign  policy.  The  latter  were  recruited  from  the  Russian 
parliament  and  Presidential  Council.  In  1994  the  Institute  published  an 
edited  volume  based  on  the  conference  proceedings,  The  Emergence  of 
Russian  Foreign  Policy.  Further  activities  are  planned  to  disseminate  the 
analysis  contained  in  the  book  and  to  continue  to  monitor  developments 
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through  fiscal  years  1995  and  1996.  (See  also  Meetings  and  Commissioned 
Research,  Former  Soviet  Union  Series,  below.) 

Economic  Development:  Its  Role  in  Generating  Conflict  and  Conflict 
Resolution  in  East  and  Southeast  Asia:  During  fiscal  year  1993,  the 
Instituted  staged  a  conference  on  this  topic  with  the  cooperation  of  a  new 
non-governmental  research  institution  in  Thailand.  The  conference 
addressed  the  several  models  of  development  underway  in  Asia  and  gave 
special  attention  to  the  social  and  political  problems  created  by  economic 
success,  as  well  as  to  the  possible  longer  term  impact  on  peace  in  the 
region.  The  Institute  plans  to  publish  the  proceedings  of  this  conference 
in  the  form  of  a  collection  of  essays  in  fiscal  year  1995. 

Sources  of  Instability  and  Prospects  for  Conflict  in  Post-Soviet  Central 
Asia:  In  fiscal  year  1996  the  Institute  plans  to  hold  a  two-day  conference  on 
this  topic,  a  continuation  of  the  past  work  of  the  staff,  fellows,  and  grantees 
of  the  Institute.  The  conference  will  address  a  wide  range  of  problems  to 
which  the  United  States  must  attend,  including  those  specific  to  the  region 
and  to  the  future  stability  and  policies  of  the  Russian  Federation,  China, 
Turkey,  Pakistan,  Afghanistan,  and  Iran. 

The  Evolving  Role  of  the  Media  in  International  Conflict  and 
Peacemaking:  Also  projected  as  a  fiscal  year  1996  event,  this  small 
conference  will  focus  on  the  issue  of  how  the  media  contributes  both  to 
the  development  of  conflicts  and  to  their  possible  resolution.  It  will  build 
on  work  begun  during  our  Managing  Chaos  conference  on  the  challenges 
and  opportunities  for  coordinated  international  action  created  by  the 
global  information  revolution  as  well  as  on  the  study  being  conducted  by 
Institute  Peace  Fellow  Warren  Strobel  in  fiscal  year  1995  on  the  media  and 
foreign  policy. 

Meetings  and  Commissioned  Research 

During  fiscal  years  1995  and  1996,  the  Institute  will  conduct  a  significant 
number  of  modest  (two-hour  to  half-day)  meetings  on  a  range  of  topics, 
many  of  which  will  result  in  special  reports. 

Former  Soviet  Union  Series:  Several  meetings  will  be  held  on  topics 
related  to  the  changing  domestic  and  international  situation  of  the  former 
Soviet  Union.  The  evolution  of  Russian  foreign  policy  will  be  charted  on 
a  continuing  basis.  Other  topics,  such  as  the  problem  of  organized  crime  in 
the  Former  Soviet  Union  and  the  role  of  Russian  nationalism,  will  be 
dealt  with  as  events  and  opportunities  suggest. 

East  European  Series:  Other  meetings  will  be  held  on  problems  of  conflict 
and  opportunities  for  peacemaking  in  Eastern  Europe.    Topics  conceived 
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for  fiscal  year  1995  include  the  special  character  of  nationalism  in  Eastern 
Europe  and  its  relation  to  West  European  nationalism  and  the  European 
integration  process;  the  lessons  of  failed  intervention  in  Bosnia;  and 
conflict  prevention  in  Macedonia. 

Others:  Among  other  topics  under  consideration  for  meetings  and 
commissioned  research  in  fiscal  year  1995  are:  failed  states  and  the 
implications  for  global  peacemaking;  conflicts  over  territorial  waters  and 
resources;  humanitarian  missions  and  U.S.  defense  priorities; 
peacebuilding  in  Kashmir;  and  post-totalitarian  societies  and  the  future  of 
democratization.  A  number  of  Middle  East  topics  are  also  under 
consideration  for  fiscal  years  1995  and  1996. 

Africa 

Since  1992,  the  Institute  has  given  special  attention  to  the  crisis  in  Somalia 
as  well  as  other  Africa  crisis  spots.  The  Institute  is  now  publishing  two 
books  on  lessons  learned  from  the  experience  of  the  international 
intervention  in  Somalia,  one  by  the  President's  special  envoy  to  Somalia, 
Ambassador  Robert  Oakley  and  his  deputy,  John  Hirsch,  and  the  other  by 
the  United  Nations  envoy  to  Somalia  in  1992,  Ambassador  Mohamed 
Sahnoun.  The  Institute  also  held  a  public  workshop  in  September  1994  on 
lessons  learned  from  Somalia  relevant  to  other  humanitarian 
interventions. 

To  advance  public  understanding  of  how  external  intervention,  including 
mediation,  can  be  used  effectively  to  terminate  wars  in  Africa,  the  Institute 
has  published  two  books  over  the  past  year.  One  analyzes  the  successful 
Mozambique  peace  process,  written  by  Cameron  Hume,  who  was  a 
participant  observer  on  behalf  of  the  State  Department.  The  other,  entitled 
Waging  Peace  and  Making  War:  Foreign  Intervention  in  Africa,  describes 
and  assesses  the  efforts  of  foreign  governments  and  organizations  to 
promote  peace  in  Angola,  Namibia,  Mozambique,  Ethiopia,  and  Sudan. 

A  workshop  held  in  September  1994  to  discuss  plans  for  an  international 
war  crimes  tribunal  for  Rwanda  brought  together  key  officials  and  experts 
to  consider  options  just  prior  to  action  being  taken  on  this  issue  by  the  UN 
Security  Council. 

The  Institute  held  two  workshops  on  Sudan  during  fiscal  year  1994  in  an 
effort  to  identify  ways  to  advance  the  peace  process  in  that  war-torn  state. 
The  first  was  organized  jointly  with  the  House  Foreign  Affairs 
Subcommittee  on  Africa,  and  the  second  generated  ideas  for  the  foreign 
ministers  of  Ethiopia  and  Eritrea  to  use  as  official  mediators  between  the 
government  in  Khartoum  and  the  rebel  forces  in  the  south. 
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The  Institute  will  be  giving  particular  attention  to  developing  ideas  about 
how  the  U.S.  government  can  help  prevent  and  resolve  conflict  in  Africa 
and  support  African  peacemaking  initiatives.  One  workshop  has  been 
organized  on  this  topic  and  a  book  will  be  published  based  on  that 
discussion.  Future  explorations  of  this  topic  are  also  anticipated,  and 
special  attention  will  continue  to  be  given  to  Sudan  and,  possibly,  to 
Angola  as  well. 

Latin  America-OAS 

The  Organization  of  American  States  (OAS)  and  the  Institute  have  been 
reviewing  the  role  of  the  OAS  in  conflict  resolution  in  Latin  America  and 
the  Caribbean.  The  Institute  has  held  four  meetings  for  this  purpose  and 
is  also  supporting  work  on  the  maintenance  and  strengthening  of 
democracy  in  the  region.  In  June  1993  it  held  a  conference  on  the  May 
1993  coup  in  Guatemala  and  has  since  published  a  report  on  that  crisis. 
During  fiscal  year  1995  and  1996,  the  Institute  will  continue  its  work  on  the 
role  of  the  OAS  and  other  issues  related  to  U.S.  policy  in  the  region. 

Middle  East 

Middle  East  work  will  continue  under  the  auspices  of  Research  and 
Studies/Special  Programs  and  the  Special  Initiative  on  Religion,  Ethics 
and  Human  Rights.  During  fiscal  year  1995  the  latter  program  will 
conduct  a  study  group  on  U.S.  policy  towards  Islam,  while  Research  and 
Studies/Special  Programs  will  complete  editorial  work  on  a  report  and 
book  on  Turkey's  relations  with  the  Middle  East.  Also,  Research  and 
Studies/Special  Programs  will  hold  meetings  and  produce  special  reports 
in  response  to  developments  in  the  Middle  East  peace  process. 
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RULE  OF  LAW  INITIATIVE 

(in  thousands  of  dollars) 
By  Activity 


1994 
Actual 

1995 
Estimate 

1996  Net  Change 
Estimate            '95-'96 

TOTAL 

253 
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-47 
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88 
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Program  Overview 


Since  its  inception,  the  Institute  has  funded  a  number  of  projects  which  explore  the 
relationship  between  regime  types  and  the  prospects  for  long-term  peace  or  conflict.  Much 
of  that  research  and  other  experience  suggests  that  a  society  governed  by  the  rule  of  law  is 
less  likely  to  be  aggressive  internationally  and  more  likely  to  contribute  to  the  cause  of 
international  peace  than  are  centrally  controlled  societies.  This  view  was  affirmed 
politically  at  an  historic  meeting  in  Copenhagen  in  1990,  when  the  thirty-five  nations  that 
then  comprised  the  Conference  on  Security  and  Cooperation  in  Europe  (CSCE)  unanimously 
declared  that  "societies  based  on  ...  the  rule  of  law  are  prerequisites  for  ...  the  lasting  order 
of  peace,  security,  justice  and  cooperation." 

The  Institute's  Rule  of  Law  Initiative  seeks  to  build  upon  and  refine  principles  on  the  rule  of 
law  articulated  by  the  CSCE  and  other  bodies  and  to  provide  practical  guidance  for  their 
implementation.  Among  the  subjects  that  the  Institute  has  considered  through  its  grants, 
fellowships,  and  in-house  programming  are  such  rule  of  law  questions  as  transitions  from 
authoritarian  to  democratic  governance;  principles  of  constitutionalism;  and  the 
translation  of  international  standards  or  norms  into  national  laws  and  practices.  Many  of 
the  Initiative's  projects  are  encompassing  in  nature;  others  focus  on  a  particular  country  or 
region. 

Activities  Through  Fiscal  Year  1996 

General  Topics 

Project  on  Constitution  Making  as  a  Mechanism  for  National 
Construction  and  Reconciliation:  In  many  countries  making  the 
transition  from  civil  war  to  a  new  government,  one  of  the  first  tasks 
undertaken  is  the  drafting  of  a  new  constitution.  Insofar  as  the 
constitution  articulates  the  fundamental  principles  by  which  the  country 
will  be  reorganized,  redistributes  power  within  the  country  and  presents 
the  vision  of  a  new  society,  it  can  play  an  important  role  in  the 
consolidation  of  peace.  Projects  undertaken  elsewhere  on  constitutional 
development  have  not  examined  this  aspect  of  the  topic.  Through 
commissioned  papers  and  the  convening  of  an  inter-disciplinary  study 
group,  this  project  will  explore  the  options  and  the  limitations  in  using 
constitution  making  as  a  process  of  national  dialogue,  allowing  competing 
perspectives  and  claims  within  the  post-war  society  to  be  aired  and 
incorporated.  The  project  will  include  participation  by  several  individuals 
involved  in  the  drafting  of  national  constitutions  in  such  transitional 
circumstances.  The  study  group  will  meet  several  times  during  fiscal  year 
1995  and  1996. 

International  Sources  for  Rule  of  Law  Principles:  Although  the  term  "rule 
of  law"  is  widely  used  in  discussions  about  the  future  of  international 
conflict,  there  continues  to  be  a  considerable  range  of  views  on  what  the 
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concept  includes.  To  help  establish  a  commonly  accepted  definition  of  the 
term  and  thereby  to  help  build  an  intellectual  bridge  between  government 
officials  and  other  practitioners  on  the  one  hand  and  philosophers  and 
academics  on  the  other,  the  Institute  is  exploring  how  elements  of  the  rule 
of  law  are  expressed  through  various  international  instruments  and  other 
sources  of  international  law.  A  monograph  on  this  topic  is  planned  for 
fiscal  year  1995. 

Transitional  Tustice:  When  a  repressive  regime  is  replaced  by  a  new 
government  proclaiming  its  commitment  to  the  rule  of  law,  the  first  test 
of  that  commitment  —  and  one  which  will  often  affect  the  prospects  for 
domestic  and  international  peace  -  is  the  treatment  of  persons  associated 
with  the  previous  regime.  In  recent  years,  for  instance,  this  dilemma  of 
"transitional  justice"  has  arisen  in  countries  as  diverse  as  Argentina, 
Russia  and  Ethiopia.  In  fiscal  year  1995,  the  Institute  will  publish  a  three- 
volume  collection  entitled  Transitional  Justice:  How  Emerging 
Democracies  Reckon  With  Former  Regimes.  This  2,000-page  collection 
includes,  in  Volume  I,  a  broad  range  of  legal,  political,  and  philosophical 
perspectives  on  questions  of  prosecution,  punishment,  compensation  for 
victims,  relative  degrees  of  responsibility  for  abuses  by  the  former  regime, 
notions  of  forgiveness,  public  accountability,  and  societal  healing.  Volume 
II  consists  of  studies  of  21  such  transitions  over  the  past  fifty  years. 
Volume  III  is  a  compilation  of  pertinent  legislation,  regulations, 
constitutional  provisions,  judicial  decisions,  and  governmental 
commission  reports  from  22  countries  and  from  international 
organizations.  In  fiscal  years  1995  and  1996,  work  will  continue  to  apply 
the  lessons  of  this  research  to  assist  transitions  in  South  Africa,  Haiti, 
Cambodia  and  elsewhere. 

War  Crimes  Trials:  The  question  of  the  use  of  war  crimes  trials  remained 
largely  dormant  from  the  time  of  the  historic  post-World  War  II  trials  in 
Nuremberg  and  Tokyo  -  until  recently.  Suggestions  are  now  being  made 
anew  that  such  trials  might,  on  the  one  hand,  deter  aggression,  and  on  the 
other  hand,  be  a  necessary  element  in  doing  justice  and  establishing  peace 
after  aggression  has  been  quelled.  This  issue  has  relevance  in  such 
countries  as  Rwanda,  the  former  Yugoslavia,  Iraq,  Somalia,  and  Cambodia. 
In  fiscal  year  1994,  the  Institute  organized  a  major  conference  on  "Dealing 
with  War  Crimes  and  Genocide  in  Rwanda"  which  included  participation 
by  the  Rwandan  prime  minister,  senior  U.S.  and  UN  officials,  and  leading 
academics  on  Rwanda  and  on  international  law.  In  fiscal  years  1995-96, 
the  Institute  will  continue  to  study  factors  affecting  the  function  and 
effectiveness  of  such  trials  and  emerging  trends  for  the  treatment  of  war 
crimes  in  the  post-Cold  War  world. 
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Country  and  Regional  Projects 

Regional  Directories:  Recognizing  that  numerous  American 
organizations  are  now  involved  in  activities  related  to  the  rule  of  law  in 
various  parts  of  the  world,  the  Institute  has  sought  to  help  inform  them 
and  their  potential  beneficiaries  abroad  about  each  organization's  activities 
through  the  publication  of  information  directories.  In  each  case,  these 
directories  are  distributed  in  the  United  States  and,  with  the  assistance  of 
the  United  States  Information  Agency,  in  the  respective  region,  having  a 
significant  multiplier  effect  by  facilitating  linkages  between  the  American 
programs  and  those  involved  in  the  development  of  the  rule  of  law  in 
their  own  countries  and  regions. 

In  fiscal  year  1991,  the  Institute  commissioned  Democracy's  Dawn:  A 
Directory  of  American  Initiatives  on  Constitutionalism,  Democracy,  and 
the  Rule  of  Law  in  Central  and  Eastern  Europe.  The  Institute  distributed 
2,000  copies  free  of  charge  in  the  United  States  and  in  Eastern  and  Central 
Europe,  where  it  was  enthusiastically  received.  In  fiscal  year  1993,  the 
Institute  published  A  Directory  of  U.S.  Resources  on  the  Rule  of  Law  for 
the  Independent  States  of  the  Former  Soviet  Union;  3,500  copies  of  this 
volume  were  distributed  in  the  fifteen  countries  of  that  region  in  fiscal 
years  1993  and  1994. 

Country  reports:  The  Institute  is  examining  factors  relating  to  the  rule  of 
law  in  selected  countries  for  use  by  policy  analysts,  government  officials 
and  others  in  those  nations  and  elsewhere.  A  combination  of  legal  and 
country  specialists  are  writing  these  historically  grounded  analyses  on  the 
basis  of  research  and  field  work.  In  fiscal  year  1995,  the  Institute  will 
publish  reports  on  Bulgaria  and  Ethiopia.  In  fiscal  year  1996,  the  Institute 
plans  to  publish  a  report  on  developments  related  to  the  rule  of  law  in  the 
Palestinian  autonomy  process. 

Regional  Organizations:  The  meetings  of  the  Conference  on  Security  and 
Cooperation  in  Europe  have  done  much  to  shape  the  world's 
understanding  of  issues  related  to  the  rule  of  law.  In  response  to  a  request 
from  John  Kornblum,  then  U.S.  ambassador  to  the  CSCE,  the  Institute 
convened  a  one-day  Roundtable  on  the  New  European  Order:  The  Role  of 
CSCE  and  the  Rule  of  Law  to  elicit  ideas  in  advance  of  the  CSCE  Follow- 
Up  Meeting  which  took  place  from  March-July,  1992  in  Helsinki,  Finland. 
The  roundtable  was  chaired  by  Ambassador  Max  Kampelman. 
Participants  included  U.S.  government  officials,  members  of  the  European 
diplomatic  corps,  a  representative  of  the  Council  of  Europe,  and  selected 
academics  and  members  of  the  policy  community.  Another  of  these 
roundtable  discussions,  in  October  1993,  focused  on  proposals  to  create 
new  CSCE  mechanisms  for  the  peaceful  settlement  of  disputes.  The 
Institute  will  continue  to  examine  both  the  CSCE  (now  OSCE)  process  and 
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the  potential  for  similarly  promoting  the  rule  of  law  through  other 
regional  organizations  such  as  the  Organization  of  American  States,  the 
Organizations  of  African  Unity,  and  the  Association  of  Southeast  Asian 
Nations  during  fiscal  years  1995  and  1996. 

Informal  seminars  on  rule  of  law  development:  Building  upon  the 
general  subjects  and  the  country-specific  work,  the  Institute  convenes 
periodic  seminars  as  part  of  the  Rule  of  Law  Initiative.  Past  sessions  have 
included  a  discussion  of  the  draft  Ukrainian  constitution  with  one  of  the 
document's  drafters,  and  a  discussion  of  ethnic  tensions  in  the  former 
Czech  and  Slovak  Federal  Republic  with  members  of  that  country's 
parliament.  These  smaller  meetings  will  continue  on  a  periodic  basis, 
including  a  projected  session  on  amnesty  and  the  negotiated  transition  in 
Haiti. 

Grants  and  Fellowships:  A  number  of  Institute  grants  and  fellowships 
address  rule  of  law  questions  directly  or  indirectly  under  such  topics  as 
human  rights,  democratization,  self-determination,  and  the  role  of 
international  or  regional  organizations.  Recent  grantees  in  this  field 
include:  the  South  African  Institute  for  Defense  Policy,  for  a  comparative 
analysis  of  British,  German  and  South  African  defense  legislation  to  be 
used  in  drafting  relevant  post-apartheid  legislation;  De  Paul  University,  to 
organize  a  conference  of  legal  experts  and  prepare  a  manual  on 
implementation  of  the  Chemical  Weapons  Convention;  Wayne  State 
University,  to  study,  among  other  issues,  legal  reforms  to  institute  civilian 
control  over  the  military  in  the  transition  to  democracy,  using  Ghana  as  a 
case  study;  and  Margaret  Popkin,  for  a  study  on  judicial  reform  in  El 
Salvador  in  the  context  of  the  peace  accord.  During  fiscal  years  1994  and 
1995,  various  Peace  Fellows  and  Peace  Scholars,  are  also  addressing  rule  of 
law  issues  within  their  research  projects.  As  examples,  one  Peace  Scholar 
is  currently  examining  new  approaches  to  ethnic  identity  within  the 
framework  of  international  law,  while  another  is  assessing  the  evolution 
of  human  rights  norms  through  the  CSCE  process.  The  results  of  grant 
and  fellowship  projects  frequently  inform  subsequent  Institute  activity. 
The  Rule  of  Law  Initiative's  project  on  war  crimes  trials,  for  instance,  will 
draw  from  and  build  upon  a  grant  previously  made  to  the  Naval  War 
College  Foundation  for  a  comprehensive  study  of  the  law  of  war  crimes. 
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RELIGION,  ETHICS,  AND  HUMAN  RIGHTS 

(in  thousands  of  dollars) 
By  Activity 
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RELIGION,  ETHICS,  AND  HUMAN  RIGHTS 

Program  Overview 

The  program  on  Religion,  Ethics  and  Human  Rights  includes  research  projects,  conferences, 
and  outreach  to  individuals,  organizations  and  agencies  concerned  with  these  subjects. 
Program  activities  also  include  representation  of  the  Institute  at  conferences,  in  educational 
settings  and  at  other  outreach  activities  devoted  to  religion,  human  rights  and  ethics.  The 
research  and  writing  underscores  and  elaborates  on  the  significance  of  these  subjects  for 
international  peace  and  security.  In  past  years  the  primary  emphasis  has  been  on  the  role 
of  religion  in  world  conflicts.  In  addition  to  these  concerns,  the  program  is  currently 
addressing  broader  questions  of  human  rights  and  foreign  policy. 

Activities  Through  Fiscal  Year  1996 

Encouraging  International  Respect  for  Human  Rights 

Through  this  project,  the  Institute  is  conducting  a  study  examining  the 
problems  for  U.S.  policymakers  of  enforcing  and  encouraging  adherence  to 
international  standards  of  human  rights.  Against  the  background  of  the 
recent  debate  over  China's  Most  Favored  Nation  (MFN)  trading  status,  the 
project  is  examining  the  dilemmas  of  implementing  a  human  rights 
policy  and  identifying  the  range  of  tools  available  to  U.S.  policymakers  to 
encourage  international  respect  for  human  rights.  The  project  will  also 
look  at  specific  cases  and  analyze  how  circumstances  contribute  to  or 
undermine  the  effectiveness  of  these  various  policy  tools. 

The  study  is  an  outgrowth  of  a  workshop  held  in  February,  1994  on 
Human  Rights  and  China.  This  workshop  analyzed  past  human  rights 
policies — what  has  worked  and  what  has  not — and  sought  to  learn  from 
past  experience  how  these  lessons  apply  to  current  situations. 

U.S.  Policy  and  the  Islamic  World 

The  Institute  has  organized  a  series  of  luncheon  discussions  on  Political 
Islam  in  cooperation  with  the  staff  of  the  National  Security  Council.  The 
first  session,  held  in  June,  1994,  was  a  general  discussion  of  Islamic 
activism  in  the  Muslim  world.  Further  sessions  were  held  in  the  fall  of 
1994,  with  two  more  planned  for  early  1995.  These  latter  meetings  are 
devoted  to  specific  countries  or  areas  in  order  to  move  the  dialogue  from  a 
general  discussion  to  particular  cases  in  the  Middle  East,  the  Maghreb,  and 
South  or  Southeast  Asia.  The  cases  include:  Iran,  Algeria,  Jordan  and  the 
Palestinians,  and  Pakistan/India.  The  Institute  plans  to  produce  a  report 
summarizing  the  findings  of  these  discussions. 
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Working  Group  on  Religion.  Ideology  and  Peace 

During  fiscal  year  1996,  the  program's  main  focus  will  return  to  the 
Working  Group  on  Religion,  Ideology,  and  Peace.  The  Working  Group 
examines  religion  and  ideology  and,  in  particular,  intolerance  and 
discrimination  as  sources  of  international  conflict.  The  project  recognizes 
the  increasing  interaction  of  religion  and  politics,  as  well  as  the  relation 
between  ideology,  nationalism  and  other  cultural  forces  that  are 
inseparable  from  religion.  Particular  interest  is  paid  to  the  manner  in 
which  various  belief  systems  motivate  action  and  justify  certain  behavior 
and  policies.  Special  attention  is  given  to  the  prospects  for  ameliorating 
religious  and  ideological  conflict  through  the  elimination  of  religious 
intolerance.  The  U.N.  Declaration  Against  Intolerance  provides  a  point  of 
reference  from  which  to  review  the  cases. 

The  last  two  conferences  in  this  project  are  scheduled  for  fiscal  year  1996, 
one  being  devoted  to  Israel  and  one  to  a  final  summing  up.  Other  cases  in 
the  series  include  Ukraine,  Sri  Lanka,  Lebanon,  Sudan,  Nigeria,  and  Tibet. 
All  the  cases  were  chosen  in  order  to  exemplify  different  cultural  and 
belief  traditions,  various  geographical  and  political  settings,  and  diverse 
types  of  intolerance.  Conferences  on  six  of  the  seven  cases  have  already 
been  held,  the  most  recent  being  the  conference  on  Tibet  in  September 
1993. 

The  findings  in  regard  to  each  country  are  being  summarized  in  a  series  of 
reports  written  by  the  program's  Senior  Scholar  and  others.  The  reports 
on  Ukraine  and  Sri  Lanka  have  been  published,  as  well  as  a  shorter  report 
on  Tibet.   Reports  on  Sudan,  Lebanon  and  Nigeria  are  now  being  prepared. 

Future  work  in  the  program  will  highlight  and  publicize  peace-building 
efforts  by  religious  and  other  relevant  groups.  This  would  involve 
forming  a  second  working  group  to  study  attempts  by  various  religious 
communities  to  implement  pluralism,  increase  conditions  of  tolerance, 
and  participate  in  the  resolution  of  conflict. 

Related  Grants  and  Fellowships 

A  number  of  Institute  grants  and  fellowship  projects  also  contribute  to  the 
Institute's  work  on  religion,  ethics  and  human  rights.  A  grant  to  the 
Carter  Center  at  Emory  University  supported  a  colloquium  of  human 
rights  specialists  in  preparation  for  the  United  Nations  World  Conference 
on  Human  Rights  in  June  1993.  This  colloquium  was  organized  at  the 
request  of  the  UN  Under-Secretary  General  for  Human  Rights.  Another 
grant  went  to  Washington  University  in  St.  Louis  to  conduct  a 
comparative  study  of  the  quietist  and  pacifist  elements  in  Judaism, 
Christianity,  and  Islam,  and  to  give  consideration  to  the  constitutional  and 
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political  structures  by  which  citizens'  religious  objections  to  the  use  of 
coercive  force  are  handled. 

Other  grants  include  a  1993  grant  to  the  World  Conference  on  Religion 
and  Peace  to  support  the  development  of  ethical  and  legal  criteria  for  UN 
policy  on  the  use  of  force  in  the  delivery  of  humanitarian  assistance,  and 
two  grants  given  to  provide  teaching  material  on  the  relationship  between 
human  rights  and  international  peace.  Finally,  the  work  of  several 
Institute  fellows  is  relevant:  (1994-1995)  Rena  Fonseca  is  focusing  on  the 
relationship  between  religion  and  nationalism  in  India;  Vesna  Pesic  is 
working  on  a  project  examining  the  role  of  political  and  social  institutions 
in  fomenting  ethnic  conflict  in  Yugoslavia;  (1993-1994)  Joyce  Davis  is 
writing  a  book  that  is  tentatively  entitled  "Profiles  on  Islam"  in  which  she 
attempts  to  identify  common  ground  between  the  West  and  Islam. 
Finally,  Shaul  Bakhash  has  been  writing  a  book  on  the  interaction  of 
religion  and  politics  in  Iran. 
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JEANNETTE  RANKIN  LIBRARY  PROGRAM 

(in  thousands  of  dollars) 
By  Activity 


1994 
Actual 

1995 
Estimate 

1996  Net  Change 
Estimate             '95-'96 

TOTAL 

499 

519 

521 

+2 

By  Object  Classification 

1994 
Actual 
FTE  Amount 

1995 
Estimate 
FTE  Amount 

1996 
Estimate 
FTE    Amount 

Net  Change 
'95-'96 
FTEAmount 

Personnel 
Full  Time 

4.16 

184 

5.73 

260 

6.00 

277 

+0.27 

+  17 

Benefits 
Total 

4.16 

46 
230 

5.73 

65 
325 

6.00 

71 
348 

+0.27 

+6 
±22 

Travel 
Staff 
Total 

2 
2 

6 
_6 

6 
_6 



Rent 

55 

74 

74 

— 

Other  Rent/Comm 

14 

20 

20 

— 

Postage 
Printing 
Other  Services 

3 

3 

60 

3 

3 

41 

5 

3 

20 

+2 
-21 

Supplies  and  Materials 

68 

14 

14 

— 

Furniture  and  Equ 
F&E 
Books 
Total 

pment 

55 
_2 
64 

23 

_]£ 

33 

21 
31 

-2 
^2 

Total  Other 

267 

188 

167 

-21 

TOTAL 

4.16 

499 

5.73 

519 

6.00 

521 

+0.27 

+2 
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JEANNETTE  RANKIN  LIBRARY  PROGRAM 

Program  Overview 

The  Institute's  library  program  is  being  designed  to  meet  a  critical  need  by  making 
available  information  important  to  the  work  of  diplomats  and  other  practitioners, 
scholars,  and  the  public  on  the  problems  of  how  to  resolve  international  conflicts  without 
violence.  The  program  is  envisioned  as  an  international  resource  center  with  activities 
that,  with  the  help  of  computer  technology,  reach  far  beyond  its  walls. 

The  Institute  has  responded  to  the  opportunity  to  help  define  the  field  of  international 
conflict  management  with  four  major  programmatic  components: 

•A  working  research  library:  Initially  devoted  to  supporting  the  work  of  the 
Institute's  fellows  and  staff,  over  time  this  library  will  become  a  major  focal 
point  for  knowledge  about  the  management  of  international  conflict  and  the 
construction  of  more  peaceable  societies. 

•  A  national  network  of  information  centers  and  libraries:  This  component 
connects  and  supports  other  organizations  with  related  collections  and 
specialized  holdings  through  computer  linkages  and  informal  professional 
library  contacts. 

•  Improved  bibliographic  control  of  the  literature.  Through  bibliographies, 
bibliographic  databases,  cataloging,  and  publication  of  user  aids,  the  Institute 
will  make  more  resources  accessible  in  the  areas  of  peace  and  security  studies 
and  international  conflict  management. 

•Oral  histories:  Knowledge  has  been  drawn  together  by  locating  existing  oral 
histories  that  communicate  the  experience  of  diplomats  and  others  who  have 
been  directly  involved  in  the  settlement  of  international  disputes. 

Activities  Through  Fiscal  Year  1996 

DEVELOPMENT  OF  LIBRARY  COLLECTION 
FY  1989-FY  1996 


FY 

1989 

FY 

1990 

FY 
1991 

FY 

1992 

FY 
1993 

-FY- 

1994 

FY 
1995 
(Est.) 

FY 
1996 
(Est.) 

Books 

Periodical  Subscriptions 

Vertical  Files 

Drawers  of 

pamphlets, 

etc. 
Oral  History  Database 

Records 

Abstracts 

1500 

50 
0 

0 
0 

2400 

125 

7 

1125 
625 

3500 

135 

11 

1200 
800 

4000 

150 

15 

1200 
800 

4500 

165 

19 

1200 
800 

5000 
160 
23 

1200 
800 

53(50 
160 
25 

1200 
800 

5650 
160 
25 

1200 
800 
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Core  Library  Collection 

Maintained  on  the  Institute's  premises,  the  library  currently  houses  about 
5,000  volumes  and  160  periodical  titles.  By  the  end  of  fiscal  year  1995,  it 
will  grow  to  about  5,300  volumes  and  160  periodical  titles.  With  the 
establishment  of  a  core  reference  collection  in  the  fields  of  peace,  security 
and  conflict  management,  the  library  staff  will  increase  the  depth  and 
breadth  of  the  interdisciplinary  collection  to  include  reference  materials  in 
a  number  of  the  key  sub-disciplines  encompassed  by  the  Institute's 
mandate,  including:  conflict  management,  negotiation,  mediation,  and 
peacekeeping. 

The  library  augments  and  shares  its  own  collection  through 
telecommunications  and  interlibrary  loan  programs,  and  its  librarians 
refer  users  to  other  collections  and  information  resources  as  needed.  Using 
shared  cataloging  and  advisory  relationships  with  scholars  and 
information  specialists,  the  library  seeks  to  avoid  unnecessary  redundancy 
while  enabling  significantly  increased  information  exchange  and  access  for 
scholars  and  policymakers  addressing  problems  of  international  peace  and 
conflict  resolution.  Since  1992,  the  library  has  had  access  to  the 
international  networks  available  to  libraries  and  educational  institutions 
for  the  exchange  of  electronic  information. 

Development  of  a  National  Network 

As  first  steps  toward  a  possible  specialized  national  library  network 
serving  the  fields  of  international  peace,  security,  and  conflict 
management,  the  library  has  participated  in  several  national  meetings  that 
have  led  to  the  formation  of  an  informal  relationship  among  some  200 
librarians  interested  in  the  literature  of  peace  and  international  conflict 
management.  The  Institute  convened  a  working  conference  of  nine 
directors  of  libraries  serving  the  scholarly /research  community  to  help 
identify  specific  needs  to  be  addressed  by  a  network  or  group  of  cooperative 
agreements.  There  was  agreement  that  libraries  should  work 
collaboratively  in  this  field  and  that  there  is  a  particular  need  for  access  to 
"grey  literature"  (reports,  studies,  conference  proceedings,  and  issue  briefs 
from  research  centers  and  organizations  in  international  security,  peace, 
and  world  affairs).  Often  these  papers  provide  the  most  current  and 
significant  thinking  on  important  international  issues,  but  they  are  not 
published  in  scholarly  journals  or  otherwise  recorded  in  bibliographies,  so 
they  escape  the  bibliographic  control  of  library  systems.  Following  the 
group's  conclusion  that  there  is  a  need  for  more  baseline  data,  the  Institute 
plans  to  survey  scholars  and  reference  librarians  in  the  pertinent  fields  of 
interest. 
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To  aid  in  the  support  of  the  work  of  public  libraries  in  this  field,  the 
Institute's  Solicited  Grant  competition  included  a  topic  aimed  at  their 
programs.  In  order  to  build  greater  citizen  understanding  of  vital  national 
and  international  issues,  programs  were  funded  in  public  libraries  that 
bring  together  scholars  and  adult  lay  audiences  to  focus  on  the  problems  of 
managing  international  conflict  through  peaceful  means. 

Publications  and  Bibliographic  Control  of  the  Literature 

To  date,  distribution  of  the  Library  Program's  publication  of  an  annotated 
Bibliography  on  Peace,  Security  and  International  Conflict  Management 
for  librarians  serving  the  adult  general  public  has  exceeded  3,000  copies. 
These  have  been  distributed  to  public  libraries,  organizations  engaged  in 
civic  education  programming,  and  the  Federal  Depository  Library 
Program.  Requests  for  complimentary  copies  continue  to  arrive  at  the 
Institute. 

The  Institute  has  contracted  with  the  Woodrow  Wilson  International 
Center  for  Scholars  to  produce  a  Scholar's  Guide  to  Washington,  D.C.  for 
Peace  and  International  Security  Studies  as  part  of  the  Center's  "Scholar's 
Guide"  series.   This  volume  is  scheduled  for  publication  in  fiscal  year  1995. 

The  Institute  has  been  concerned  about  the  problem  of  access  to  "grey 
literature,"  as  described  above.  The  Institute  provided  partial  funding  to 
ACCESS,  Inc.  for  a  study  to  determine  the  feasibility  of  establishing  a 
clearinghouse  to  identify,  describe,  and  make  this  material  widely 
available.  Their  report  indicates  that  it  is  technically  feasible  to  create  a 
clearinghouse  and  that  no  such  clearinghouse  function  is  currently  being 
performed  and  made  available  to  the  public. 

The  Institute  has  also  made  grants  for  the  compilation  of  databases 
designed  to  support  subjects  of  interest  in  Institute  research.  For  example, 
grants  have  been  made  to  the  Institute  on  the  Holocaust  and  Genocide  for 
a  computerized  database  for  the  study  of  the  Holocaust  and  genocide. 

Oral  History 

In  1989,  the  Institute,  in  cooperation  with  the  Association  for  Diplomatic 
Studies,  undertook  a  project  to  compile  a  database  of  oral  history 
interviews  which  have  significance  to  the  diplomatic,  international 
relations,  and  international  conflict  resolution  fields.  Of  special  interest  in 
this  endeavor  were  interviews  with  individuals  connected  with  the  U.S. 
Department  of  State.  Nearly  1,200  oral  histories  have  been  identified  in 
over  30  library  collections,  approximately  800  of  which  have 
accompanying  abstracts.  This  database  has  been  successfully  converted  to  a 
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format  compatible  to  existing  Institute  library  systems,  making  it  usable 
directly  by  library  users. 

Computer  Information  Systems 

Among  other  things,  the  Institute's  system  provides  access  for  Institute 
staff  and  fellows  to  international  electronic  mail  networks  and  is  expected 
to  provide  access  to  the  databases  and  library  catalogs  available  worldwide 
through  the  Internet.  The  preliminary  upload  to  an  Internet  "Gopher"  of 
information  about  Institute  programs  has  recently  been  made  and  is 
currently  being  tested. 
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PUBLICATIONS  AND  MARKETING 

(in  thousands  of  dollars) 
By  Activity 


1994 
Actual 

199= 
Estimate 

i              1996  Net  Change 
Estimate             '95-'96 

TOTAL 

902 

884 

I 

937 

+53 

By  Object  Classification 

1994 

Actual 

FTE  Amount 

1995 
Estimate 
FTE  Amount 

1996 

Estimate 

FTE    Amount 

Net  Change 
'95-'96 
FTEAmount 

Personnel 
Full-Time 
Other 

6.82 
0.36 

320 

18 

6.95 
0.28 

330 

14 

7.50 
0.50 

363 
25 

+0.55 
+0.22 

+33 
+11 

Benefits 
Total 

7.18 

85 
423 

7.23 

90 
434 

8.00 

102 
490 

+0.77 

+12 
+56 

Travel 
Staff 
Total 

1 
_1 

4 

_4 

4 



Office  Rent 

71 

71 

74 

+3 

Other  Rent 

1 

— 

— 

— 

Postage 
Printing 
Other  Services 

25 
109 
235 

50 
115 
183 

48 
120 
179 

-2 
+5 
-4 

Supplies 
Furn.  &  Equip. 

17 
_2Q 

15 

10 
^2 

-5 

Total  Other 

478 

446 

443 

-3 

TOTAL 

7.18 

902 

7.23 

884 

8.00 

937 

+0.77 

+53 
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PUBLICATIONS  AND  MARKETING 
Department  Overview 

The  Publications  and  Marketing  Department  develops,  produces,  and  markets  books, 
periodicals,  and  other  publications  that  disseminate  the  results  of  research,  workshops, 
and  other  activities  of  the  U.S.  Institute  of  Peace.  In  so  doing,  the  department  helps  fulfill 
the  Institute's  legislative  mandate  to  serve  the  people  and  the  government  through  the 
"widest  possible  range"  of  education,  research,  and  information  services. 

To  be  truly  effective,  the  Institute  must  not  only  produce  innovative,  policy-relevant 
research,  it  must  distribute  the  results  of  that  research  to  a  widely  scattered  audience — in 
many  locations  around  the  world,  in  many  professions  and  academic  disciplines.  And  it 
must  bridge  the  gap  between  several  communities:  policy  and  academic,  educators  and 
researchers,  the  general  public  and  Washington  officials.  By  publishing  the  results  of  its 
own  research  and  seminars,  the  Institute  increases  its  effectiveness  as  a  national  center 
promoting  peacemaking  and  conflict  resolution,  enabling  it  to  attract  higher  quality 
grantees,  fellows,  and  workshop  participants  and  to  gain  greater  access  to  policymakers. 
Our  publications  reach  tens  of  thousands  of  readers  across  the  globe,  validating  and 
enhancing  our  research  and  educational  work  and  enabling  us  to  positively  influence  the 
policymaking  process.  By  maintaining  its  own  publications  department,  the  Institute  is 
able  to  exercise  greater  control  over  the  development  process,  shorten  schedules  in  this  fast- 
moving  world,  ensure  an  appropriate  level  of  quality,  and  increase  its  visibility, 
timeliness,  and  effectiveness. 

The  department  supports  the  development  of  products  from  the  Institute's  varied  programs 
(particularly  fellowships  and  research  and  studies/special  programs)  and  prepares 
Institute  periodicals  and  other  materials  that  promote  and  enhance  the  work  of  those 
programs.  The  department  disseminates  those  materials  to  the  appropriate  audiences; 
periodicals  and  reports  are  delivered  free  to  carefully  selected  recipients,  and  books  are 
marketed  through  advertisements  and  various  forms  of  promotion.  The  audiences  include 
students,  teachers  and  other  educators,  scholars,  librarians,  journalists,  policy  analysts, 
policymakers,  civic  groups,  and  the  interested  lay  public. 

Activities  Through  Fiscal  Year  1996 

During  fiscal  years  1995  and  1996,  as  in  past  years,  the  Institute  plans  to 
develop  and  publish  a  variety  of  books,  monographs,  and  reports  and  to 
continue  publishing  the  Institute's  newsletter  and  institutional  materials. 
It  will  also  continue  working  with  the  Institute's  information  services 
staff  to  make  our  publications  available  on-line,  and  with  the  educational 
video  distributor  to  market  the  Institute's  educational  video  series. 
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INSTITUTE'S  OUTPUT  OF  NEW  PUBLICATIONS 
FY  1988-FY  1996 

FT FT FT FT FT FT FT FT FT 

1988   1989   1990   1991   1992   1993   1994   1995   1996 

Est.   Est. 

Books  /Proceedings  / 

Monographs  0037586         12         10 

Reports  1  0  1  3  7         13  9         13         13 

Periodicals  4         16         15         15         15         11         *7  6  6 

Brochures, 

applications, 

booklets,  etc. 20         11         25         35         36         22         42         43        44 

"Through  fiscal  year  1993,  periodicals  included  the  Institute's  In  Brief  series.  Beginning 
in  fiscal  year  1994,  that  series  was  combined  with  an  existing  series  of  reports  to  create  a 
new  report  format  called  Peaceworks. 

In  fiscal  year  1994,  the  department  produced  and /or  disseminated  the 
following: 

Books 

Palestinians,  Refugees,  and  the  Middle  East  Peace  Process,  by  Don  Peretz 
Making  War  and  Waging  Peace:  Foreign  Intervention  in  Africa,  edited  by 

David  R.  Smock 
Origins   of  the   Cold    War:    The   Novikov,   Kennan,   and   Roberts    "Long 

Telegrams"  of  1946,  Revised  Edition,  edited  by  Kenneth  M.  Jensen 
Sri  Lanka:  The  Invention  of  Enmity,  by  David  Little 
The  Future  of  Global   Governance:   Managing   Risk  and   Change  in   the 

International  System,  by  Mihaly  Simai 
Somalia:  The  Missed  Opportunities,  by  Mohamed  Sahnoun 

Reports 

South  Africa:  The  National  Peace  Accord  and  the  International 

Community 
Why  They  Don't  Fight:  Democracies,  Oligarchies,  and  Peace 
The  Civil  War  in  Tajikistan:  Causes  and  Implications 
Sudan   Symposium   Generates  Momentum  for  Mediation 
Islamists  and  Secular  Regimes:  Is  Violence  Inevitable? 
North  Korea's  Nuclear  Program:  Challenge  and  Opportunity  for  American 

Policy 
Sudan:  Ending  the  War,  Moving  Talks  Forward 
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Restoring  Hope:  The  Real  Lessons  of  Somalia  for  the  Future  of 

Intervention 
War  in   the   Caucasus:   A   Proposal  for   Settlement   of  the   Conflict  over 

Nagorno-Karabakh 

Newsletter 

Six  issues  of  the  12-page   United   States   Institute  of  Peace  Journal,  a 
bimonthly  newsletter  currently  mailed  to  about  12,500  subscribers. 

Other  Institutional  Materials 

Guide  to  Specialists,   1994-95,  which   lists   appropriate   Institute   staff 

members  and  fellows  along  with  their  areas  of  specialization  by 

subject  and  region 
National  Peace  Essay  Contest  Guidebook,  1994-95,  which  is  part  of  a  family 

of  publications  promoting  this  annual  high  school  competition 
Contributions    to    the    Study    of   Peacemaking,   vol.   3,   summaries   of 

completed  grant  projects  and  their  products 
Fall  and  spring  book  catalogs  for  the  Institute  Press 
Grant  and  fellowship  brochures  and  application  packages 
Numerous  flyers  and  brochures  to  support  Institute  projects,  workshops, 

and  conferences 

In   fiscal   year   1995,   the   department   anticipates   producing   and/or 
disseminating  the  following: 

Books 

Ending  Mozambique's  War:  The  Role  of  Mediation  and  Good  Offices,  by 

Cameron  Hume 
The   Emergence  of  Russian   Foreign   Policy,  edited  by  Leon  Aron  and 

Kenneth  M.  Jensen 
Bargaining  for  Peace:  South  Africa  and  the  National  Peace  Accord,  by  Peter 

Gastrow 
Somalia   and   Operation    Restore   Hope:    Reflections   on   Peacemaking  and 

Peacekeeping,  by  John  L.  Hirsch  and  Robert  B.  Oakley 
Three  volumes  of   Transitional    Justice:    How    Emerging    Democracies 

Reckon   with  Former  Regimes,  edited  by  Neil  J.  Kritz.  Volume  I, 

General    Considerations.  Volume  n,  Country   Studies.  Volume  III, 

Laws,  Rulings,  and  Reports 
State-Building  and  Democracy  in  Southern  Africa:  A  Comparative  Study 

of  Botswana,  Zimbabwe,  and  South  Africa,  by  Pierre  du  Toit 
African   Conflict   Resolution:   The   U.S.   Role   in   Peacemaking,  edited  by 

David  R.  Smock  and  Chester  A.  Crocker 
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Confronting  Independence:  Foreign  Policy  and  Instability  in  Central  Asia, 

by  Martha  Brill  Olcott 
Economic    Development:    Its    Role   in    Generating   Conflict   and   Conflict 

Resolution    in    East    and    Southeast    Asia,   edited   by   W.   Scott 

Thompson  and  Kenneth  M.  Jensen. 

Monograph 

Religious  Perspectives  on  Pacifism:  Christian,  Jewish,  and  Muslim 
Attitudes  Toward  the  Use  of  Nonviolence  in  International  Conflict, 
by  David  R.  Smock 

Reports 

The  Institute  anticipates  publishing  13  reports  based  on  the  work  of  study 
groups,  seminars,  or  conferences. 

Newsletter 

The  department  will  write,  produce,  and  distribute  six  issues  of  the  12-page 
newsletter  Peace  Watch  (formerly  the  Institute's  Journal). 

Other  Institutional  Materials 

Guide   to   Specialists,    1995-96,   which  lists   appropriate   Institute   staff 

members  and  fellows  along  with  their  areas  of  specialization  by 

subject  and  region 
National  Peace  Essay  Contest  Guidebook,  1995-96,  which  is  part  of  a  family 

of  publications  promoting  this  annual  high  school  competition 
Fall  and  spring  book  catalogs  for  the  Institute  Press 
Grant  and  fellowship  brochures  and  application  packages 
Numerous  flyers  and  brochures  to  support  Institute  projects,  workshops, 

and  conferences 

This  list  reflects  the  fact  that  the  department  has  taken  two  existing  series, 
In  Brief  and  the  "quick  print"  series  of  reports,  and  combined  them  to 
create  a  new  series  of  medium-length  reports  called  Peaceworks.  And  the 
department  has  redesigned  the  newsletter  so  that  it  will  be  more  "reader 
friendly,"  that  is,  more  accessible  to  a  wider  range  of  readers. 

An  even  bigger  departure  is  our  involvement  with  on-line  services  via 
the  Internet.  In  July  the  Institute's  Press  prepared  an  on-line  version  of 
our  fall  1994  book  catalog  for  inclusion  in  a  Gopher  site  being  established 
by  the  Association  of  American  University  Presses.  The  AAUP  Gopher  site 
will  gather  book  catalogs  from  dozens  of  university  presses  in  one  easily 
accessible  place.  Viewers  will  be  able  to  order  books  by  printing  our  order 
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form  or  calling  our  800  number.  Eventually,  they  will  be  able  to  order 
electronically. 

The  Press  also  prepared  a  revised  version  of  the  book  catalog  for  inclusion 
on  the  Institute's  Gopher  site  developed  by  the  Institute's  information 
services  office  and  has  made  other  Institute  materials  available  on-line 
(the  newsletter,  reports,  conference  announcements,  application  forms, 

etc.). 

As  part  of  our  continuing  efforts  to  control  costs,  in  August  the  Institute 
completed  the  long  process  of  cleaning  the  newsletter's  mailing  list,  based 
on  the  returns  from  "renewal"  cards  mailed  on  three  occasions  over  the 
past  year.  The  Institute  has  also  controlled  its  costs  by  employing  the  latest 
computer  technologies  in  design,  pagemaking,  and  disk  preparation.  By 
conducting  more  of  these  operations  in  house,  the  department  has  both 
saved  money  and  gained  greater  control  over  production. 

Continuing  to  provide  for  the  Institute's  publishing  and  dissemination 
needs  in  fiscal  year  1996,  the  Publications  and  Marketing  Department  will 
develop  and  produce  books,  monographs,  and  reports  based  on  the  output 
of  other  Institute  programs  and  disseminate  those  products  to  diverse 
audiences,  as  well  as  publish  the  Institute's  newsletter  and  institutional 
materials.  In  all,  the  department  expects  to  publish  up  to  10  books,  13 
reports,  6  periodicals,  and  44  brochures  and  similar  program-related 
documents. 
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PUBLIC  AFFAIRS  AND  INFORMATION 

(in  thousands  of  dollars) 
By  Activity 


1994 
Actual 


1995 
Estimate 


1996  Net  Change 
Estimate '95-'96 


TOTAL 


407 


529 


512 


-17 


By  Object  Classification 


1994  1995 

Actual  Estimate 

FTEAmount        FTEAmount 


1996  Net  Change 

Estimate  '95-'96 

hlfc    Amount      FIEAmount 


Personnel 

Full  Time 

3.75 

164 

4.19 

225 

4.50 

204 

+0.31 

-21 

Other 

0.33 

27 

0.28 

24 

0.28 

29 

— 

+5 

Benefits 

41 

48 

51 

+3 

Total 

4.08 

232 

4.47 

297 

4.78 

284 

+0.31 

=13 

Travel 

Invitational 

— 

3 

3 

— 

Staff 

7 

7 

7 

— 

Fellows 

9 

9 

9 

— 

Total 

_16 

J9 

_19 

— 

Office  Rent 

36 

35 

35 

— 

Other  Rent 

9 

2 

2 

— 

Postage 

10 

10 

12 

+2 

Printing 

12 

60 

57 

-3 

Other  Services 

74 

38 

57 

+19 

Supplies 

3 

4 

3 

-1 

Furn.  &  Equip. 

15 

14 

18 

+4 

Medal  Awards 

— 

_5Q 

25 

_r25 

Total  Other 

159 

213 

209 

-4 

TOTAL 

4.08 

407 

4.47 

529 

4.78 

512 

+0.31 

-17 
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PUBLIC  AFFAIRS  AND  INFORMATION 

Department  Overview 

The  Public  Affairs  and  Information  Office  is  primarily  a  service  unit  that  assists  the 
Institute  in  carrying  out  its  mandate  for  public  education  by  informing  key  audiences  about 
Institute  activities  It  is  responsible  for  distributing  free  and  complimentary  publications 
and  providing  information  and  assistance  to  government  officials,  the  media,  subject 
specialists,  civic  groups,  and  the  general  public.  Its  main  activities  are  media  referrals,  a 
speakers  bureau,  special  reports,  educational  programming,  other  clearinghouse  functions, 
and  overseeing  the  Institute's  mailing  lists.  It  is  also  responsible  for  administering  the 
Spark  M.  Matsunaga  Medal  of  Peace. 

Activities  Through  Fiscal  Year  1996 

Dissemination  of  Publications  and  Other  Materials 

Requests  From  the  Public:  The  Institute's  expanding  outreach  efforts 
continue  to  generate  thousands  of  requests  for  publications,  documents, 
and  information  relating  to  Institute  activities.  The  Public  Affairs  and 
Information  Office  announces  their  availability  through  newsletters  and 
publications  of  more  than  300  international  affairs  organizations, 
professional  associations,  information  clearinghouses,  libraries  and 
participation  in  professional  conferences. 

Special  Reports:  The  Institute  is  expanding  use  of  a  publication  format 
spotlighting  aspects  of  the  Institute's  work  especially  relevant  to  the  most 
timely  issues  of  interest  to  policymakers  and  the  general  public.  These 
"Special  Reports"  are  the  fastest  vehicle  for  the  Institute  to  disseminate 
information  about  a  recent  meeting,  speech  by  a  prominent  person,  or 
information  gathered  by  fellows  and  others  engaged  in  Institute-sponsored 
analysis  on  the  most  compelling  issues  of  the  day.  In  fiscal  years  1995  and 
1996  the  Institute  will  further  expedite  dissemination  of  Special  Reports 
through  greater  use  of  facsimiles  and  on-line  services. 

Biennial  Report:  In  fiscal  year  1996,  the  Public  Affairs  and  Information 
Office  and  the  Publications  and  Marketing  Office  will  also  co-manage 
production  of  the  Institute's  Biennial  Report  covering  1994  and  1995. 

Upgraded  Mailing  Lists:  The  Institute  has  nearly  completed  upgrading  its 
mailing  list  capabilities  through  the  implementation  of  coding  systems  for 
the  most  frequently  used  portions  of  the  list.  By  assigning  topical  and 
geographical  interest  codes  and  other  descriptors  to  persons  on  the  list,  the 
Institute  can  target  its  mailings  more  carefully. 
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Public  Educational  Programming 


Speakers  Bureau:  As  in  past  years,  the  Institute  continues  to  fill  requests 
from  organizations  around  the  country  for  speakers  on  topics  pertaining 
to  the  Institute's  work.  In  cooperation  with  local  hosts,  the  Institute 
arranges  as  many  engagements  as  possible  to  maximize  the  effectiveness 
of  each  trip,  which  usually  includes  lectures  at  colleges  and  universities; 
speeches  before  civic  organizations;  meetings  with  newspaper  editors  and 
reporters;  and  television  and  radio  interviews.  The  Public  Affairs  and 
Information  Office  also  coordinates  briefings  and  other  presentations  for  a 
variety  of  groups  visiting  the  Institute. 

Current  Issues  Briefings  and  Book  Presentations:  The  Institute  arranges 
informal  public  events,  such  as  press  seminars,  book  presentations, 
featured  speakers,  open  discussions,  and  work-in-progress  talks  by  grantees 
and  fellows.  Current  issues  briefings  often  focus  on  new  Institute  books 
and  special  reports  on  timely  topics  such  as  recent  events  dealing  with  (1) 
nuclear  proliferation  on  the  Korean  peninsula  and  (2)  lessons  from  the 
international  intervention  in  Somalia  for  future  multinational  peace 
operations. 

Media  Relations:  The  Institute  continues  to  build  upon  its  reputation 
among  the  media  as  a  speedy  and  reliable  source  of  expert  information 
and  background  on  timely  international  affairs  issues.  Through  its  Guide 
to  Specialists  and  occasional  "media  alerts,"  the  Institute  relays 
information  to  the  media  highlighting  fellows'  and  staff  expertise  on 
events  and  issues  of  the  day. 

In  addition  to  citations  in  many  national  and  local  newspapers,  experts 
regularly  appear  on  CNN,  C-SPAN,  MacNeil-Lehrer  NewsHour,  as  well  as 
National  Public  Radio  and  dozens  of  radio  stations  around  the  country. 
Panel  discussions  and  speeches  at  Institute  events  have  been  videotaped 
by  news  services,  broadcast  producers,  and  television  networks,  including 
C-SPAN.  Foreign  media  have  come  to  rely  greatly  on  the  Institute  for 
information,  expertise,  and  guidance. 

The  Institute  has  been  successful  in  generating  publicity  for  the  National 
Peace  Essay  Contest  through  coverage  by  small  and  medium-sized  dailies 
throughout  the  country.  A  recent  wire  service  story  on  teens  and 
responsibility,  for  example,  focused  on  the  National  Peace  Essay  Contest 
and  its  objectives.  Dozens  of  publications  have  printed  stories  about  local 
students  who  were  state-level  winners  and  even  more  have  run  stories 
containing  information  about  how  students  can  participate. 
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Spark  M.  Matsunaga  Medal  of  Peace 

Congress  created  the  Spark  M.  Matsunaga  Medal  of  Peace  in  1990  in  honor 
of  the  late  senator  from  Hawaii.  Recipients  must  have  made 
extraordinary  contributions  to  international  peace,  especially  by  expanding 
society's  knowledge  and  skills  about  peacemaking  and  conflict 
management.  The  Institute's  authorization  legislation  directs  that,  in 
addition  to  receiving  a  bronze  medal,  the  laureates  be  given  a  cash  award. 

The  Institute  has  noted  the  statement  in  the  report  of  the  House 
Committee  on  Appropriations  to  the  effect  that  fiscal  year  1994  funds 
should  not  be  used  for  cash  awards  to  recipients  of  the  Matsunaga  Medal 
of  Peace.  The  Institute  interprets  the  legislation  authorizing  the  medal  to 
require  some  cash  award  to  accompany  the  medal.  It  has  included  $25,000 
for  this  purpose  in  its  plans  for  fiscal  year  1996  and  will  discuss  this  matter 
further  with  the  House  Committee  before  proceeding.  The  recipient  of  the 
medal  will  be  chosen  through  a  broad  national  and  international  search 
for  qualified  candidates. 
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management  and  Administration 

(in  thousands  of  dollars) 
By  Activity 


1994               1995 
Actual       Estimate 

1996  Net 
Estimate 

Change 
•95-'96 

TOTAL 

2084 

1817 

1824 

+7 

By  Object 

Classification 

1994 

Actual 

FTEAmount 

1995 
Estimate 
FTEAmount 

1996 

Estimate 

FTE    Amount 

Net  Change 

'95-'96 
FTE  Amount 

Personnel 

Full-time     8.71 
Other            1.31 

596 
113 

10.00 
1.25 

714 
106 

10.31 
1.25 

712 
107 

+0.31 

-2 
+1 

Benefits 

Total           10.02 

140 
849 

11.25 

191 
1011 

11.56 

196 
1015 

+0.31 

+5 
+  4 

Travel 
Board 
Staff 

Local /Other 
Total 

18 
18 
25 
.61 

23 
10 
17 

_§o 

23 
15 
18 

3§L 

+5 
+1 
_±6 

Trans  of  Things 

43 

49 

49 

— 

Office  Rent 

80 

79 

79 

— 

Other  Rent 

10 

6 

7 

+1 

Telephones 

131 

113 

117 

+4 

Postage 

3 

3 

3 

— 

Printing 

16 

16 

16 

— 

Other  Services 

623 

334 

338 

+4 

Supplies 

108 

105 

94 

-11 

Furn  &  Equip 

160 

_^5JL 

_5J2 

_^1 

Total  Other 

1174 

756 

753 

-3 

TOTAL      10.03 

2084 

U.25 

1817 

11.56 

1824 

+0.31 

+7 
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MANAGEMENT  AND  ADMINISTRATION 

The  Institute  has  sought  to  assure  that  its  expenses  for  management  and 
administration  are  maintained  at  a  level  necessary  for  the  appropriate  and 
effective  use  of  public  money.  In  so  doing,  it  seeks  to  keep  such  expenses 
in  reasonable  proportion  to  the  remainder  of  the  budget.  The  percentage 
of  the  total  budget  devoted  to  these  expenses  remained  at  about  19  percent 
in  fiscal  years  1989,  1990  and  1991.  In  fiscal  years  1992  and  1993,  the 
Institute  reduced  this  level  to  approximately  15  percent.  In  fiscal  year  1994, 
the  level  increased  to  somewhat  more  than  17  percent,  mainly  because  of 
the  one-time  costs  of  the  management  review  described  in  Part  IV  above. 
During  fiscal  years  1995  and  1996,  the  Institute  expects  to  maintain  the 
level  at  15  percent  or  less. 

During  fiscal  years  1995  and  1996,  the  Institute  plans  to  remain  in  its 
present  leased  space.  At  the  same  time,  it  has  begun  a  planning  process  to 
address  longer-term  space  needs  after  its  current  lease  expires  in  1998. 

As  noted  in  previous  requests,  the  Institute  contracts  with  the  General 
Services  Administration  (GSA)  to  provide  accounting  and 
personnel/payroll  services. 

Pursuant  to  PL  100-238,  the  Institute  is  unable  to  offer  federal  health,  life 
insurance  and  retirement  benefits  to  employees  hired  after  October  1,  1988. 
As  a  substitute,  it  has  negotiated  group  policies  with  private  carriers. 
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VI.      JUSTIFICATION  BY  OBJECT  CLASSIFICATION 

JUSTIFICATION  STATEMENT  BY  OBJECT  CLASSIFICATION 

SUMMARY  OF  CHANGES 

Net 
FY  1995 FY  1996 Change 

Appropriation  (Requested) 11,500  11,500 

Miscellaneous  Income  (estimated) 756  450  -306 

Total 12,256  11,950  -306 


PERSONNEL  COMPENSATION   -  $3309 

FY  1995  FY  1996  Net 

Estimate  Estimate  Change 

Full-Time  Permanent  3026  3120  +94 

Other  than  Full-Time  Permanent  185  189  +4 

TOTAL 2211 3JQ2 ±2& 

The  $3309  requested  in  fiscal  year  1996  for  Personnel  Compensation  reflects  the 
following  compensation:  (1)  $3026  for  employees  occupying  full-time  positions;  and  (2) 
$189  for  other  than-full  employees  which  includes  Board  Members,  part-time,  and  other 
short-term  intermittent  employees. 

PERSONNEL  BENEFITS  -  $807 


FY  1995 

FY  1996 

Net 

Estimate 

Estimate 

Change 

763 

797 

+34 

m 

-LQ. 

— - 

Benefits.  Civilian 

Public  Transportation  Subsidy 

TOTAL 27J Sffl i 

The  $807  requested  for  personnel  benefits  includes  payments  to  the  OPM  Retirement 
Fund  for  employees  covered  under  the  Civil  Service  and  FERS  Retirement  Systems, 
FICA  and  medicare  payment,  and  life  and  health  insurance  payments  for  employees 
who  elect  such  coverage.  Also  included  are  payments  to  private  sector  benefit  carriers 
for  retirement,  health  and  life  insurance  coverage  for  employees  hired  after  October  1, 
1988  (Sec.  108(a)  of  P.L.  100-238). 

The  net  $132  increase  requested  for  Personnel  Compensation  and  Benefits  reflects  the 
following: 

( 1 )  Mandatory  payroll  increases  for  within-grade  increases,  projected  promotions, 
and  full-year  effect  of  vacancies  filled  in  FY  95. 

(2)  Full-year  effect  of  the  3.22  percent  cost-of-living  and  locality  increases 
effective  January  1995. 

(3)  Anticipated  3.5  percent  cost-of-living  and  locality  increases  for  FY  96. 
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(4)  Mandatory  retirement  contributions  as  required  by  the  Federal  Employees 
Retirement  Act  of  1986  (FERS),  wherein  agencies  will  finance  all  retirement 
costs. 

(5)  Increases  in  private  sector  benefits-annuity  program,  health  and  life  insurance 
plans. 

TRAVEL  AND  TRANSPORTATION  OF  PERSONS~$782 

FY  1995  FY  1996  Net 

Estimate  Estimate  Change 

TOTAL 864 782 ^2 

The  $782  requested  for  Travel  and  Transportation  of  Persons  includes:  (1)  travel  costs 
associated  with  private  individuals'  participation  in  the  Institute's  program-related 
workshops,  conferences,  and  other  public  events;  for  example,  travel  to  Washington, 
DC  by  National  Peace  Essay  winners  for  participation  in  the  awards  ceremony;  (2) 
project-related  travel  performed  by  the  Jennings  Randolph  Fellows;  (3)  travel 
performed  by  the  Institute  staff  for  Institute-related  activities;  (4)  travel  by  the  Institute's 
Board  Members  to  attend  board  meetings.  Institute  workshops  and  conferences,  and 
other  special  public  events  sponsored  by  the  Institute;  and  (5)  reimbursement  for  local 
transportation  in  the  metropolitan  area. 


TRANSPORTATION  OF  THINGS  -  $49 


FY  1995  FY  1996  Net 

Estimate  Estimate  Change 


TOTAL 49 49 

The  $49  requested  covers  the  usage  of  Federal  Express,  United  Parcel  Service  (UPS), 
and  other  commercial  courier  services  and  transportation  companies. 


RENTAL  PAYMENTS  TO  OTHERS  -  $642 

FY  1995  FY  1996  Net 

Estimate  Estimate  Change 

Office  Rent  633  633 

Other  Rent  _8  _9  ±1 

TOTAL 641  641 ±1 

The  $642  requested  for  Rental  Payments  to  Others  includes  the  following:  (1)  annual 
rental  for  current  office  space;  (2)  rental  of  conference  facilities  for  public  functions; 
and  (3)  postage  meters  rental. 
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COMMUNICATIONS.  IJTILITTES.  AND  MISCELLANEOUS  CHARGES  -  $300 


Telephones 

Data  Communications 

Postage 

TOTAL 


FY  1995 


113 

20 

155 

288 


FY  1996 
Estimate 

117 
20 

m. 

300 


Net 
Change 


±8 

til 


FY  1995 

Estimate 

FY  1996 
Estimate 

Net 
Change 

Program  Printing 

Miscellaneous  Printing  (non-program) 

541 
At 

448 
At 

-93 

TOTAL 

557 

464 

-93 

Program  printing  estimates  include  the  following  major  printing  activities: 

( 1 )  Grant  Program  -  Books  and  monographs  of  grant  projects,  departmental  brochures  and  a[ 

(2)  Jennings  Randolph  Fellowship  Program  -  Books,  monographs, 

and      papers  from  fellowship  projects,  program  brochures,  and  fellowship  applicati 

(3)  Research  and  Studies  Program  -  Books,  monographs,  occasional  papers,  study  group  re 

(4)  Education  and  Training  -  National  Peace  Essay  and  Teacher 
Summer      Institutes  promotional  materials  and  curriculum  materials. 

(5)  Publications  and  Marketing  -  Periodicals  (Peace  Watch  and  Special 
Reports),  corporate  and  departmental  materials. 

(6)  Public  Affairs  and  Information  -  Biennial  Report,  public  outreach 
materials,  and  departmental  materials. 

(7)  Religion,  Ethics,  and  Human  Rights  --  Project  reports. 

(8)  Rule  of  Law  Initiative  -  Directory,  anthology,  reports,  and  monographs. 

The  $93  decrease  in  program  printing  from  FY  95  -  FY  96  is  because  several 
major  projects  which  were  originally  planned  to  be  completed  in  FY  94  were 
not  completed  until  early  FY  95,  which  resulted  in  lower  FY  94  printing  costs 
and  much  higher  FY  95  printing  costs. 
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OTHER  SERVTCES  -  $1445 


FY1995  FY  1996  Net 

Estimate  Estimate  Change 


Program                                                                        1313                1107                 -206 
General  (non-program)  334  338  ±4 

GRAND  TOTAL 1642 144J -JtR 

Program-related  Other  Services  includes  the  following:  (1)  National  Peace  Essay 
Contest  support  services;  (2)  editorial  and  mail  house  services;  (3)  services  to  provide 
research  support  to  fellows;  (4)  services  by  grant  and  fellowship  panelists  and 
reviewers  and  conference  participants;  and  (5)  miscellaneous  project-related  expenses 
such  as  translation  and  transcription  services. 

General  contracting  covers  the  mandated  annual  financial  audit,  reimbursable 
accounting  and  personnel/payroll  services  with  the  General  Services  Administration 
(GSA),  equipment  maintenance  agreements,  and  miscellaneous  contracting. 


SUPPLIES  ANP  MATERIALS  -  $152 

FY  1995  FY  1996  Net 

Estimate  Estimate  Change 

total m m =21 

The  $152  requested  for  supplies  and  materials  covers  periodical  subscriptions, 
specialized  program  and  computer  software  and  supplies,  and  general  office  supplies. 

The  $31  decrease  is  due  to  reduced  subscription  charges  and  computer  software 
upgrade  purchases. 


FURNITURE  AND  EQUIPMENT  -  $111 

FY  1995  FY  1996  Net 

Estimate  Estimate  Change 

Furniture  and  Equipment                                                  88  101  +13 

Library  Acquisitions  (Books)  lfj  10 

TOTAL 2S LL1 ±11 

The  $111  needed  in  FY  96  will  be  used  mostly    for  the  purchase  and  upgrading  of 
computers. 
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GRANTS.  SUBSIDIES  AND  CONTRIBUTIONS  --  $3889 

FY  1995  FY  1996  Net 

Estimate  Estimate            Change 

Grants                                                                          2958  2900  -58 

Jennings  Randolph  Fellowships                                      872  824  -48 

Scholarships  (National  Peace  Essay  Contest)                     65  65 

Scholarships  (Matsunga  Scholars)                                   —  75  +75 

Peace  Medal  Awards                                                   5_0_              25.  -25 


TOTAL 224J 2£32 =56 

$2900  of  the  $3889  requested  for  Grants,  Subsidies,  and  Contributions  will  be  used 
for  solicited  and  unsolicited  grants.  Grants  are  made  for  the  following  categories: 
research  and  studies,  education  and  training,  and  library  and  information  services. 

The  $824  requested  for  the  Jennings  Randolph  Fellowship  Program  will  support  12 
Peace  Fellows,  10  Peace  Scholars,  and  2  Guest  Scholars. 

The  $65  requested  for  scholarships  represents  award  payments  for  the  annual  National 
Peace  Essay  Contest  winners. 

The  $75  requested  in  FY  96  will  support  the  Matsunaga  Scholarship  Program  under 
Education  and  Training  Program. 

The  $25  will  support  one  Peace  Medal  Award. 

The  $56  decrease  is  due  to  budget  constraints. 
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Vm.    APPENDICES 

UNITED     STATES     INSTITUTE     OF    PEACE 

1550  M  Street.  NW.  Suite  700     Washington.  DC  20005     202  457-1700     Fax  202  429-6063 


UNITED  STATES  INSTITUTE  OF  PEACE 

BOARD  OF  DIRECTORS 

The  United  States  Institute  of  Peace  Act  vests  the  powers  of  the  corporation  in  a  fifteen-member  Board  of  Directors. 
Eleven  members  of  the  Board  are  drawn  from  outside  of  federal  service  and  are  appointed  by  the  President,  with  the 
advice  and  consent  of  the  Senate,  to  four  year  terms.  They  may  serve  beyond  the  expiration  of  their  terms  until  they  are 
replaced.  An  individual  may  be  appointed  to  no  more  than  two  terms. 

Four  members  of  the  Board  serve  ex  officio.  They  are  the  Secretaries  of  State  and  Defense  and  the  Director  of  the  Arms 
Control  and  Disarmament  Agency  (these  officers  may  designate  another  person  from  their  department  or  agency  who 
has  been  appointed  with  the  advice  and  consent  of  the  Senate)  and  the  President  of  the  National  Defense  University 
or,  if  he  so  designates,  the  Vice  President.  No  more  than  eight  of  the  fifteen  voting  members  of  the  Board  may  be  of  the 
same  political  party.  The  President  of  the  United  States  Institute  of  Peace  is  a  nonvoting  member  of  the  Board. 

Chairman 

Chester  Crocker  was  elected  Chairman  of  the  Board  of  Directors  in  September  1992.  He  is  distinguished 
research  professor  of  diplomacy  at  the  Georgetown  University  School  of  Foreign  Service.  In  1989  and  1990,  Dr.  Crocker 
was  a  distinguished  fellow  at  the  Institute's  Jennings  Randolph  Program  for  International  Peace.  While  there,  he 
began  preparation  of  a  book.  High  Noon  in  Southern  Africa:  Making  Peace  in  a  Rough  Neighborhood  (Norton,  1992), 
focusing  on  the  VS.  role  in  conflict  resolution  in  the  1980s.  From  1981-1989,  Dr.  Crocker  was  assistant  secretary  of  state 
for  African  Affairs.  He  was  the  principal  diplomatic  architect  and  mediator  in  the  prolonged  negotiations  among 
Angola,  Cuba,  and  South  Africa  which  led  to  the  deployment  of  UN  peacekeeping  forces  and  election  observers  during 
Namibia's  transition  to  democratic  governance  and  independence,  and  to  the  withdrawal  of  Cuban  forces  from  Angola. 
He  received  the  Presidential  Citizens  Medal  in  1989.  Prior  to  joining  the  Georgetown  faculty  in  1972,  Dr.  Crocker  was  a 
staff  member  at  the  National  Security  Council.  He  has  written  numerous  articles  for  foreign  policy  journals  and  is  the 
coeditor  of  South  Africa  into  the  1980s.  He  earned  a  PhD.  in  international  politics  and  African  studies  from  the  Johns 
Hopkins  School  of  Advanced  International  Studies. 

Vice  Chairman 

Max  M.  Kampelman  was  elected  Vice  Chairman  of  the  Board  of  Directors  in  September  1992.  He  was  counselor 
of  the  Department  of  State  and  ambassador  and  head  of  U.S.  delegation  to  the  negotiations  on  nuclear  and  space  arms 
in  Geneva,  before  returning  in  January  1989  to  the  law  firm  of  Fried,  Frank,  Harris,  Shriver  &  Jacobson  as  a 
Washington-based  partner.  Ambassador  Kampelman  serves  today  as  chairman  of  the  board  of  governors  of  the  United 
Nations  Association  and  chairman  of  the  Jerusalem  Foundation.  He  is  former  chairman  of  Freedom  House.  Past 
government  appointments  include  head  of  US  delegation  with  rank  of  ambassador  to  the  Conference  on  Security  and 
Cooperation  in  Europe,  both  in  Madrid  from  1980-83  and  to  subsequent  CSCE  conferences  in  Copenhagen,  Geneva,  and 
Moscow.  An  educator.  Ambassador  Kampelman  received  a  J.D.  from  New  York  University  and  a  Ph.D.  from  the 
University  of  Minnesota  where  he  taught  from  1946-48.  He  also  served  on  the  faculties  of  Bennington  College, 
daremont  College,  the  University  of  Wisconsin,  and  Howard  University.  Ambassador  Kampelman  was  founder  and 
moderator  of  the  public  affairs  program  Washington  Week  in  Review,  and  received  the  Presidential  Citizens  Medal 
from  President  Reagan  in  1989.  His  book.  Entering  New  Worlds:  The  Memoirs  of  a  Private  Man  in  Public  Life,  was 
pubUshed  by  HarperCollins  in  1991. 
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Dennis  L.  Bark  is  senior  fellow  ot  the  Hoover  institution  on  War,  Revolution  and  Peace  at  Stanford  University 
Dr.  Bark  received  his  undergraduate  training  at  Stanford  and  his  Ph.D.  in  modem  European  history  and  political 
science  summa  cum  laude  from  the  Free  University  of  Berlin.  Recipient  of  a  number  of  fellowships,  he  has  been  a 
member  of  the  President's  Commission  on  White  House  Fellowships  and  chairman  of  the  United  States  Coast  Guard 
Academy  Advisory  Committee.  Dr.  Bark  is  the  author  or  editor  of  several  books,  including  Agreement  on  Berlin:  A 
Study  of  the  1970-72  Quadripartite  Negotiations;  To  Promote  Peace:  U.S.  Foreign  Policy  in  the  Mid-1980s;  and  (with 
Annelise  Anderson)  Thinking  About  America:  The  United  States  m  the  1990s.  In  addition.  Dr.  Bark  is  co-author  with 
David  R.  Cress  of  A  History  of  West  Germanv:  Vol.  1.  From  Shadow  to  Substance.  1945-1963;  Vol.  2,  Democracy  and  Its 
Discontents.  1963-1991. 

Theodore  M.  Hesburgh,  CSC,  is  president  emeritus  of  the  University  of  Notre  Dame,  where  he  was  president 
for  35  years,  from  1952  to  1987,  the  longest  tenure  among  active  presidents  of  American  institutions  of  higher  learning. 
Among  his  accomplishments  at  Notre  Dame  was  the  establishment  of  the  Institute  for  International  Peace  Studies, 
whose  advisory  committee  he  chairs.  Father  Hesburgh  has  held  14  presidential  appointments  relating  to  civil  and 
human  rights,  Vietnam  War  objectors,  atomic  energy.  Third  World  development,  and  immigration  reform.  In  1957,  he 
became  a  charter  member  of  the  U.S.  Civil  Rights  Commission  and  he  was  its  chairman  from  1969-1972.  As  ambassador 
to  the  1979  U.N.  Conference  on  Science  and  Technology  for  Development,  he  was  the  first  Catholic  pnest  to  serve  in  a 
formal  diplomatic  role  for  the  U.S.  government. 

William  R.  Kintner  was  United  States  ambassador  to  Thailand  between  1973  and  1975.  A  graduate  of  the 
United  States  Military  Academy  at  West  Point,  Ambassador  Kintner  received  his  Ph.D.  from  Georgetown  University. 
Following  a  distinguished  Army  career,  which  included  service  in  the  Normandy  landing  and  in  the  Korean  conflict 
(for  which  he  received  the  Legion  of  Merit  with  oak  leaf  cluster  and  the  Bronze  Star  with  oak  leaf  cluster). 
Ambassador  Kintner  became  a  professor  of  political  science  at  the  University  of  Pennsylvania,  where  he  was  later 
president  and  director  of  the  Foreign  Policy  Research  Institute.  Ambassador  Kintner  has  also  been  editor  of  the 
quarterly  journal  Ortis,  a  Fellow  of  the  Hudson  Institute,  a  member  of  the  Board  of  Foreign  Scholarships,  a  member  of 
the  Council  on  Foreign  Relations,  and  a  member  of  the  board  of  Freedom  House.  He  is  the  author  or  co-author  of 
numerous  books,  including  The  Front  is  Everywhere:  Peace  and  the  Strategic  Conflict;  Protracted  Conflict;  Building  the 
Atlantic  World;  The  New  Frontier  of  War;  and  Soviet  Global  Strategy. 

Christopher  Hallowell  Phillips  has  more  than  forty  years  of  experience  in  government  and  international 
business.  His  diplomatic  service  includes  postings  as  Ambassador  to  Brunei,  deputy  permanent  U.S.  representative  to 
the  United  Nations,  and  U.S.  representative  to  the  UN  Economic  and  Social  Council.  He  has  also  been  vice  chairman  of 
the  U.S.  Civil  Service  Commission,  deputy  assistant  secretary  of  state  for  international  organization  affairs,  and  a 
Massachusetts  state  senator.  In  the  private  sector.  Ambassador  Phillips  served  as  founding  president  of  the  U.S.- 
China Business  Council  from  1973-86  and  president  of  the  U.S.  Council  of  the  International  Chamber  of  Commerce.  He 
is  a  member  of  the  Council  on  Foreign  Relations  and  the  advisory  council  of  the  Johns  Hopkins  University  School  of 
Advanced  International  Studies,  and  is  a  fellow  of  the  American  Academy  of  Arts  and  Sciences.  A  1943  graduate  of 
Harvard  University,  Ambassador  Phillips  served  in  the  U.S.  Army  Air  Corps  from  1942-46  and  on  the  staff  of  the 
Supreme  Commander  Allied  Powers,  Tokyo,  from  1945-46. 

Elspeth  Davits  Rostow  served  as  Chairman  of  the  Board  of  Directors  from  July  1991  through  September  1992, 
after  serving  two  and  one-half  years  as  Vice  Chairman.  Professor  Rostow  is  Stiles  Professor  of  American  Studies 
Ementa  and  professor  of  government  at  the  Lyndon  B.  Johnson  School  of  Public  Affairs,  the  University  of  Texas  at 
Austin,  where  she  was  formerly  dean.  She  is  a  graduate  of  Barnard  College  and  has  received  advanced  degrees  from 
Radcliffe  College  and  Cambridge  University.  Professor  Rostows  teaching  has  concentrated  in  the  areas  of  American 
studies  and  U.S.  foreign  policy.  She  has  taught  and  lectured  at  all  five  senior  military  colleges,  the  Foreign  Service 
Institute,  and  six  universities.  She  also  serves  on  the  Board  of  Directors  of  the  National  Academy  of  Public 
Administration.  She  is  the  author  of  numerous  articles  and  three  books:  Europe's  Economy  After  the  War,  America 
Now,  and  The  Coattailless   Landslide. 
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Mary  Louise  Smith  was  the  national  chairman  of  the  Republican  Party  from  1974  to  1977,  the  only  woman  ever 
to  have  held  this  position,  and  has  been  active  in  Iowa  and  national  politics  for  over  three  decades.  She  has  been  a 
member  of  United  States  delegations  to  United  Nations  conferences  in  New  York,  Paris,  and  Geneva  and  was  a  member 
of  the  President's  Commission  for  the  Observance  of  the  25th  Anniversary  of  the  United  Nations  in  1970-1971.  Mrs. 
Smith  was  named  vice  chair  of  the  United  States  Commission  on  Civil  Rights  when  the  Commission  was  reorganized  in 
1982.  serving  until  1984.  A  graduate  of  the  University  of  Iowa,  Mrs.  Smith  has  received  honorary  degrees  from  Grinnell 
College  and  Drake  University.  She  is  a  founding  member  of  the  Iowa  Women's  Political  Caucus,  a  member  of  the 
advisory  board  of  the  National  Women's  Political  Caucus  and  the  Iowa  Centennial  Memorial  Foundabon,  a  Trustee  of 
the  Hoover  Presidential  Library  Association,  and  a  former  board  member  of  the  Iowa  Peace  Institute. 

W.  Scott  Thompson  is  professor  of  international  politics  at  the  Fletcher  School  of  Law  and  Diplomacy  at  Tufts 
University.  A  Rhodes  Scholar  and  a  graduate  of  Stanford  and  Oxford  Universities,  Dr.  Thompson  has  been  a  White 
House  Fellow,  an  assistant  to  the  Secretary  of  Defense,  and  an  associate  director  of  the  United  States  Information 
Agency.  He  is  the  author  or  editor  of  numerous  books  and  articles  on  foreign  policy;  a  founding  member  of  the  board  of 
the  Committee  on  the  Present  Danger;  a  member  of  the  Council  on  Foreign  Relations  and  the  International  Institute  for 
Strategic  Studies;  and  a  member  of  the  board  of  the  Institute  for  Strategic  Trade. 

Allen  Weinstein  is  founder  and  president  of  The  Center  for  Democracy.  He  was  professor  of  history  for  a  number 
of  years  at  Smith  College,  Georgetown  University  and  Boston  University,  among  other  institutions.  Most  recently,  he 
served  as  distinguished  visiting  professor  at  Florida  International  University  (Miami)  in  Spring  1992.  In  1986, 
Professor  Weinstein  was  awarded  the  United  Nations  Peace  Medal  for  his  work  in  promoting  a  peaceful  political 
transition  in  the  Philippines  and  peaceful  resolution  of  the  conflict  in  El  Salvador.  In  1990  he  received  the  Council  of 
Europe  s  Silver  Medal  for  efforts  related  to  assisting  democratization  in  Europe  and  Latin  America.  Previously  he  was 
project  director  of  the  group  which  created  the  National  Endowment  for  Democracy  and  became  its  acting  president, 
and  later  president  of  the  Center  for  the  Study  of  Democratic  Institutions.  He  was  also  a  member  of  the  editorial  board 
of  The  Washington  Post  and  editor  of  The  Washington  Quarterly  and  The  Center  Magazine.  A  prize-winning 
historian.  Professor  Weinstein  is  the  author  of  many  books,  including  Perjury  The  Hiss-Chambers  Case;  Freedom  and 
Crisis:  An  American  History;  and  Between  the  Wars:  American  Foreign  Policy  from  Versailles  to  Pearl  Harbor. 

Ex  Officio  Members 

Arms  Control  and  Disarmament  Agency 

Ralph  Earle,  II  became  deputy  director  of  the  U.S.  Arms  Control  and  Disarmament  Agency  (ACDA)  on 
September  29,  1994,  and  was  subsequently  designated  by  the  director  to  serve  on  the  Institute's  Board.  Prior  to  this 
appointment,  he  was  a  Washington  lawyer  and  most  recently  chairman  of  the  Board  of  Directors  of  the  Lawyers 
Alliance  for  World  Security  (LAWS).  From  1980  to  1981,  Ambassador  Earle  served  as  the  director  of  ACDA.  From 
1978-80,  he  served  as  chief  US.  negotiator  of  the  SALT  II  Treaty  with  the  rank  of  ambassador.  During  that  period  he 
also  served  as  ACDA's  special  representative  for  arms  control  and  disarmament  negotiations.  From  1973  to  1977, 
Ambassador  Earle  was  the  ACDA  representative  on  the  U.S.  SALT  delegation.  Additionally,  he  has  served  as  a 
consultant  to  the  Secretary  of  Defense  on  SALT-related  issues  (1972-73);  defense  advisor,  U.S.  mission  to  NATO  (1969- 
72);  and  principal  deputy  assistant  secretary  of  defense  for  international  security  affairs  (1968-69).  He  is  a  graduate  of 
Harvard  College  and  Harvard  Law  School.  Ambassador  Earle  is  a  member  of  the  Council  on  Foreign  Relations,  the 
International  Institute  for  Strategic  Studies,  the  Council  of  American  Ambassadors,  and  the  American  Law  Institute. 
He  is  the  author  of  numerous  publications  dealing  with  national  security. 

Department  of  Defense 

Walter  B.  Slocombe  is  under  secretary  of  defense  for  policy.  He  was  named  by  the  Secretary  of  Defense  to  serve 
on  the  Institute  Board.  Previously,  he  served  as  deputy  under  secretary  of  defense  for  policy  planning  and  as  principal 
deputy  assistant  secretary  of  defense  for  international  security  affairs,  in  the  Carter  Administration.  In  both  positions, 
he  served  concurrently  as  director  of  the  Department  of  Defense  SALT  task  force.  Immediately  prior  to  joining  the 
Clinton  Administration,  Mr.  Slocombe  had  been  affiliated  with  Caplin  &  Drysdale,  Chartered,  a  Washington,  D.C. 
law  firm.  In  1970-71,  he  was  a  research  associate  at  the  International  Institute  for  Strategic  Studies  in  London  and  prior 
to  that  he  was  a  member  of  the  program  analysis  office  of  the  National  Security  Council  staff.  The  author  of  several 
papers  and  articles  on  strategic  issues,  Mr.  Slocombe  has  served  as  a  consultant  to  the  RAND  Corporation  and  the 
Strategic  Air  Command  Technical  Advisory  Committee,  and  is  a  member  of  the  advisory  councils  of  the  Center  for 
Strategic  and  International  Studies  and  the  Woodrow  Wilson  School  of  Public  and  International  Affairs  at  Princeton 
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University.    He  holds  degrees  from  Princeton  University  and  Harvard  Law  School,  and  did  graduate  work  at  Balliol 
College,  Oxford,  where  he  was  a  Rhodes  Scholar. 

Department  of  State 

Toby  Tristex  Gati  is  assistant  secretary  ot  state  for  intelligence  and  research  and  was  named  by  the  Secretary  ol 
State  to  serve  on  the  Institute  Board.  Prior  to  this  appointment,  she  was  special  assistant  to  the  President  and  senior 
director  for  Russia,  Ukraine,  and  Eurasian  States  at  the  National  Security  Council  from  January  to  |une  1993.  Mrs.  Gati 
was  previously  senior  vice  president  for  policy  studies  at  the  United  Nations  Association  of  the  United  States  (UNA- 
USA).  In  that  capacity,  she  directed  all  UNA-USA's  research  on  international  political,  economic  and  security  issues, 
as  well  as  on  UN  affairs.  She  has  written  and  edited  several  articles  and  books  on  United  Nations  affairs,  collective 
security,  and  the  Soviet  Union.  Mrs.  Gati  has  consulted  with  the  Ford  Foundation  and  private  businesses  about  Russian 
foreign  and  economic  policies,  and  with  ABC,  CBS,  and  PBS  on  programming  about  the  former  Soviet  Union,  Russia,  and 
the  work  of  international  organizations.  She  holds  an  M.A.  in  Russian  literature,  a  Certificate  from  the  Hamman 
Institute,  and  an  M.I.A.  in  international  affairs  from  Columbia  University. 

National  Defense  University 

Lieutenant  General  Ervin  J.  Rokke  became  president  of  the  National  Defense  University  in  September  of  1994. 
Prior  to  this  position,  he  was  assistant  chief  of  staff  for  intelligence  at  U.S.  Air  Force  headquarters  in  Washington, 
D.C.  General  Rokke  served  as  director  of  intelligence  at  the  U.S.  European  Command  headquarters  in  Stuttgart 
Valhingen,  Germany  from  1989  to  1991.  Between  1987  and  1989,  he  was  the  U.S.  air  and  defense  attache  at  the  U.S 
embassy  in  Moscow.  He  has  held  many  posts  at  the  U.S.  Air  Force  Academy  in  Colorado  Springs,  including  instructor 
permanent  professor  and  department  head  in  political  science  and  dean  of  faculty.  From  1980  to  1982,  General  Rokke 
was  air  attache  at  the  American  Embassy  in  London.  During  his  military  career,  he  has  earned  many  awards  and 
decorations,  including  the  Defense  Distinguished  Service  Medal  with  bronze  oak  leaf  cluster.  Distinguished  Service 
Medal,  Defense  Superior  Service  Medal  with  bronze  oak  leaf  cluster,  and  the  Legion  of  Ment.  He  received  a  doctorate 
degree  in  international  relations  from  Harvard. 
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SENIOR  STAFF 

Sheryl  J.  Brown  is  director  of  the  office  of  communications.  She  came  to  the  Institute  after  serving  from  1988  to  1989  as 
deputy  associate  director  of  Boston  University's  Institute  for  Democratic  Communication  (based  in  Washington,  D.C.). 
Prior  to  that,  she  was  a  fellow  at  the  Institute  for  Philosophic  Studies  at  the  University  of  Dallas  (1973-1985),  and 
director  of  the  library  at  the  Northwood  Institute  in  Texas  (1979-1981).  Dr.  Brown  has  written  and  edited  various 
publications  on  foreign  and  public  policy  issues,  philosophy,  and  literature,  and  was  coeditor  of  Resolving  Third  World 
Conflicts:  Challenges  for  a  New  Era,  published  by  the  Institute  in  1992.  Since  1991,  she  has  been  an  instructor  of 
classical  Greek  history  at  Georgetown  University.  Dr.  Brown  holds  a  Ph.D.  in  political  philosophy  and  western 
literature   from  the  University  of  Dallas. 

Bernice  J.  Carney  is  director  of  administration.  She  brings  to  her  position  more  than  30  years  of  experience  with 
agencies  of  the  federal  government.  For  16  years,  Ms.  Carney  served  on  the  staff  of  the  President's  Council  on 
Environmental  Quality,  where  her  last  position  was  chief  administrative  officer. 

Harriet  Hentges  is  executive  vice  president.  She  has  over  fifteen  years  of  senior  management  experience  in  key 
positions  in  business,  government  and  non-profit  organizations.  Prior  to  coming  to  the  Institute,  Dr.  Hentges  was  chief 
operating  officer  and  managing  partner  at  the  Clifton  Investment  Group.  From  1986  to  1988,  she  was  chief  operating 
officer  at  the  Baskin  Financial  Corporation.  She  also  served  as  the  executive  director  of  the  League  of  Women  Voters 
of  the  United  States  for  five  years,  and  as  an  international  economist  on  the  policy  planning  staff  at  the  U.S. 
Department  of  State.  Dr.  Hentges  received  a  Ph.D.  in  international  economics  from  The  Johns  Hopkins  University. 

Kenneth  M.  Jensen  is  director  of  special  programs.  He  holds  degrees  from  the  University  of  Colorado,  the  University  of 
Wisconsin,  and  Moscow  State  University.  His  doctoral  research  and  subsequent  scholarship  has  focused  on  Russian 
Marxist  social  and  political  thought.  He  is  the  author  of  Beyond  Marx  and  Much  and  numerous  articles,  papers,  and 
reviews  in  the  Russian,  Soviet  and  East  European  field.  He  is  consulting  editor  of  Studies  in  Soviet  Thought.  Dr.  Jensen 
is  also  editor  or  co-editor  of  several  books  and  monographs  published  by  the  Institute,  including  the  forthcoming  The 
Emergence  of  Russian  Foreign  Policy. 

Joseph  Klaits  is  director  of  the  Jennings  Randolph  Fellowship  Program.  Prior  to  joining  the  Institute,  he  was  professor 
of  history  of  Oakland  University  (Michigan)  from  1969  to  1991.  Dr.  Klaits  is  coeditor  of  The  Global  Ramifications  of 
the  French  Revolution  (1994)  and  Liberty/Liberte:  The  American  and  French  Experiences  (1991),  and  author  of  numerous 
other  works.  Dr.  Klaits  has  received  fellowships  from  the  American  Council  of  Learned  Societies,  the  National 
Endowment  for  the  Humanities,  and  the  Folger  Shakespeare  Library.  He  also  served  as  academic  advisor  to  the 
European  Fulbright  program,  visiting  associate  professor  at  The  Catholic  University  of  America,  and  consultant  to  the 
West  European  program  at  the  Woodrow  Wilson  International  Center  for  Scholars.  Dr.  Klaits  holds  a  Ph.D.  from  the 
University  of  Minnesota. 

Neil  J.  Kritz,  Esq.  is  director  of  the  Rule  of  Law  Initiative.  Before  coming  to  the  Institute,  Mr.  Kritz  served  as  special 
assistant  to  the  chairman  of  the  Administrative  Conference  of  the  United  States.  He  has  been  involved  in  the  CSCE 
process  for  fifteen  years,  recently  focusing  on  the  development  of  CSCE  principles  on  the  rule  of  law.  He  received  his 
J.D.  from  American  University. 
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David  Little  is  a  senior  scholar  concentrating  on  issues  of  religion,  human  rights,  and  ethics.  In  this  capacity,  he  directs 
the  Institute's  working  group  on  religion,  ideology,  and  peace.  Dr.  Little  previously  was  an  Institute  fellow.  He  was 
professor  of  religious  studies  at  the  University  of  Virginia  and  has  held  teaching  positions  at  Harvard  University  and 
Yale  University,  and  fellowships  at  Amherst  College,  Brown  University,  the  University  of  Colorado,  and  Haverford 
College.  He  is  the  author  of  numerous  books,  including  Religion,  Order  and  Law;  American  Foreign  Policy  and  Moral 
Rhetoric;  Comparative  Religious  Ethics;  and  Human  Rights  and  the  Conflict  of  Values,  and  has  contributed  to  a  number 
of  edited  volumes  and  journals.  He  is  also  author  of  two  Institute-published  books,  Ukraine:  The  Legacy  of  Intolerance 
and  Sn'  Lanka:  The  Invention  of  Enmity.  Dr.  Little  received  his  D.Th.  from  Harvard  University  and  has  graduate 
training  in  the  philosophy  of  law  and  ethics. 

Michael  S.  Lund  is  a  senior  scholar  focusing  on  preventive  diplomacy.  Previously,  he  served  as  director  of  the 
Institute's  Jennings  Randolph  Fellowship  Program.  Dr.  Lund  is  a  former  Peace  Corps  volunteer,  professor  of  government 
and  public  policy,  and  public  policy  analyst  at  the  Urban  Institute  and  several  federal  agencies.  His  teaching, 
research,  and  publications  have  focused  on  political  development,  especially  in  Western  Europe  and  Africa;  public 
policymaking  and  administration  in  the  United  States  and  elsewhere;  the  evaluation  of  public  policy  performance;  and 
the  relationship  between  research  and  the  policy  process.  Dr.  Lund  is  coeditor  of  The  Reagan  Presidency  and  The 
Governing  of  America  and  Beyond  Privatization:  The  Tools  of  Government  Action.  He  holds  a  Ph.D.  in  political 
science  from  the  University  of  Chicago. 

Charles  E.  Nelson  is  vice  president  for  management  and  finance  and  coordinator  of  Institute  activities  on  Latin 
America.  Mr.  Nelson  previously  served  as  vice  president  of  an  American  export  trading  company  conducting  business 
with  Latin  America.  Previously,  he  was  an  executive  in  the  RAND  Corporation's  housing  and  civil  justice  programs. 
He  also  worked  as  a  lawyer,  manager,  and  senior  administrator  in  the  United  States  Agency  for  International 
Development  and  in  a  private  consulting  firm  on  economic  and  social  development  programs  in  the  Middle  East,  Africa 
and  Latin  America.  Mr.  Nelson  holds  a  LL.B.  from  Harvard  Law  School;  has  completed  graduate  courses  at  the  London 
School  of  Economics;  and  is  a  graduate  of  the  National  War  College. 

David  R.  Smock  is  director  of  the  Grant  Program.  Dr.  Smock  was  a  staff  member  of  the  Ford  Foundation  from  1964  to 
1980,  serving  in  Nigeria,  Ghana,  Kenya,  and  Lebanon,  as  well  as  in  New  York.  From  1975  to  1980,  he  served  as  director 
of  the  South  African  Education  Program,  a  scholarship  program  that  brings  black  South  African  students  to  U.S. 
universities.  During  that  time  he  was  also  vice  president  for  program  development  and  research  for  the  Institute  of 
International  Education  in  New  York.  From  1986  to  1989  he  was  executive  associate  to  the  president  of  the  United 
Church  of  Christ,  after  which  he  became  executive  director  of  International  Voluntary  Services,  supervising 
development  projects  in  Africa,  Asia,  and  Latin  America.  Dr.  Smock  is  editor  of  Making  War  and  Waging  Peace: 
Foreign  Intervention  in  Africa  (1993)  and  author  of  Religious  Perspectives  on  War:  Christian,  Muslim,  and  Jewish 
Attitudes  Toward  Force  After  the  Gulf  War.  He  received  a  Ph.D.  in  anthropology  from  Cornell  University  and  holds 
an  M.Div.  from  New  York  Theological  Seminary. 

Daniel  R.  Snodderly  is  acting  director  of  publications  and  marketing.  He  joined  the  Institute  in  1990,  with  primary 
responsibility  for  development  of  the  book  program.  Previously  he  worked  as  an  editor  at  Encyclopaedia  Britannica, 
Cornell  University  Press,  and  the  Ithaca  College  Office  of  Public  Information.  The  author  of  numerous  articles  and  one 
book,  he  holds  an  B.A.  degree  in  history  from  Harvard  University. 

Richard  H.  Solomon  became  president  of  the  Institute  in  September  1993,  having  most  recently  served  as  assistant 
secretary  of  state  for  East  Asian  and  Pacific  Affairs  (1989-92)  and  U.S.  ambassador  to  the  Philippines  (1992-93).  As 
assistant  secretary,  Dr.  Solomon  negotiated  the  first  UN  "Permanent  Five"  peacemaking  agreement  for  Cambodia,  had 
a  leading  role  in  the  dialogue  on  nuclear  issues  among  the  United  States  and  North  and  South  Korea,  helped  establish 
the  Asia-Pacific  Economic  Cooperation  (APEC)  initiative,  and  led  U.S.  negotiations  with  Japan,  Mongolia;  and 
Vietnam  on  important  bilateral  matters.  In  the  Philippines,  he  coordinated  the  closure  of  the  U.S.  naval  bases  and 
developed  a  new  framework  for  bilateral  and  regional  security  cooperation.. Dr.  Solomon  previously  served  as  director 
of  policy  planning  at  the  Department  of  State  (1986-89)  and  senior  staff  member  at  the  National  Security  Council 
(1971-76),  where  he  was  involved  in  the  process  of  normalizing  relations  with  the  People's  Republic  of  China.  From 
1976  to  1986  he  was  head  of  the  social  science  department  at  the  RAND  Corporation.  He  began  his  career  as  a  professor 
of  political  science  at  the  University  of  Michigan  (1966-71).  Dr.  Solomon  has  written  five  books,  including  Mao's 
Revolution  and  Chinese  Political  Culture  (1971),  A  Revolution  Is  Not  a  Dinner  Party  (1976),  The  China  Factor  (1979), 
and  Nuclear  Dilemmas  and  Asian  Security  (1986).  He  earned  a  Ph.D.  in  political  science  from  the  Massachusetts 
Institute  of  Technology. 


Margarita  S.  Studemeister  is  director  of  the  Jeannette  Rankin  Library  Program.  Previously,  she  was  the  director  of 
publications  at  the  National  Security  Archive,  a  non-profit  library,  publishing  and  research  organization  for 
declassified  government  documents,  and  a  consultant  to  the  World  Bank.  Ms.  Studemeister  has  over  twenty  years  of 
experience  in  academic,  public,  and  special  libraries,  and  most  recently,  with  information  technology  projects.  She 
holds  M.A.'s  in  library  and  information  science,  and  social  science  with  an  emphasis  in  Latin  American  Studies,  from 
the  University  of  California  at  Berkeley  and  San  Francisco  State  University,  respectively.  She  has  taught  computer 
programming  and  database  searching  at  the  college  level  and  for  international  institutions. 
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THE  UNITED  STATES  INSTITUTE  OF  PEACE 
ACT 


Title  XVII  of  the  Defense  Authorization  Act  of  1985,  Public  Law  No.  98-525  (Oct.  19,  1984),  98 
Stat.  2492,  2649,  22  U.S.C.  4601^611,  as  amended. 


SHORT  TITLE 

Sec.  1701.  This  title  may  be  cited  as  the  "United  States  Institute  of  Peace  Act". 

DECLARATION  OF  FINDINGS  AND  PURPOSES 

Section  1702.  (a)  The  Congress  finds  and  declares  that — 

(1)  a  living  institution  embodying  the  heritage,  ideals,  and  concerns  of  the  American 
people  for  peace  would  be  a  significant  response  to  the  deep  public  need  for  the  Nation  to 
develop  fully  a  range  of  effective  options,  in  addition  to  armed  capacity,  that  can  leash 
international  violence  and  manage  international  conflict; 

(2)  people  throughout  the  world  are  fearful  of  nuclear  war,  are  divided  by  war  and 
threats  of  war,  are  experiencing  social  and  cultural  hostilities  from  rapid  international  change 
and  real  and  perceived  conflicts  over  interests,  and  are  diverted  from  peace  by  the  lack  of 
problem-solving  skills  for  dealing  with  such  conflicts; 

(3)  many  potentially  destructive  conflicts  among  nations  and  peoples  have  been  resolved 
constructively  and  with  cost  efficiency  at  the  international,  national,  and  community  levels 
through  proper  use  of  such  techniques  as  negotiation,  conciliation,  mediation,  and  arbitration; 

(4)  there  is  a  national  need  to  examine  the  disciplines  in  the  social,  behavioral,  and 
physical  sciences  and  the  arts  and  humanities  with  regard  to  the  history,  nature,  elements,  and 
future  of  peace  processes,  and  to  bring  together  and  develop  new  and  tested  techniques  to 
promote  peaceful  economic,  political,  social,  and  cultural  relations  in  the  world; 

(5)  existing  institutions  providing  programs  in  international  affairs,  diplomacy,  conflict 
resolution,  and  peace  studies  are  essential  to  further  development  of  techniques  to  promote 
peaceful  resolution  of  international  conflict,  and  the  peacemaking  activities  of  people  in  such 
institutions,  government,  private  enterprise,  and  voluntary  associations  can  be  strengthened  by 
a  national  institution  devoted  to  international  peace  research,  education  and  training,  and 
information  services; 

(6)  there  is  a  need  for  Federal  leadership  to  expand  and  support  the  existing  international 
peace  and  conflict  resolution  efforts  of  the  Nation  and  to  develop  new  comprehensive  peace 
education  and  training  programs,  basic  and  applied  research  projects,  and  programs  providing 
peace  information; 

(7)  the  Commission  on  Proposals  for  the  National  Academy  of  Peace  and  Conflict 
Resolution,  created  by  the  Education  Amendments  of  1978,  recommended  establishing  an 
academy  as  a  highly  desirable  investment  to  further  the  Nation's  interest  in  promoting 
international  peace; 

(8)  an  institute  strengthening  and  symbolizing  the  fruitful  relation  between  the  world  of 
learning  and  the  world  of  public  affairs,  would  be  the  most  efficient  and  immediate  means  for 
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the  Nation  to  enlarge  its  capacity  to  promote  the  peaceful  resolution  of  international  conflicts; 
and 

(9)  the  establishment  of  such  an  institute  is  an  appropriate  investment  by  the  people  of 
this  Nation  to  advance  the  history,  science,  art,  and  practice  of  international  peace  and  the 
resolution  of  conflicts  among  nations  without  the  use  of  violence. 

(b)  It  is  the  purpose  of  this  title  to  establish  an  independent,  nonprofit,  national  institute  to 
serve  the  people  and  the  Government  through  the  widest  possible  range  of  education  and 
training,  basic  and  applied  research  opportunities,  and  peace  information  services  on  the  means 
to  promote  international  peace  and  the  resolution  of  conflicts  among  the  nations  and  peoples  of 
the  world  without  recourse  to  violence. 

DEFINITIONS 

Sec.  1703.  As  used  in  this  title,  the  term— 

( 1 )  "Institute"  means  the  United  States  Institute  of  Peace  established  by  this  title;  and 

(2)  "Board"  means  the  Board  of  Directors  of  the  Institute. 

ESTABLISHMENT  OF  THE  INSTITUTE 

Sec.  1704.  (a)  There  is  hereby  established  the  United  States  Institute  of  Peace. 

(b)  The  Institute  is  an  independent  nonprofit  corporation  and  an  organization  described  in 
section  170(c)(2)(B)  of  the  Internal  Revenue  Code  of  1954.  The  Institute  does  not  have  the  power 
to  issue  any  shares  of  stock  or  to  declare  or  pay  any  dividends. 

(c)  As  determined  by  the  Board,  the  Institute  may  establish,  under  the  laws  of  the  District  of 
Columbia,  a  legal  entity  which  is  capable  of  receiving,  holding,  and  investing  public  funds  for 
purposes  in  furtherance  of  the  Institute  under  this  title.  The  Institute  may  designate  such  legal 
entity  as  the  "Endowment  of  the  United  States  Institute  of  Peace". 

(d)  The  Institute  is  liable  for  the  acts  of  its  directors,  officers,  employees,  and  agents  when 
acting  within  the  scope  of  their  authority. 

(e)  (1)  The  Institute  has  the  sole  and  exclusive  right  to  use  and  to  allow  or  refuse  others  to  use 
the  terms  "United  States  Institute  of  Peace",  "Jennings  Randolph  Program  for  International 
Peace",  "Spark  M.  Matsunaga  Medal  of  Peace",  and  "Endowment  of  the  United  States  Institute 
of  Peace"  and  the  use  of  any  official  United  States  Institute  of  Peace  emblem,  badge,  seal,  and 
other  mark  or  recognition  or  any  colorable  simulation  thereof.  No  powers  or  privileges  hereby 
granted  shall  interfere  or  conflict  with  established  or  vested  rights  secured  as  of  September  1, 
1981. 

(2)  Notwithstanding  any  other  provision  of  this  title,  the  Institute  may  use  "United 
States"  or  "U.S."  or  any  other  reference  to  the  United  States  Government  or  Nation  in  its  title  or 
in  its  corporate  seal,  emblem,  badge,  or  other  mark  of  recognition  or  colorable  simulation 
thereof  in  any  fiscal  year  only  if  there  is  an  authorization  of  appropriations  for  the  Institute 
for  such  fiscal  year  provided  by  law. 
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POWERS  AND  DUTIES 

Sec.  1705.  (a)  The  Institute  may  exercise  the  powers  conferred  upon  a  nonprofit  corporation  by 
the  District  of  Columbia  Nonprofit  Corporation  Act  consistent  with  this  title,  except  for  section 
5(o)  of  the  District  of  Columbia  Nonprofit  Corporation  Act  (D.C.  Code,  sec.  29-1005(o)). 

(b)    The  Institute,  acting  through  the  Board,  may — 

(1)  establish  a  Jennings  Randolph  Program  for  International  Peace  and  appoint,  for 
periods  up  to  two  years,  scholars  and  leaders  in  peace  from  the  United  States  and  abroad  to 
pursue  scholarly  inquiry  and  other  appropriate  forms  of  communication  on  international  peace 
and  conflict  resolution  and,  as  appropriate,  provide  stipends,  grants,  fellowships,  and  other 
support  to  the  leaders  and  scholars; 

(2)  enter  into  formal  and  informal  relationships  with  other  institutions,  public  and 
private,  for  purposes  not  inconsistent  with  this  title; 

(3)  establish  a  Jeannette  Rankin  Research  Program  on  Peace  to  conduct  research  and  make 
studies,  particularly  of  an  interdisciplinary  or  of  a  multi-disciplinary  nature,  into  the  causes  of 
war  and  other  international  conflicts  and  the  elements  of  peace  among  the  nations  and  peoples 
of  the  world,  including  peace  theories,  methods,  techniques,  programs,  and  systems,  and  into 
the  experiences  of  the  United  States  and  other  nations  in  resolving  conflicts  with  justice  and 
dignity  and  without  violence  as  they  pertain  to  the  advancement  of  international  peace  and 
conflict  resolution,  placing  particular  emphasis  on  realistic  approaches  to  past  successes  and 
failures  in  the  quest  for  peace  and  arms  control  and  utilizing  to  the  maximum  extent  possible 
United  States  Government  documents  and  classified  materials  from  the  Department  of  State, 
the  Department  of  Defense,  the  Arms  Control  and  Disarmament  Agency,  and  the  intelligence 
community; 

(4)  develop  programs  to  make  international  peace  and  conflict  resolution  research, 
education,  and  training  more  available  and  useful  to  persons  in  government,  private  enterprise, 
and  voluntary  associations,  including  the  creation  of  handbooks  and  other  practical  materials; 

(5)  provide,  promote,  and  support  peace  education  and  research  programs  at  graduate  and 
postgraduate  levels; 

(6)  conduct  training,  symposia,  and  continuing  education  programs  for  practitioners, 
policymakers,  policy  implementers,  and  citizens  and  noncitizens  directed  to  developing  their 
skills  in  international  peace  and  conflict  resolution; 

(7)  develop,  for  publication  or  other  public  communication,  and  disseminate,  the  carefully 
selected  products  of  the  Institute; 

(8)  establish  a  clearinghouse  and  other  means  for  disseminating  information,  including 
classified  information  that  is  properly  safeguarded,  from  the  field  of  peace  learning  to  the 
public  and  to  government  personnel  with  appropriate  security  clearances; 

(9)  secure  directly,  upon  request  of  the  president  of  the  Institute  to  the  head  of  any 
Federal  department  or  agency  and  in  accordance  with  section  552  of  title  5,  United  States  Code 
(relating  to  freedom  of  information),  information  necessary  to  enable  the  Institute  to  carry  out 
the  purposes  of  this  title  if  such  release  of  the  information  would  not  unduly  interfere  with  the 
proper  function  of  a  department  or  agency,  including  classified  information  if  the  Institute  staff 
and  members  of  the  Board  who  have  access  to  such  classified  information  obtain  appropriate 
security  clearances  from  the  Department  of  Defense  and  the  Department  of  State;  and 

(10)  establish  the  Spark  M.  Matsunaga  Scholars  Program,  which  shall  include  the 
provision  of  scholarships  and  educational  programs  in  international  peace  and  conflict 
management  and  related  fields  for  outstanding  secondary  school  students  and  the  provision  of 
scholarships  to  outstanding  undergraduate  students,  with  program  participants  and  recipients 
of  such  scholarships  to  be  known  as  "Spark  M.  Matsunaga  Scholars". 
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(c)(1)(A)  The  Institute,  acting  through  the  Board,  may  each  year  make  an  award  to  such  person 
or  persons  who  it  determines  have  contributed  in  extraordinarily  ways  to  peace  among  the 
nations  and  peoples  of  the  world,  giving  special  attention  to  contributions  that  advance 
society's  knowledge  and  skill  in  peacemaking  and  conflict  management.  The  award  shall 
include  the  public  presentation  to  such  person  or  persons  of  the  Spark  M.  Matsunaga  Medal  of 
Peace  and  a  cash  award  in  an  amount  of  not  to  exceed  $25,000  for  any  recipient. 

(B)(i)  The  Secretary  of  the  Treasury  shall  strike  the  Spark  M.  Matsunaga  Medal  of  Peace 
with  suitable  emblems,  devices,  and  inscriptions  which  capture  the  goals  for  which  the  Medal 
is  presented.  The  design  of  the  medals  shall  be  determined  by  the  Secretary  of  the  Treasury  in 
consultation  with  the  Board  and  the  Commission  of  Fine  Arts. 

( i  i )  The  Spark  M.  Matsunaga  Medal  of  Peace  shall  be  struck  in  bronze  and  in  the  size 
determined  by  the  Secretary  of  the  Treasury  in  consultation  with  the  Board. 

(iii)  The  appropriate  account  of  the  Treasury  of  the  United  States  shall  be  reimbursed 
for  costs  incurred  in  carrying  out  this  subparagraph  out  of  funds  appropriated  pursuant  to  section 
1710(a)(1). 

(2)  The  Board  shall  establish  an  advisory  panel  composed  of  persons  eminent  in 
peacemaking,  diplomacy,  public  affairs,  and  scholarship,  and  such  advisory  panel  shall 
advise  the  Board  during  its  consideration  of  the  selection  of  the  recipient  of  the  award. 

(3)  The  Institute  shall  inform  the  Committee  on  Foreign  Relations  and  the  Committee  on 
Labor  and  Human  Resources  of  the  Senate  and  the  Committee  on  Foreign  Affairs  and  the 
Committee  on  Education  and  Labor  of  the  House  of  Representatives  about  the  selection 
procedures  it  intends  to  follow,  together  with  any  other  matters  relevant  to  making  the  award 
and  emphasizing  its  prominence  and  significance. 

(d)  The  Institute  may  undertake  extension  and  outreach  activities  under  this  title  by  making 
grants  and  entering  into  contracts  with  institutions  of  postsecondary,  community,  secondary,  and 
elementary  education  (including  combinations  of  such  institutions),  with  public  and  private 
educational,  training,  or  research  institutions  (including  the  American  Federation  of  Labor-the 
Congress  of  Industrial  Organizations)  and  libraries,  and  with  public  departments  and  agencies 
(including  State  and  territorial  departments  of  education  and  of  commerce).  No  grant  may  be 
made  to  an  institution  unless  it  is  a  nonprofit  or  official  public  institution,  and  at  least  one- 
fourth  of  the  Institute's  annual  appropriations  shall  be  paid  to  such  nonprofit  and  official 
public  institutions.  A  grant  or  contract  may  be  made  to — 

(1)  initiate,  strengthen,  and  support  basic  and  applied  research  on  international  peace 
and  conflict  resolution; 

(2)  promote  and  advance  the  study  of  international  peace  and  conflict  resolution  by 
educational,  training,  and  research  institutions,  department,  and  agencies; 

(3)  educate  the  Nation  about  and  educate  and  train  individuals  in  peace  and  conflict 
resolution  theories,  methods,  techniques,  programs,  and  systems; 

(4)  assist  the  Institute  in  its  publication,  clearinghouse,  and  other  information  services 
programs; 

(5)  assist  the  Institute  in  the  study  of  conflict  resolution  between  free  trade  unions  and 
Communist-dominated  organizations  in  the  context  of  the  global  struggle  for  the  protection  of 
human  rights;  and 

(6)  promote  the  other  purposes  of  this  title. 

(e)  The  Institute  may  respond  to  the  request  of  a  department  or  agency  of  the  United  States 
Government  to  investigate,  examine,  study,  and  report  on  any  issue  within  the  Institute's 
competence,  including  the  study  of  past  negotiating  histories  and  the  use  of  classified 
materials. 
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(f)  The  Institute  may  enter  into  contracts  for  the  proper  operation  of  the  Institute. 

(g)  The  Institute  may  fix  the  duties  of  its  officers,  employees,  and  agents,  and  establish  such 
advisory  committees,  councils,  or  other  bodies,  as  the  efficient  administration  of  the  business 
and  purposes  of  the  Institute  may  require. 

(h)  (1)  Except  as  provided  in  paragraphs  (2)  and  (3),  the  Institute  may  obtain  grants  and 
contracts,  including  contracts  for  classified  research  for  the  Department  of  State,  the 
Department  of  Defense,  the  Arms  Control  and  Disarmament  Agency,  and  the  intelligence 
community,  and  receive  gifts  and  contributions  from  government  at  all  levels. 

(2)  The  Institute  and  the  legal  entity  described  in  section  1704(c)  may  not  accept  any 
gift,  contribution,  or  grant  from  a  foreign  government,  any  agency  or  instrumentality  of  such 
government,  any  international  organization,  or  any  a  corporation  or  other  legal  entity  in  which 
natural  persons  who  are  nationals  of  a  foreign  country  own,  directly  or  indirectly,  more  than  50 
percent  of  the  outstanding  capital  stock  or  other  beneficial  interest  in  such  legal  entity. 

(3)  Notwithstanding  any  other  provision  of  this  title,  the  Institute  and  the  legal 
entity  described  in  section  1704(c)  may  not  obtain  any  grant  or  contract  or  receive  any  gift  or 
contribution  from  any  private  agency,  organization,  corporation  or  other  legal  entity, 
institution,  or  individual,  except  such  Institute  or  legal  entity  may  accept  such  a  gift  or 
contribution  to-- 

(A)  purchase,  lease  for  purchase,  or  otherwise  acquire,  construct,  improve,  furnish, 
or  maintain  a  suitable  permanent  headquarters,  any  related  facility,  or  any  site  or  sites  for  such 
facilities  for  the  Institute  and  the  legal  entity  described  in  section  1704(c);  or 

(B)  provide  program-related  hospitality,  including  such  hospitality  connected 
with  the  presentation  of  the  Spark  M.  Matsunaga  Medal  of  Peace. 

( i )  The  Institute  may  charge  and  collect  subscription  fees  and  develop,  for  publication  or  other 
public  communication,  and  disseminate,  periodicals  and  other  materials. 

(j)  The  Institute  may  charge  and  collect  fees  and  other  participation  costs  from  persons  and 
institutions  participating  in  the  Institute's  direct  activities  authorized  in  subsection  (b). 

(k)  The  Institute  may  sue  and  be  sued,  complain,  and  defend  in  any  court  of  competent 
jurisdiction. 

(1)  The  Institute  may  adopt,  alter,  use,  and  display  a  corporate  seal,  emblem,  badge,  and 
other  mark  of  recognition  and  colorable  simulations  thereof. 

(m)  The  Institute  may  do  any  and  all  lawful  acts  and  things  necessary  or  desirable  to  carry  out 
the  objectives  and  purposes  of  this  title. 

(n)  The  Institute  shall  not  itself  undertake  to  influence  the  passage  or  defeat  of  any 
legislation  by  the  Congress  of  the  United  States  or  by  any  State  or  local  legislative  bodies,  or 
by  the  United  Nations,  except  that  the  personnel  of  the  Institute  may  testify  or  make  other 
appropriate  communication  when  formally  requested  to  do  so  by  a  legislative  body,  a 
committee,  or  a  member  thereof. 

(o)  The  Institute  may  obtain  administrative  support  services  from  the  Administrator  of 
General  Services  on  a  reimbursable  basis. 
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BOARD  OF  DIRECTORS 

Sec.  1706  (a)  The  powers  of  the  Institute  shall  be  vested  in  a  Board  of  Directors  unless 
otherwise  specified  in  this  title. 

(b)  The  Board  shall  consist  of  fifteen  voting  members  as  follows: 

(1)  The  Secretary  of  State  (or  if  the  Secretary  so  designates,  another  officer  of  the 
Department  of  State  who  was  appointed  with  the  advice  and  consent  of  the  Senate). 

(2)  The  Secretary  of  Defense  (of  if  the  Secretary  so  designates,  another  officer  of  the 
Department  of  Defense  who  was  appointed  with  the  advice  and  consent  of  the  Senate). 

(3)  The  Director  of  the  Arms  Control  and  Disarmament  Agency  (or  if  the  Director  so 
designates,  another  officer  of  that  Agency  who  was  appointed  with  the  advice  and  consent  of 
the  Senate). 

(4)  The  president  of  the  National  Defense  University  (or  if  the  president  so  designates, 
the  vice  president  of  the  National  Defense  University). 

(5)  Eleven  individuals  appointed  by  the  President,  by  and  with  the  advice  and  consent  of 
the  Senate. 

(c)  Not  more  than  eight  voting  members  of  the  Board  (including  members  described  in 
paragraphs  (1)  through  (4)  of  subsection  (b))  may  be  members  of  the  same  political  party. 

(d)  (1)  Each  individual  appointed  to  the  Board  under  subsection  (b)(5)  shall  have 
appropriate  practical  or  academic  experience  in  peace  and  conflict  resolution  efforts  of  the 
United  States. 

(2)  Officers  and  employees  of  the  United  States  Government  may  not  be  appointed  to  the 
Board  under  subsection  (b)(5). 

(e)  (1)  Members  of  the  Board  appointed  under  subsection  (b)(5)  shall  be  appointed  to  four  year 
terms,  except  that — 

(A)  the  term  of  six  of  the  members  initially  appointed  shall  be  two  years,  as 
designated  by  the  President  at  the  time  of  their  nomination; 

( B )  a  member  may  continue  to  serve  until  his  or  her  successor  is  appointed;  and 

(C)  a  member  appointed  to  replace  a  member  whose  term  has  not  expired  shall  be 
appointed  to  serve  the  remainder  of  that  term. 

(2)  The  terms  of  the  members  of  the  Board  initially  appointed  under  subsection  (b)(5) 
shall  begin  on  January  20,  1985,  and  subsequent  terms  shall  begin  upon  the  expiration  of  the 
preceding  term,  regardless  of  when  a  member  is  appointed  to  fill  that  term. 

(3)  The  President  may  not  nominate  an  individual  for  appointment  to  the  Board  under 
subsection  (b)(5)  prior  to  January  20,  1985,  but  shall  submit  the  names  of  eleven  nominees  for 
initial  Board  membership  under  subsection  (b)(5)  not  later  than  ninety  days  after  that  date.  If 
the  Senate  rejects  such  a  nomination  or  if  such  nomination  is  withdrawn,  the  President  shall 
submit  the  name  of  a  new  nominee  within  fifteen  days. 

(4)  An  individual  appointed  as  a  member  of  the  Board  under  subsection  (b)(5)  may  not  be 
appointed  to  more  than  two  terms  on  the  Board. 

(f)  A  member  of  the  Board  appointed  under  subsection  (b)(5)  may  be  removed  by  the 
President — 

(1)  in  consultation  with  the  Board,  for  conviction  of  a  felony,  malfeasance  in  office, 
persistent  neglect  of  duties,  or  inability  to  discharge  duties; 

( 2 )  upon  the  recommendation  of  eight  voting  members  of  the  Board;  or 
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(3)  upon  the  recommendation  of  a  majority  of  the  members  of  the  Committee  on  Foreign 
Affairs  and  the  Committee  on  Education  and  Labor  of  the  House  of  Representatives  and  a 
majority  of  the  members  of  the  Committee  on  Foreign  Relations  and  the  Committee  on  Labor  and 
Human  Resources  of  the  Senate. 

A  recommendation  made  in  accordance  with  paragraph  (2)  may  be  made  only  pursuant  to 
action  taken  at  a  meeting  of  the  Board,  which  may  be  closed  pursuant  to  the  procedures  of 
subsection  (h)(3).  Only  members  who  are  present  may  vote.  A  record  of  the  vote  shall  be 
maintained.  The  President  shall  be  informed  immediately  by  the  Board  of  the 
recommendation. 

(g)  No  member  of  the  Board  may  participate  in  any  decision,  action,  or  recommendation  with 
respect  to  any  matter  which  directly  and  financially  benefits  the  member  or  pertains 
specifically  to  any  public  body  or  any  private  or  nonprofit  firm  or  organization  with  which  the 
member  is  then  formally  associated  or  has  been  formally  associated  within  a  period  of  two 
years,  except  that  this  subsection  shall  not  be  construed  to  prohibit  an  ex  officio  member  of  the 
Board  from  participation  in  actions  of  the  Board  which  pertain  specifically  to  the  public  body 
of  which  the  member  is  an  officer. 

( h )   Meetings  of  the  Board  shall  be  conducted  as  follows: 

(1)  The  President  shall  stipulate  by  name  the  nominee  who  shall  be  the  first  Chairman  of 
the  Board.  The  first  Chairman  shall  serve  for  a  term  of  three  years.  Thereafter,  the  Board 
shall  elect  a  Chairmen  every  three  years  from  among  the  directors  appointed  by  the  President 
under  subsection  (b)(5)  and  may  elect  a  Vice  Chairman  if  so  provided  by  the  Institute's  bylaws. 

(2)  The  Board  shall  meet  at  least  semiannually,  at  any  time  pursuant  to  the  call  of  the 
Chairman,  or  as  requested  in  writing  to  the  Chairman  by  at  least  five  members  of  the  Board.  A 
majority  of  the  members  of  the  Board  shall  constitute  a  quorum  for  any  Board  meeting. 

(3)  All  meetings  of  the  Board  shall  be  open  to  public  observation  and  shall  be  preceded  by 
reasonable  public  notice.  Notice  in  the  Federal  Register  shall  be  deemed  to  be  reasonable 
public  notice  for  purposes  of  the  preceding  sentence.  In  exceptional  circumstances,  the  Board 
may  close  portions  of  a  meeting,  upon  a  majority  vote  of  its  members  present  and  with  the  vote 
taken  in  public  session,  which  are  likely  to  disclose  information  likely  to  affect  adversely  any 
ongoing  peace  proceeding  or  activity  or  to  disclose  information  or  matters  exempted  from  public 
disclosure  pursuant  to  subsection  (c)  of  section  552b  of  title  5,  United  States  Code. 

(i)  A  director  appointed  by  the  President  under  subsection  (b)(5)  shall  be  entitled  to  receive 
the  daily  equivalent  of  the  annual  rate  of  basic  pay  in  effect  for  grade  GS-18  of  the  General 
Schedule  under  section  5332  of  title  5,  United  States  Code,  for  each  day  during  which  the 
director  is  engaged  in  the  performance  of  duties  as  a  member  of  the  Board. 

(j)  While  away  from  his  home  or  regular  place  of  business  in  the  performance  of  duties  for  the 
Institute,  a  director  shall  be  allowed  travel  expenses,  including  a  per  diem  in  lieu  of  subsistence, 
not  to  exceed  the  expenses  allowed  persons  employed  intermittently  in  Government  service 
under  section  5703(b)  of  title  5,  United  States  Code. 

OFFICERS  AND  EMPLOYEES 

Sec.  1707.  (a)  The  Board  she  i  appoint  the  president  of  the  Institute  and  such  other  officers  as 
the  Board  determines  to  be  necessary.  The  president  of  the  Institute  shall  be  a  nonvoting  ex 
officio  member  of  the  Board.  All  officers  shall  serve  at  the  pleasure  of  the  Board.  The 
president  shall  be  appointed  for  an  explicit  term  of  years.  Notwithstanding  any  other 
provision  of  law  limiting  the  payment  of  compensation,  the  president  and  other  officers 
appointed  by  the  Board  shall  be  compensated  at  rates  determined  by  the  Board,  but  no  greater 
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than  that  payable  for  level  I  of  the  Executive  Schedule  under  chapter  53  of  title  5,  United 
States  Code. 

(b)  Subject  to  the  provisions  of  section  1705(h)(3),  the  Board  shall  authorize  the  president  and 
other  officials  or  employees  it  designates  to  receive  and  disburse  public  moneys,  obtain  and 
make  grants,  enter  into  contracts,  establish  and  collect  fees,  and  undertake  all  other  activities 
for  the  efficient  and  proper  functioning  of  the  Institute. 

(c)  The  president,  subject  to  the  Institute's  bylaws  and  general  policies  established  by  the 
Board,  may  appoint,  fix  the  compensation  of,  and  remove  such  employees  of  the  Institute  as  the 
president  determines  necessary  to  carry  out  the  purposes  of  the  Institute.  In  determining 
employee  rates  of  compensation,  the  president  shall  be  governed  by  the  provisions  of  title  5, 
United  States  Code,  relating  to  classification  and  General  Schedule  pay  rates. 

(d)  (1)  The  President  may  request  the  assignment  of  any  Federal  officer  or  employee  to  the 
Institute  by  an  appropriate  department,  agency,  or  congressional  official  or  Member  of  Congress 
and  may  enter  into  an  agreement  for  such  assignment,  if  the  affected  officer  or  employee  agrees 
to  such  assignment  and  such  assignment  causes  no  prejudice  to  the  salary,  benefits,  status,  or 
advancement  within  the  department,  agency,  or  congressional  staff  of  such  officer  or  employee. 

(2)  The  Secretary  of  State,  the  Secretary  of  Defense,  the  Director  of  the  Arms  Control  and 
Disarmament  Agency,  and  the  Director  of  Central  Intelligence  each  may  assign  officers  and 
employees  of  his  respective  department  or  agency,  on  a  rotating  basis  to  be  determined  by  the 
Board,  to  the  Institute  if  the  affected  officer  or  employee  agrees  to  such  assignment  and  such 
assignment  causes  no  prejudice  to  the  salary,  benefits,  status,  or  advancement  within  the 
respective  department  or  agency  of  such  officer  or  employee. 

(e)  No  officer  or  full-time  employee  of  the  Institute  may  receive  any  salary  or  other 
compensation  for  services  from  any  source  other  than  the  Institute  during  the  officer's  or 
employee's  period  of  employment  by  the  Institute,  except  as  authorized  by  the  Board. 

(f)  (1)  Officers  and  employees  of  the  Institute  shall  not  be  considered  officers  and  employees 
of  the  Federal  Government  except  for  purposes  of  the  provisions  of  title  28,  United  States  Code, 
which  relate  to  Federal  tort  claims  liability,  and  the  provisions  of  title  5,  United  States  code, 
which  relate  to  compensation  and  benefits,  including  the  following  provisions:  chapter  51 
(relating  to  classification);  subchapters  I  and  III  of  chapter  53  (relating  to  pay  rates); 
subchapter  I  of  chapter  81  (relating  to  compensation  for  work  injuries);  chapter  83  (relating  to 
civil  service  retirement);  chapter  87  (relating  to  life  insurance);  and  chapter  89  (relating  to 
health  insurance).  The  Institute  shall  make  contributions  at  the  same  rates  applicable  to 
agencies  of  the  Federal  Government  under  the  provisions  of  title  5  referred  to  in  this  section. 

(2)  The  Institute  shall  not  make  long-term  commitments  to  employees  that  are  inconsistent 
with  rules  and  regulations  applicable  to  Federal  employees. 

(g)  No  part  of  the  financial  resources,  income,  or  assets  of  the  Institute  or  of  any  legal  entity 
created  by  the  Institute  shall  inure  to  any  agent,  employee,  officer,  or  director  or  be 
distributable  to  any  such  person  during  the  life  of  the  corporation  or  upon  dissolution  or  final 
liquidation.  Nothing  in  this  section  may  be  construed  to  prevent  the  payment  of  reasonable 
compensation  for  services  or  expenses  to  the  directors,  officers,  employees,  and  agents  of  the 
Institute  in  amounts  approved  in  accordance  with  the  provisions  of  this  title. 

(h)  The  Institute  shall  not  make  loans  to  its  directors,  officers,  employees,  or  agents,  or  to  any 
legal  entity  created  by  the  Institute.  A  director,  officer,  employee,  or  agent  who  votes  for  or 
assents  to  the  making  of  a  loan  or  who  participates  in  the  making  of  a  loan  shall  be  jointly  and 
severally  liable  to  the  Institute  for  the  amount  of  the  loan  until  repayment  thereof. 
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PROCEDURES  AND  RECORDS 

Sec.  1708.  (a)  The  Institute  shall  monitor  and  evaluate  and  provide  for  independent  evaluation 
if  necessary  of  programs  supported  in  whole  or  in  part  under  this  title  to  ensure  that  the 
provisions  of  this  title  and  the  bylaws,  rules,  regulations,  and  guidelines  promulgated  pursuant 
to  this  title  are  adhered  to. 

(b)  The  Institute  shall  prescribe  procedures  to  ensure  that  grants,  contracts,  and  financial 
support  under  this  title  are  not  suspended  unless  the  grantee,  contractor,  or  person  or  entity 
receiving  financial  support  has  been  given  reasonable  notice  and  opportunity  to  show  cause  why 
the  action  should  not  be  taken. 

(c)  In  selecting  persons  to  participate  in  Institute  activities,  the  Institute  may  consider  a 
person's  practical  experience  or  equivalency  in  peace  study  and  activity  as  well  as  other  formal 
requirements. 

(d)  The  Institute  shall  keep  correct  and  complete  books  and  records  of  account,  including 
separate  and  distinct  accounts  of  receipts  and  disbursements  of  Federal  funds.  The  Institute's 
annual  financial  report  shall  identify  the  use  of  such  funding  and  shall  present  a  clear 
description  of  the  full  financial  situation  of  the  Institute. 

(e)  The  Institute  shall  keep  minutes  of  the  proceedings  of  its  Board  and  of  any  committees 
having  authority  under  the  Board. 

(f)  The  Institute  shall  keep  a  record  of  the  names  and  addresses  of  its  Board  members;  copies 
of  this  title,  of  any  other  Acts  relating  to  the  Institute,  and  of  all  Institute  bylaws,  rules, 
regulations,  and  guidelines;  required  minutes  of  proceedings;  a  record  of  all  applications  and 
proposals  and  issued  or  received  contracts  and  grants;  and  financial  records  of  the  Institute.  All 
items  required  by  this  subsection  may  be  inspected  by  any  Board  member  or  the  member's  agent 
or  attorney  for  any  proper  purpose  at  any  reasonable  time. 

(g)  The  accounts  of  the  Institute  shall  be  audited  annually  in  accordance  with  generally 
accepted  auditing  standards  by  independent  certified  public  accountants  certified  or  licensed  by 
a  regulatory  authority  of  a  State  or  other  political  subdivision  of  the  United  States  on  or  before 
December  31,  1970.  The  audit  shall  be  conducted  at  the  place  or  places  where  the  accounts  of 
the  Institute  are  normally  kept.  All  books,  accounts,  financial  records,  files,  and  other  papers, 
things  and  property  belonging  to  or  in  use  by  the  Institute  and  necessary  to  facilitate  the  audit 
shall  be  made  available  to  the  person  or  persons  conducting  the  audit,  and  full  facilities  for 
verifying  transactions  with  the  balances  or  securities  held  by  depositories,  fiscal  agents,  and 
custodians  shall  be  afforded  to  such  persons  or  persons. 

(h)  The  Institute  shall  provide  a  report  of  the  audit  to  the  President  and  to  each  House  of 
Congress  no  later  than  six  months  following  the  close  of  the  fiscal  year  for  which  the  audit  is 
made.  The  report  shall  set  forth  the  scope  of  the  audit  and  include  such  statements,  together 
with  the  independent  auditor's  opinion  of  those  statements,  as  are  necessary  to  present  fairly 
the  Institute's  assets  and  liabilities,  surplus  or  deficit,  with  reasonable  detail,  including  a 
statement  of  the  Institute's  income  and  expenses  during  the  year,  including  a  schedule  of  all 
contracts  and  grants  requiring  payments  in  excess  of  $5,000  and  any  payments  of  compensation, 
salaries,  or  fees  at  a  rate  in  excess  of  $5,000  per  year.  The  report  shall  be  produced  in  sufficient 
copies  for  the  public. 
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(i)  The  Institute  and  its  directors,  officers,  employees,  and  agents  shall  be  subject  to  the 
provisions  of  section  552  of  title  5,  United  States  Code  (relating  to  freedom  of  information). 

INDEPENDENCE  AND  LIMITATIONS 

Sec.  1709.  (a)  Nothing  in  mis  title  may  be  construed  as  limiting  the  authority  of  the  Office  of 
Management  and  Budget  to  review  and  submit  comments  on  the  Institute's  budget  request  at  the 
time  it  is  transmitted  to  the  Congress. 

(b)  No  political  test  or  political  qualification  may  be  used  in  selecting,  appointing,  promoting, 
or  taking  any  other  personnel  action  with  respect  to  any  officer,  employee,  agent,  or  recipient  of 
Institute  funds  or  services  or  in  selecting  or  monitoring  any  grantee,  contractor,  person,  or  entity 
receiving  financial  assistance  under  this  title. 

FUNDING 

Sec.  1710.  (a)(1)  IN  GENERAL.-For  the  purpose  of  carrying  out  this  title,  there  are  authorized 
to  be  appropriated  $15,000,000  for  fiscal  year  1993  and  such  sums  as  may  be  necessary  for  each  of 
the  4  succeeding  fiscal  years. 

(2)    AVAILABILITY.-Funds  appropriated  pursuant  to  the  authority  of  paragraph  (1) 
shall  remain  available  until  expended. 

(b)  The  Board  of  Directors  may  transfer  to  the  legal  entity  authorized  to  be  established  under 
section  1704(c)  any  funds  not  obligated  or  expended  from  appropriations  to  the  Institute  for  a 
fiscal  year,  and  such  funds  shall  remain  available  for  obligation  or  expenditure  for  the 
purposes  of  such  legal  entity  without  regard  to  fiscal  year  limitations.  Any  use  by  such  legal 
entity  of  appropriated  funds  shall  be  reported  to  each  House  of  Congress  and  to  the  President  of 
the  United  States. 

(c)  Any  authority  provided  by  this  title  to  enter  into  contracts  shall  be  effective  for  a  fiscal 
year  only  to  such  extent  or  in  such  amounts  as  are  provided  in  appropriation  Acts. 

DISSOLUTION  OR  LIQUIDATION 

Sec.  1711.  Upon  dissolution  or  final  liquidation  of  the  Institute  or  of  any  legal  entity  created 
pursuant  to  this  title,  all  income  and  assets  of  the  Institute  or  other  legal  entity  shall  revert  to 
the  United  States  Treasury. 

REPORTING  REQUIREMENT  AND  REQUIREMENT  TO  HOLD 
HEARINGS 

Sec.  1712.  Beginning  two  years  after  the  date  of  enactment  of  this  title,  and  at  intervals  of 
two  years  thereafter,  the  Chairman  of  the  Board  shall  prepare  and  transmit  to  the  Congress 
and  the  President  a  report  detailing  the  progress  the  Institute  has  made  in  carrying  out  the 
purposes  of  this  title  during  the  preceding  two-year  period.  The  President  shall  prepare  and 
transmit  to  the  Congress  within  a  reasonable  time  after  the  receipt  of  such  report  the  written 
comments  and  recommendations  of  the  appropriate  agencies  of  the  United  States  with  respect 
to  the  contents  of  such  report  and  their  recommendations  with  respect  to  any  legislation  which 
may  be  required  concerning  the  Institute.  After  receipt  of  such  report  by  the  Congress,  the 
Committee  on  Foreign  Affairs  and  the  Committee  on  Education  and  Labor  of  the  House  of 
Representatives  and  the  Committee  on  Foreign  Relations  and  the  Committee  on  Labor  and 
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Human   Resources   of   the   Senate   shall   hold   hearings   to   review   the   findings   and 
recommendations  of  such  report  and  the  written  comments  received  from  the  President 


United  States  Institute  of  Peace  Act— 12 


274 


APPENDIX 


The  United  States  Institute  of  Peace  Act  has  been  amended  five  times.    Following  is  a  brief 
history  of  the  changes  to  the  Act  to  date. 


The  Higher  Education  Technical  Amendments  Act  of  1986,  Pub.  L.  No.  99-498  (Oct.  17, 1986),  100 
Stat.  1612,  20  U.S.C.  4609  note,  authorized  appropriations  for  fiscal  years  1987  and  1988  at  the 
same  levels  originally  provided,  which  were  $6,000,000  for  the  fiscal  year  1985  and 
$10,000,000  for  the  fiscal  year  1986. 

SEC.  1601.  (a)  AUTHORIZATIONS  OF  APPROPRIATIONS.— 

(1)  The  first  sentence  of  section  1710(a)  of  the  United  States  Institute  of  Peace  Act  (22  U.  S. 
C.  4609(a)  is  amended— 

(A)  by  striking  out  "fiscal  year  1985"  and  inserting  in  lieu  thereof  "fiscal  year  1987"; 
and 

(B)  by  striking  out  "fiscal  year  1986"  and  inserting  in  lieu  thereof  "fiscal  year  1988". 

(2)  The  amendments  made  by  paragraph  (1)  shall  take  effect  on  October  1, 1987. 

(b)  AVAILABILITY  OF  FUNDS.— The  second  sentence  of  section  1710(a)  of  such  Act  (22 
U.S.C.  4609  (a))  is  amended  to  read  as  follows:  "Amounts  appropriated  under  this  section  are 
authorized  to  remain  available  to  the  Institute  until  expended." 


The  Higher  Education  Technical  Amendments  Act  of  1987,  Pub.  L.  No.  100-418  (Aug.  23,  1988), 
102  Stat.  1523,  22  U.S.C.  4604  (inserting  the  amendment  in  section  1705(b)(3)),  explicitly 
authorized  an  Institute  program  to  be  named  for  Jeannette  Rankin. 

SEC.  25.  UNITED  STATES  INSTITUTE  OF  PEACE. 

Section  1703  of  the  United  States  Institute  of  Peace  Act  is  amended  by  inserting  after  "(3)"  the 
following:  "establish  a  Jeannette  Rankin  Research  Program  on  Peace  to"... 


The  Act  of  October  31, 1988,  Pub.  L.  No.  100-569,  TITLE  III  -  UNITED  STATES  INSTITUTE  OF 
PEACE,  102  Stat.  2862,  22  U.S.C  4606  and  4609,  authorized  appropriations  for  fiscal  years  1989 
through  1993  and,  by  deleting  the  provision  that  "No  Federal  funds  shall  be  used  to  pay  for 
private  fringe  benefits  programs",  permitted  the  Institute  to  offer  private  fringe  benefits  to  its 
employees. 

SEC.  301.   REAUTHORIZATION 

Section  1710(a)  of  the  Department  of  Defense  Authorization  Act,  1985  (22  U.S.C.  4609(a))  is 
amended  to  read  as  follows: 

"SEC.  1710.  (a)(1)  For  the  purpose  of  carrying  out  this  title  (except  for  paragraph  (9)  of  section 
1705(b)),  there  are  authorized  to  be  appropriated  $10,000,000  for  fiscal  year  1989;  $10,000,000 
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for  fiscal  year  1990;  $10,000,000  for  fiscal  year  1991;  $15,000,000  for  fiscal  year  1992;  and 
$15,000,000  for  fiscal  year  1993. 

"(2)    Funds  appropriated  pursuant  to  paragraph  (1)  are  authorized  to  remain  available 
until  expended." 

(b)    Section  1707(f)(2)  of  the  United  States  Institute  of  Peace  Act  (22  U.S.C.  4606(f)(2))  is 
amended  by  striking  out  the  first  sentence  thereof. 


The  Act  appropriating  funds  for  the  Legislative  Branch  for  Fiscal  Year  1991,  Pub.  L.  101-520 
(Nov.  5,  1990),  104  Stat.  2284,  2285,  22  U.S.C  4603,  4604,  4606,  provided  in  section  321  for  the 
Spark  M.  Matsunaga  Medal  of  Peace. 

SEC.  321.  (a)  IN  GENERAL— Section  1705  of  the  United  States  Institute  of  Peace  Act  (22  U.S.C. 
4604)  as  amended — 

( 1 )  in  subsection  (b) — 

(A)  by  adding  "and"  after  the  semicolon  at  the  end  of  paragraph  (8); 

( B )  by  striking  out  paragraph  (9);  and 

(C)  by  redesignating  paragraph  (10)  as  paragraph  (9); 

(2)  by  redesignating  subsections  (c)  through  (n)  as  subsections  (d)  through  (o),  respectively; 
and  ' 

(3)  by  inserting  after  subsection  (b)  the  following: 

"(c)(1)(A)  The  Institute,  acting  through  the  Board,  may  each  year  make  an  award  to  such 
person  or  persons  who  it  determines  to  have  contributed  in  extraordinary  ways  to  peace  among 
the  nations  and  peoples  of  the  world,  giving  special  attention  to  contributions  that  advance 
society's  knowledge  and  skill  in  peacemaking  and  conflict  management.  The  award  shall 
include  the  public  presentation  to  such  person  or  persons  of  the  Spark  M.  Matsunaga  Medal  of 
Peace  and  a  cash  award  in  an  amount  of  not  to  exceed  $25,000  for  any  recipient. 

"(B)(i)  The  Secretary  of  the  Treasury  shall  strike  the  Spark  M.  Matsunaga  Medal  of 
Peace  with  suitable  emblems,  devices,  and  inscriptions  which  capture  the  goals  for  which  the 
Medal  is  presented.  The  design  of  the  medals  shall  be  determined  by  the  Secretary  of  the 
Treasury  in  consultation  with  the  Board  and  the  Commission  of  Fine  Arts. 

"  ( i  i )  The  Spark  M.  Matsunaga  Medal  of  Peace  shall  be  struck  in  bronze  and  in  the  size 
determined  by  the  Secretary  of  the  Treasury  in  consultation  with  the  Board. 

"(iii)  The  appropriate  account  of  the  Treasury  of  the  United  States  shall  be 
reimbursed  for  costs  incurred  in  carrying  out  this  subparagraph  out  of  funds  appropriated 
pursuant  to  section  1710(a)(1). 

"(2)  The  Board  shall  establish  an  advisory  panel  composed  of  persons  eminent  in 
peacemaking,  diplomacy,  public  affairs,  and  scholarship,  and  such  advisory  panel  shall 
advise  the  Board  during  its  consideration  of  the  selection  of  the  recipient  of  the  award. 

"(3)  The  Institute  shall  inform  the  Committee  on  Foreign  Relations  and  the  Committee  on 
Labor  and  Human  Resources  of  the  Senate  and  the  Committee  on  Foreign  Affairs  and  the 
Committee  on  Education  and  Labor  of  the  House  of  Representatives  about  the  selection 
procedures  it  intends  to  follow,  together  with  any-other  matters  relevant  to  making  the  award 
and  emphasizing  its  prominence  and  significance.". 

(b)  USE  OF  MEDAL  NAME.— Section  1704(e)(1)  of  the  United  States  Institute  of  Peace  Act 
(22  U.S.C.  4603(e)(1))  is  amended  by  inserting  "'Spark  M.  Matsunaga  Medal  of  Peace',"  after 
"'International  Peace',". 
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(c)  CONFORMING  AMENDMENT.— Section  1707(b)  of  the  United  States  Institute  of  Peace 
Act  (22  U.S.C.  4606(b))  is  amended  by  striking  out  "section  1705(g)(3)"  and  inserting  in  lieu 
thereof  "section  1705(h)(3)". 


The  Higher  Education  Amendments  of  1992,  Pub.  L.  No.  102-325  (July  23, 1992),  106  Stat.  448,  22 
U.S.C.  4604,  4605,  4609,  reauthorized  the  Institute's  appropriations  for  fiscal  year  1993  at  the 
level  of  $15,000,000  and  extended  the  authorization  of  appropriations  for  the  next  four  years 
for  "such  sums  as  are  appropriated,"  thereby  reauthorizing  appropriations  through  fiscal  year 
1997.  In  addition,  the  Act  authorized  the  establishment  of  the  Spark  M.  Matsunaga  Scholars 
Program  and  the  receipt  of  private  gifts  and  contributions  for  the  limited  purposes  of  a 
headquarters  and  other  facilities  and  "program-related  hospitality."  Finally,  the  Act 
deleted  the  ban  upon  contractual  relations  with  foreign  corporations  and  nationals,  thereby 
permitting  the  Institute  to  enter  into  such  contracts. 

SEC.  1554  UNITED  STATES  INSTITUTE  OF  PEACE 

(a)  AUTHORIZATION  OF  APPROPRIATIONS.-Subsection  (a)  of  section  1710  of  the 
United  States  Institute  of  Peace  Act  (22  U.S.C.  4609(a))  is  amended  to  read  as  follows: 

"(a)  AUTHORIZATION  OF  APPROPRIATIONS.- 

"(1)  IN  GENERAL  .-For  the  purpose  of  carrying  out  this  title,  there  are  authorized  to 
be  appropriated  $15,000,000  for  fiscal  year  1993  and  such  sums  as  may  be  necessary  for  each  of 
the  4  succeeding  years. 

"(2)  AVAILABILITY.-Funds  appropriated  pursuant  to  the  authority  of  paragraph  (1) 
shall  remain  available  until  expended.". 

(b)  SPARK  M.  MATSUNAGA  SCHOLARS  PROGRAM.-Subsection  (b)  of  section  1705  of 
the  United  States  Institute  of  Peace  Act  (22  U.S.C.  4605(b))  is  amended- 

(1)  by  striking  "and"  at  the  end  of  paragraph  (8); 

(2)  by  striking  the  period  at  the  end  of  paragraph  (9)  and  inserting  a  semicolon  and 
"and";  and 

(3)  by  adding  at  the  end  the  following  new  paragraph: 

"(10)  establish  the  Spark  M.  Matsunaga  Scholars  Program,  which  shall  include  the 
provision  of  scholarships  and  educational  programs  in  international  peace  and  conflict 
management  and  related  fields  for  outstanding  secondary  school  students  and  the  provision  of 
scholarships  to  outstanding  undergraduate  students,  with  program  participants  and  recipients 
of  such  scholarships  to  be  known  as  'Spark  M.  Matsunaga  Scholars'.". 

(c)  CONTRACTS  AND  PRIVATE  GIFTS  AND  CONTRIBUTIONS.-Subsection  (h)  of 
section  1705  of  the  United  States  Institute  of  Peace  Act  (22  U.S.C.  4604(h))  is  amended  - 

(1)  by  amending  paragraph  (2)  to  read  as  follows: 

"(2)  The  Institute  and  the  legal  entity  described  in  section  1704(c)  may  not  accept  any 
gift,  contribution,  or  grant  from  a  foreign  government,  any  agency  or  instrumentality  of  such 
government,  any  international  organization,  or  any  a  corporation  or  other  legal  entity  in  which 
natural  persons  who  are  nationals  of  a  foreign  country  own,  directly  or  indirectly,  more  than  50 
percent  of  the  outstanding  capital  stock  or  other  beneficial  interest  in  such  legal  entity.";  and 

(2)  in  paragraph  (3)  by  striking  "individual."  and  inserting  "individual,  except 
such  Institute  or  legal  entity  may  accept  such  a  gift  or  contribution  to- 

"(A)  purchase,  lease  for  purchase,  or  otherwise  acquire,  construct,  improve, 
furnish,  or  maintain  a  suitable  permanent  headquarters,  any  related  facility,  or  any  site  or 
sites  for  such  facilities  for  the  Institute  and  the  legal  entity  described  in  section  1704(c);  or 

"(B)  provide  program-related  hospitality,  including  such  hospitality 
connected  with  the  presentation  of  the  Spark  M.  Matsunaga  Medal  of  Peace.". 
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The  Higher  Education  Technical  Amendments  of  1993,  Pub.  L.  No.  103-208  (Dec.  20,  1993),  107 

Stat.  2457,  U.S.C.  ,  corrected  a  typographical  error  made  in  printing  the  Higher 

Education  Amendments  of  1992,  which  had  inadvertently  reauthorized  appropriations  for  the 
Institute  for  four  rather  than  six  years.  The  consequence  of  this  technical  change  for  4  to  6  was 
to  extend  reauthorization  to  fiscal  year  1999.  The  relevant  provisions  are: 

(a)  Short  Title. — This  Act  may  be  cited  as  the  "Higher  Education  Technical  Amendments 
of  1993". ... 

(k)  Amendments  to  the  1992  Amendments. — The  Higher  Education  Amendments  of  1992 
(Public  Law  102-325;  106  Stat.  459)  is  amended—  ... 

(14)  in  the  subsection  (a)(1)  amended  by  1554(a),  by  striking  "4"  and  inserting  "6". 


February  1994 


Tuesday,  April  4,  1995. 

CORPORATION  FOR  NATIONAL  AND  COMMUNITY 
SERVICE 

WITNESS 

ELI  J.  SEGAL,  ASSISTANT  TO  THE  PRESIDENT  AND  CHffiF  EXECUTIVE 
OFFICER 

Opening  Remarks 

Mr.  Porter.  The  subcommittee  will  come  to  order. 

Today  we  begin  2  days  of  hearings  on  the  related  agencies  under 
the  subcommittee's  jurisdiction.  And  we  begin  with  the  Corporation 
for  National  and  Community  Service.  We  are  pleased  to  welcome 
the  CEO,  Eli  Segal. 

Mr.  Segal,  please  proceed  in  any  way  you  wish. 

Mr.  Segal.  Mr.  Chairman,  I  thank  you. 

I  would  like  to  introduce  a  few  members  who  are  with  me  from 
the  Corporation  for  National  Service  that  may  be  helpful  as  we 
move  through  this.  First,  I  would  like  to  introduce  Jim  Scheibel, 
our  Vice  President  of  the  Corporation  for  National  Service  and  the 
director  of  the  two  programs  we  will  be  chatting  about  today — the 
AmeriCorps*VISTA  Program  and  our  Senior  Corps  Program;  then 
Diana  London,  who  actually  runs  the  VISTA  Program  under  Mr. 
Scheibel's  direction;  Mr.  Endres,  who  runs  the  Senior  Program 
under  Mr.  Scheibel's  direction;  and  Mr.  Kowalczyk,  our  Acting 
Chief  Financial  Officer,  who  is  right  behind  me  here. 

I  am  pleased,  Mr.  Chairman,  to  be  here  today  to  present  the  Ad- 
ministration's fiscal  year  1996  budget  for  $262,900,000  to  support 
the  programs  authorized  by  the  Domestic  Volunteer  Service  Act. 
These  programs,  formerly  housed  under  the  Action  Agency,  are 
now  part  of  the  Corporation  for  National  Service,  which  brings  all 
national  service  programs  now  under  one  roof. 

The  Corporation  seeks  to  instill  in  young  people  an  ethic  of  serv- 
ice. Then  we  provide  opportunities  for  them  to  live  out  their  entire 
life  in  service.  We  harness  the  enthusiasm  of  young  people  and  the 
experience  of  seniors. 

National  Service,  in  all  its  faces,  is  a  smart  investment.  All  the 
Corporation's  programs  leverage  millions  of  dollars  in  non-Federal 
contributions,  giving  us  a  greater  return  on  the  dollar.  Even  more 
importantly,  National  Service  is  also  an  investment  in  the  human 
capital  of  our  Nation.  The  new  National  Service  programs  have 
brought  a  renewed  vigor  to  National  Service,  while  the  older  pro- 
grams have  a  history  of  success  and  a  long  tradition  of  people  serv- 
ing their  country  and  their  communities. 

Today,  we  discuss  the  older  programs — VISTA  and  the  National 
Senior  Service  Corps,  although  a  history  of  not  more  than  30  years 
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of  age  isn't  old  in  a  country  which  has  honored  volunteerism  since 
its  origins  over  200  years  ago. 

AMERICORPS*VISTA 

VISTA  has  been  a  smart  investment  for  30  years. 
AmeriCorps*VISTA  members  increase  housing  opportunities,  de- 
velop literacy  programs,  and  make  health  care  more  accessible.  In 
these  efforts  and  others,  VISTA  addresses  locally  identified  needs 
and  produces  cost-effective  results  in  some  of  the  most  underserved 
areas  of  our  Nation. 

When  VISTA  was  inaugurated,  then  Secretary  of  the  Interior 
Stuart  Udall  said,  "It  is  not  numbers  you  want,  it  is  quality  of  peo- 
ple. It  is  people  who  act  as  catalysts,  who  can  move  in,  help  get 
things  organized,  help  get  people  who  are  working  in  traditional 
voluntary  programs  organized  and  going." 

Mr.  Chairman,  AmeriCorps*VISTA  members  have  lived  up  to 
this  vision.  They  come  from  all  walks  of  life,  economic  levels,  and 
age  groups.  They  serve  full-time  for  a  year  while  living  at  the  same 
subsistence  level — about  $655  a  month — as  the  residents  of  the 
communities  in  which  they  serve.  VTSTAs  are  assigned  to  a  variety 
of  non-profit  organizations  throughout  the  Nation,  large  and  small, 
famous  and  obscure.  Sponsoring  organizations  generate,  oversee, 
and  monitor  all  VISTA  projects  and  plan  from  the  beginning  to 
phase  us  out  and  replace  us  with  local  residents  over  a  period  usu- 
ally 3  years  in  length.  A  recent  evaluation  of  the  VISTA  Program 
demonstrates  its  continued  success. 

In  1994,  we  learned  that  AmeriCorps*VISTA  members  raised 
$3.13  in  cash  or  in-kind  contribution  for  every  dollar  of  Federal 
funding.  A  three-to-one  ratio  of  resources  was  generated  for  the 
dollars  invested.  They  performed  8  million  hours  of  service  and  per- 
haps more  importantly  recruited  volunteers  from  the  community 
who  provided  an  additional  8.3  million  hours  of  service.  In  the 
housing  area  alone,  16  VISTA  projects  generated  $2,300,000  worth 
of  donated  materials  for  new  construction  and  23  projects  assisted 
745  families  to  obtain  housing  loans. 

As  I  speak  today,  AmeriCorps  members  in  one  Habitat  for  Hu- 
manity project  in  Chicago  are  working  to  provide  adequate  and  af- 
fordable housing  for  families.  In  addition  to  coordinating  the  con- 
struction of  dozens  of  houses,  they  are  implementing  the  new 
Young  Builders  Program  involving  250  inner-city  youth  in  home 
building  projects.  They  have  also  created  a  Habitat  hotline  that 
reaches  as  many  as  300,000  homes  in  Chicago  to  recruit  volunteers 
and  garner  more  financial  support. 

And  in  Tennessee,  as  we  are  speaking,  we  are  working  with  the 
Tennessee  Literacy  Council  promoting  basic  literacy  skills  for 
adults  and  youth.  Last  year,  12  VISTAs  recruited  nearly  200  tu- 
tors, 340  community  volunteers,  and  thousands  of  students.  They 
also  established  16  satellite  sites  in  churches,  fire  stations,  and 
rural  community  centers  and  raised  close  to  $100,000  in  cash  and 
in-kind  contributions. 

Their  goal  is  to  mobilize  a  community's  resources  which  might 
otherwise  remain  dormant.  In  Oregon,  for  example,  because  of 
their  success  in  recruiting  and  managing  2,500  tutors  in  the 
SMART    (Start    Making    A    Reader    Today)    Program,    a    dozen 
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AmeriCorps*VISTA  members  are  now  supported  solely  by  contribu- 
tions from  the  private  sector.  Companies  like  Nike,  Wal-Mart, 
Intel,  U.S.  West,  and  Smith-Barney  all  saw  how  we  can  build  a 
lasting  literacy  program  and  are  now  doing  their  part,  saving  tax- 
payers the  cost  of  the  VISTA  living  allowance  and  moving  the  con- 
cept of  leveraging  to  a  new  plateau.  The  taxpayer  only  pays  for  re- 
cruitment and  training  while  the  private  sector  pays  the  rest.  The 
people  of  Oregon  get  citizens  with  a  greater  capacity  to  read. 

Nationwide  the  number  of  VISTAs  who  are  funded  entirely  by 
non-Federal  dollars  has  grown  from  just  a  few  to  over  600  in  just 
the  last  2  years.  And  during  the  next  year,  we  will  continue  to 
build  community  partnerships  that  depend  upon  active  involve- 
ment of  the  private  sector  and  State  and  local  governments  in  all 
our  projects. 

In  these  times  of  diminishing  public  resources  and  simultaneous 
decrease  in  the  number  of  volunteers,  as  reported  by  the  non-par- 
tisan independent  sector,  the  need  is  greater  than  ever  for 
AmeriCorps*VISTA  to  help  build  the  capacity  of  local,  non-profit 
organizations  to  serve  those  in  need.  Mr.  Chairman,  we  are  re- 
questing an  increase  in  the  fiscal  year  1996  budget  of  $12,000,000 
to  $60,000,000.  The  proposed  fiscal  year  budget  would  support  an 
increase  of  634  people  for  a  total  of  4,500  AmeriCorps*VISTA  mem- 
bers serving  in  approximately  960  projects. 

NATIONAL  SENIOR  SERVICE  CORPS 

Mr.  Chairman,  America  is  in  the  midst  of  a  demographic  revolu- 
tion. Consider  these  trends.  Today,  there  are  twice  as  many  older 
adults  in  the  United  States  compared  to  just  30  years  ago.  There 
are  nearly  33  million  over  the  age  of  65.  And  this  number  is  going 
to  double  again  in  the  next  30  years.  Life  expectancy  has  grown 
from  48  years  at  the  turn  of  the  century  to  75  years  today.  And 
Americans  are  retiring  earlier  than  ever  before.  The  net  result  is 
that  many  Americans  are  now  spending  a  full  one-third  of  their 
lives  in  post-retirement. 

Too  often  we  consider  this  demographic  revolution  in  terms  of 
the  burdens  it  presents  to  society — care  of  the  elderly,  constraints 
on  existing  entitlements — but  rather  than  viewing  the  graying  of 
America  as  a  problem,  we  at  the  Corporation  believe  it  presents  us 
with  an  enormous  resource  that  is  and  has  been  grossly 
underutilized. 

Only  5  percent  of  the  current  population  aged  65  and  older  reside 
in  nursing  homes.  Eighty-one  percent  of  non-institutionalized  older 
persons  report  no  difficulty  with  the  activities  of  daily  living. 

Mr.  Chairman,  as  I  said  earlier,  the  Corporation  stresses  the  con- 
cept of  a  lifetime  service.  The  question  most  retired  Americans  are 
asking  themselves  is,  How  will  I  choose  to  live  the  last  20,  30  or 
more  years  of  my  life?  The  question  for  you  and  for  us — the  policy- 
makers— is,  What  avenue  can  we  provide  to  enable  older  Ameri- 
cans to  stay  involved,  to  engage  them  in  helping  to  solve  problems 
and  strengthen  communities? 

The  National  Senior  Service  Corps  is  the  foundation  for  building 
on  the  social  capital  of  this  increasing  population.  These  programs 
have  managed  to  thrive  under  seven  administrations,  Democrats 
and  Republicans  alike,  with  bipartisan  support  all  along  the  way. 
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Our  Senior  Corps  members  contribute  117  million  hours  of  com- 
munity service  each  year.  The  estimated  value  of  this  service  ex- 
ceeds $1,000,000,000,  as  calculated  again  by  the  non-partisan  Inde- 
pendent Sector. 

The  current  Federal  investment  of  $136,000,000  leverages  an- 
other $85,000,000  in  non-Federal  contributions.  This  means  that 
for  every  dollar  invested  in  Senior  Corps  programs,  another  66 
cents  is  contributed  by  non-Federal  sources. 

The  cost  savings  of  these  programs  need  to  be  considered  as  well. 
For  instance,  the  annual  average  cost  of  one  senior  companion  is 
about  $3,850  per  year  as  opposed  to  the  average  cost  for  nursing 
home  care  of  $38,000  per  year.  Each  senior  companion  assigned  to 
three  individuals,  potentially  saves  more  than  $100,000  in  costs 
that  otherwise  would  be  spent  on  institutionalization  through  Med- 
icaid. 

Behind  the  numbers  and  data  are  the  people  of  the  Senior  Corps. 
Jim  Boal  of  Eureka,  California  was  a  systems  engineer  who  was 
forced  to  retire  early  after  he  suffered  several  heart  attacks.  He 
found  RSVP  where  he  has  now  volunteered  for  15  years.  Jim  de- 
signs and  installs  ramps  for  seniors  using  wheelchairs  and  walkers. 
His  project  director  says  the  seniors  could  never  afford  to  have  spe- 
cial equipment  installed  in  their  homes,  and  without  the  equip- 
ment, some  would  have  to  be  institutionalized.  There  are  450,000 
people  just  like  Jim  Boal  serving  in  their  communities  and  RSVP 
all  over  the  country. 

Ann  Crevey,  69,  with  the  Union-Snyder  Foster  Grandparent  Pro- 
gram in  Laurelton,  Pennsylvania,  serves  troubled  children  and 
teenagers.  She  met  5-year-old  Ryan  a  few  years  ago  in  a  class  for 
what  she  thought  were  developmentally  disabled  children.  He  had 
a  short  attention  span  and  couldn't  communicate.  Ann  discovered 
that  these  deficiencies  were  caused,  not  by  a  handicap,  but  by  a 
hearing  loss.  In  addition,  her  discovery  of  cigarette  burns  on  Ryan's 
arm  revealed  that  he  also  was  abused. 

She  became  a  foster  grandparent  to  Ryan  and  under  her  care  the 
boy  blossomed.  Within  a  month,  his  lethargy  subsided  and  in  less 
than  6  months  his  behavior  and  academic  progress  improved  so 
much  that  he  was  removed  from  his  special  education  class  and 
placed  into  a  typical  class  with  his  peers.  Today,  Ryan  has  new 
adoptive  parents  and  is  a  happy,  active,  well-adjusted  10-year-old 
who  gets  good  grades,  plays  soccer,  and  still  telephones  his  "Grand- 
ma Ann." 

The  third  option  in  our  Senior  Corps  is  the  Senior  Companion 
Program.  Senior  companions  help  the  homebound  achieve  and 
maintain  the  highest  possible  level  of  independent  living.  If  you 
met  Rheba  Smith,  85  years  of  age,  just  once — as  I  did  on  the  south 
lawn  of  the  White  House  last  year — you  would  just  know  imme- 
diately that  the  taxpayers  would  approve  of  this  program.  She  was 
helping  one  senior  recover  from  the  effects  of  a  stroke  and  provid- 
ing respite  care  for  two  others.  She  serves  20  hours  per  week.  And 
largely  because  of  her  work,  she  enables  three  frail  seniors  to  live 
at  home  and  avoid  institutionalization. 

Both  Senior  Companions  and  Foster  Grandparents — the  two  of 
the  three  programs  I  discussed  last — who  meet  income  guidelines 
receive  a  modest  stipend  that  helps  them  pay  for  transportation, 
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health  insurance  for  those  not  eligible  for  Medicare,  and  other  costs 
that  they  incur  while  serving.  The  stipend,  currently  at  $2.45  per 
hour,  is  going  to  increase  to  $2.50  per  hour  this  year  to  fulfill  the 
requirements  of  our  authorizing  legislation. 

Currently,  the  Senior  Corps  Program  provides  opportunities  for 
less  than  2  percent  of  the  eligible  seniors.  To  close  this  gap,  we 
should  build  on  the  experience  and  infrastructure  of  the  Senior 
Corps  and  evolve  those  into  a  National  Service  movement  truly  ca- 
pable of  harnessing  the  vast  potential  offered  by  the  senior  popu- 
lation, and  do  so  in  time  to  ride  the  demographic  wave  rather  than 
allowing  it  to  overcome  us. 

Hence,  our  request  today.  Under  the  budget  before  you  today,  the 
Retired  Senior  Volunteer  Program  would  be  increased  by 
$8,800,000,  bringing  the  number  of  volunteers  to  481,400.  The 
number  of  Senior  Companions  would  increase  to  10,500,  with  a 
budget  request  of  an  additional  $11,000,000.  Plus,  the  number  of 
Foster  Grandparents  would  increase  to  19,800  with  the  budget  re- 
quest increase  of  $11,000,000.  And  Senior  Corps  demonstration 
funds  would  be  increased  from  $1,000,000  to  $2,000,000. 

Mr.  Chairman,  perhaps  you  visit  Senior  Corps  programs  when 
you  are  back  home  in  your  district.  Many  of  your  colleagues  partici- 
pate in  recognition  events.  You  have  seen  firsthand  extraordinary 
things  that  are  being  done  in  communities  across  America  by  our 
Senior  Corps.  You  have  seen  their  cost-effectiveness  and  you  are 
aware  of  the  dollars  saved  by  our  current  investment  in  the  Senior 
Corps. 

CONCLUSION 

VISTA  and  National  Senior  Service  Corps — each  play  a  vital  role 
in  the  national  service  movement.  Each  meets  unique  needs  of  peo- 
ple wanting  to  serve  and  communities  needing  service. 
AmeriCorps*VISTA  distinguished  itself  by  providing  communities 
with  the  tools  to  improve  themselves.  The  Senior  Corps  offers 
unique  opportunities  for  seniors  to  become  involved  in  service. 

While  these  programs  have  a  proud  history  of  accomplishments, 
they  have  also  evolved  to  meet  changing  needs.  They  build  partner- 
ships, they  strengthen  communities,  and  they  provide  a  cost-effec- 
tive way  of  getting  things  done.  In  these  times  of  tight  budgets, 
supporting  national  service  is  a  wise  investment  to  tap  our  most 
precious  resource,  the  human  resource,  to  address  community 
needs. 

Thank  you,  Mr.  Chairman,  for  the  opportunity  to  testify  before 
you  today.  I  would  be  happy  to  answer  any  questions  you  might 
have. 

[The  prepared  statement  and  biography  of  Eli  J.  Segal  follow:] 
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Chief  Executive  Officer,  Corporation  for  National  Service 

April  4, 1995 


INTRODUCTION 

Mr.  Chairman,  Members  of  the  Subcommittee,  I  am  here  today  to  discuss  with  you  the 
Administration's  FY  1996  budget  request  for  $262.9  million  to  support  a  half  million  Americans 
engaged  in  service  through  the  programs  authorized  by  the  Domestic  Volunteer  Service  Act. 
These  programs,  formerly  housed  under  the  ACTION  agency,  are  now  part  of  the  Corporation 
for  National  Service. 

The  Corporation  is  able  to  coordinate  and  offer  a  full  array  of  resources  needed  to  help 
communities  get  things  done.  It  brings  all  national  service  programs  under  one  roof.  The  newer 
programs  have  brought  a  renewed  vigor  to  the  national  service  movement,  while  the  older 
programs  bring  a  history  of  success  and  a  long  tradition  of  people  serving  their  country  and  their 
communities. 

National  service  is  all  about  supporting  communities.  In  a  time  of  tight  federal  budgets,  cost- 
effective  programs  that  help  communities  help  themselves  should  be  maintained  and 
strengthened.  The  National  Senior  Service  Corps  (NSSC)  and  AmeriCorps*  VISTA  enable 
people  of  all  ages  to  serve  their  communities. 

AmeriCorps*VISTA  assigns  individuals  to  assist  communities  in  finding  solutions  to  their  own 
problems.  The  National  Senior  Service  Corps,  comprised  of  three  separate  programs—Foster 
Grandparents,  Senior  Companion  and  the  Retired  and  Senior  Volunteer  Program-engages 
several  hundred  thousand  senior  citizens  in  service  to  children  and  youth,  other  seniors,  and  their 
communities. 

The  FY  1996  request  for  $168.4  million  for  the  National  Senior  Service  Corps  programs  is 
driven  by  the  demographic  revolution  we  are  experiencing  in  this  country.  Our  current  senior 
population  exceeds  30  million  people  and  promises  to  double  in  the  next  30  years.  Common 
sense  tells  us  that  we  need  to  move  more  assertively  to  engage  this  rapidly  growing  older 
population  in  helping  to  solve  the  pressing  needs  of  our  nation's  communities.  They  are  an  asset, 
not  a  liability. 
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Under  the  Administration's  budget,  the  Retired  Senior  and  Volunteer  Program  would  be 
increased  by  $8.7  million  to  $44.5  million,  bringing  the  number  of  volunteers  to  481,400.  The 
number  of  Senior  Companions  would  increase  to  10,500  with  the  requested  increase  of  $1 1.8 
million,  for  a  total  budget  of  $43.1  million.  Foster  Grandparents  would  increase  to  19,800  under 
the  requested  increase  of  $10.9  million,  for  a  total  budget  of  $78.8  million.  And  Senior  Corps 
demonstration  funds  would  be  increased  from  $1  million  to  $2  million. 

The  Administration's  request  for  a  $12  million  increase  for  AmeriCorps*  VISTA,  for  a  total 
budget  of  $60  million,  will  increase  the  number  of  members  to  4,075  AmeriCorps*  VISTA 
members  serving  on  865  projects.  It  will  also  increase  the  number  of  members  in 
AmeriCorps*VISTA's  Literacy  Corps  to  459  working  on  95  projects. 


Volunteers  in  Service  to  America  (now  AmeriCorps*VISTA)  celebrates  its  30th  Anniversary  this 
year  with  a  track  record  cf  real  and  direct  impact  in  communities  throughout  the  country.  Since 
the  program's  inception  in  January  1965,  more  than  100,000  Americans  have  served  with 
AmeriCorps*  VISTA  on  13,000  projects  mobilizing  human,  financial,  and  material  resources,  and 
strengthening  the  capacity  of  organizations  to  address  problems  affecting  communities  in  need. 

AmeriCorps*VISTA  members  increase  housing  opportunities,  develop  literacy  programs, 
establish  community  development  credit  unions,  make  health  care  more  accessible,  and  generate 
resources  for  neighborhood  projects.  In  these  efforts  and  others,  AmeriCorps*  VISTA  addresses 
locally  identified  needs  and  produces  cost-effective  results  in  some  of  the  most  underserved  areas 
of  our  nation. 

AmeriCorps*VISTA  members  are  recruited  for  their  skills,  experience,  and  commitment.  They 
come  from  all  walks  of  life,  economic  levels,  and  age  groups.  AmeriCorps*  VISTA  members 
serve  full  time  for  one  year,  while  living  at  the  same  subsistence  level,  about  $655  a  month,  as 
the  residents  of  the  communities  in  which  they  serve.  Ranging  in  age  from  18  to  80, 
AmeriCorps*VISTA  members  are  recruited  both  locally  and  nationally. 

AmeriCorps*  VISTA  members  are  assigned  to  a  variety  of  public  and  private  nonprofit 
organizations  throughout  the  nation.  Throughout  its  history,  the  cornerstone  of  this  program  has 
been  that  local  communities  define,  develop,  and  implement  the  initiatives,  thereby  assuring  that 
local  needs  are  addressed.  Well  established  groups  like  the  American  Red  Cross,  the  Boys  and 
Girls  Club  and  the  YMCA,  with  large  field  networks,  are  among  the  organizations  that  serve  as 
AmeriCorps*VISTA  project  sponsors. 
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More  than  two-thirds  of  all  AmeriCorps*  VISTA  members  are  placed  in  small  community-based 
non-profit  organizations  like  the  Food  Bank  of  Central  Louisiana  in  Alexandria.  Sponsoring 
organizations  direct  the  members'  activities  and  include  the  local  community  in  the  planning  and 
operation  of  the  project.  Applications  for  AmeriCorps*VISTA  projects  are  generated  by  the 
communities,  and  all  program  development  and  monitoring  takes  place  at  the  local  level. 
Community  self-sufficiency  is  the  goal  of  every  AmeriCorps*  VISTA  project.  Each  sponsoring 
organization  plans  from  the  beginning  to  eventually  phase  out  AmeriCorps*VISTA  and  replace 
members  with  local  residents.  Because  most  AmeriCorps*VISTA  projects  operate  for  only  three 
years,  members  "work  themselves  out  of  a  job"  by  turning  over  to  local  organizations  activities 
they  began. 

A  recent  evaluation  of  the  AmeriCorps*  VISTA  program  demonstrates  its  continued  success.  Of 
674  projects  operating  for  at  least  1 1  months  since  January  1994,  findings  show  that: 

—  AmeriCorps*  VISTA  members  raised  $3.13  for  every  dollar  of  federal  funding  in  1994  ($1.63 
in  actual  funds  and  $1.50  in-kind  resources),  a  three  to  one  ratio  of  resources  generated  for  each 
dollar  invested. 

— AmeriCorps*VISTA  members  also  recruited  part-time  volunteers  from  the  community  who 
provided  millions  of  hours  of  service,  enabling  activities  that  members  initiated  to  become  self- 
sustaining  after  they  leave. 

Many  AmeriCorps*  VISTA  projects  directly  affect  the  material  and  human  needs  of  communities 
such  as  the  lack  of  housing,  jobs,  education,  heath  care  and  public  safety.  In  the  area  of  housing, 
for  example,  16  AmeriCorps*  VISTA  projects  alone  generated  $2,260,000  worth  of  donated 
materials  for  new  housing  construction  and  23  projects  assisted  745  individuals  or  families  to 
obtain  housing  loans. 

At  the  Habitat  for  Humanity  project  in  Chicago,  14  AmeriCorps*  VISTA  members  work  to 
provide  adequate  and  affordable  housing  for  families.  In  addition  to  coordinating  the 
construction  of  dozens  of  houses,  members  implement  the  new  Young  Builders  Program, 
involving  256  inner-city  youth  in  home-building  projects.  They  also  created  a  Habitat  "hot-line" 
and  other  efforts  that  reach  300,000  homes  in  Chicago  to  recruit  volunteers,  handle  questions, 
and  gamer  financial  support. 
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At  the  Faith  Community  Credit  Union  in  Cleveland,  two  AmeriCorps*VISTA  members  serve  in 
a  variety  of  business,  training,  and  membership  capacities  for  the  only  financial  institution  in  a 
low-income  area  of  Cleveland.  Members  recruit  and  train  volunteers  to  teach  credit  union 
customers  about  saving  habits,  credit  reports,  credit  repair,  applications  for  loans  and  budgeting 
issues.  This  month,  as  the  direct  result  of  service  provided  by  AmeriCorps*  VISTA,  a  much 
needed  ATM  machine  has  been  installed,  providing  300  people  with  better  access  to  their 
savings.  Currently,  there  are  2,500  depositors,  an  increase  of  almost  1,000  from  a  year  ago  when 
AmeriCorps*VISTA  members  began  their  education  campaign  in  the  community.  The  Credit 
Union  now  has  assets  of  $4.5  million,  and  has  made  $99,000  in  low  interest  loans  to  the 
community  for  everything  from  home  improvements  to  tuition. 

AmeriCorps*VISTA  has  a  special  Literacy  Corps  working  to  develop  and  expand  the  efforts  of 
organizations  tackling  the  problems  of  illiteracy.  These  projects  are  primarily  in  the  areas  of 
workplace  literacy  and  intergenerational  literacy.  Workplace  literacy  provides  the  marginally 
employed  with  skills  that  can  be  translated  into  a  more  highly  productive  workforce  while 
intergenerational  literacy  encourages  family  members  to  improve  reading  skills  together. 
Evaluations  show  that  AmeriCorps*VISTA  projects  involved  in  adult  education  enrolled  almost 
44,000  adults  in  adult  literacy  programs,  and  another  35,000  adults  in  English  as  a  Second 
Language  programs.  In  the  area  of  literacy  alone,  over  three  million  hours  of  service  were 
provided  by  community  volunteers  recruited  by  AmeriCorps*  VISTA  members  and  over  181,000 
people  benefited  from  AmeriCorps*VISTAs'  service  in  one  year. 

At  Desoto  County  Literacy  Council,  AmeriCorps*VISTA  members  recruit  volunteer  tutors  and 
generate  financial  and  material  resources  to  support  literacy  services  in  nine  Mississippi  counties. 
Members  have  created  a  county-wide  system  of  computer  literacy  training  called  "Learning 
Link,"  which  works  through  30  different  sites  and  approximately  50  computers  to  reach  150 
people.  Using  this  new  system,  people  can  go  to  their  local  library  or  community  center,  log  on 
the  computer,  do  their  reading  assignment  and  academic  exercises,  and  send  their  work  back  to 
the  main  computer  which  checks  and  evaluates  work  and  provides  scores  and  tutorial  feedback. 
The  system  allows  hundreds  of  people  to  improve  themselves  by  developing  one  of  the  most 
vital  skills  for  a  successful  life  —  reading. 

In  addition  to  managing  the  Learning  Link,  AmeriCorps*VISTA  members  serve  as  liaisons, 
between  volunteers  and  those  learning  how  to  read  through  one-on-one  literacy  tutoring.  They 
have  reached  more  than  300  people  through  this  direct  approach.  The  program  also  is  partnered 
with  Time  Warner,  Inc.,  which  donates  copies  of  publications,  like  Time  and  Sports  Illustrated 
for  Kids  to  300  students  each  month. 
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At  the  Northeast  Arkansas  Council  on  Family  Violence,  AmeriCorps*  VISTA  members  have 
established  a  comprehensive  community  volunteer  program  in  a  domestic  violence  shelter.  In 
1994  the  program  took  in,  sheltered,  clothed,  fed,  and  gave  medical  treatment  and  counseling  to 
more  than  3,500  victims  of  domestic  violence  and  their  children.  This  work  would  not  have  been 
possible  without  the  work  of  AmeriCorps*  VISTA.  In  the  first  year  that  AmeriCorps*  VISTA 
members  worked  on  the  project,  the  number  of  families  served  more  then  doubled,  from  481  to 
1,1 15.  AmeriCorps* VISTA  members  coordinate  training  for  medical  and  health  professionals 
throughout  Arkansas  on  how  to  recognize  and  treat  domestic  violence  victims.  They  have  also 
designed  a  domestic  violence  training  handbook  to  be  distributed  to  physicians. 
AmeriCorps*VISTAs  have  increased  funding  for  the  organization  from  the  United  Way  as  well 
as  through  other  community  resources. 

AmeriCorps*VISTA  develops  broad-based  partnerships.  The  program's  activities  have  been 
significantly  expanded  by  the  contributions  of  other  public  and  private  sector  funds  to  support 
AmeriCorps* VISTA  members  at  existing  and  new  projects.  In  FY  1995,  nearly  $6  million  of 
non-federal  funding  already  has  been  committed  to  expand  the  numbers  of  AmeriCorps*  VISTA 
members  assigned  to  more  than  30  projects  throughout  the  country.  We  will  continue  to  build 
community  partnerships  that  depend  upon  active  involvement  of  the  private  sector  in  our 
projects. 

In  these  times  of  diminishing  public  resources,  there  is  a  greater  need  than  ever  before  for 
AmeriCorps*  VISTA  to  build  the  capacity  of  local  non-profit  organizations  that  serve  those  in 
need.  Our  presence  enhances  traditional  volunteer  efforts  by  leveraging  financial  resources  and 
by  recruiting,  training  and  coordinating  volunteers  who  will  sustain  the  activities  begun  by 
AmeriCorps* VISTA  members.  We  are  accordingly  requesting  an  increase  in  the  FY  1996 
budget  of  $12  million,  including  an  additional  $1  million  for  the  Literacy  Corps.  The  proposed 
FY  1996  budget  would  support: 

—  An  increase  of  575  people  for  a  total  of  4,075  AmeriCorps*  VISTA  members  serving  on 
approximately  865  projects.  The  increase  will  focus  on  projects  designed  to  generate  income  and 
investment  in  low-income  communities  such  as  microenterprise  development,  community  design 
centers,  community  development  credit  unions,  and  creation  of  opportunities  for  job 
development  and  job  placement 

—  An  increase  of  59  people  in  the  Literacy  Corps  for  a  total  of  459  on  nearly  95  projects. 
Increased  emphasis  will  be  placed  on  intergenerational  literacy  efforts  and  on  workplace  literacy 
projects  targeting  the  marginally  employed. 

—Legislatively  mandated  increases  in  Member  support  items,  including  subsistence  allowance 
(set  at  105  percent  of  the  poverty  index  for  a  single  individual)  and  health  coverage  costs. 
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Urban  and  rural  communities  across  the  country  need  the  assistance  that  AmeriCorps*VISTA 
members  provide.  AmeriCorps*VISTA  is  a  model  for  community  capacity  building  and 
mobilization  of  local  resources.  AmeriCorps*  VISTA  will  continue  to  forge  effective  partnerships 
and  make  a  real  contribution  to  strengthening  our  nation's  communities. 


NATIONAL  SENTOR  SERVICE  CORPS 

Also  making  a  substantial  impact  in  communities  nationwide  are  the  seniors  who  serve  as  part  of 
the  National  Senior  Service  Corps.  They  represent  a  fraction  of  a  vast  resource  that  remains 
virtually  untapped  as  the  number  of  older  Americans  continues  rapidly  to  skyrocket. 

America  is  in  the  midst  of  a  demographic  revolution,  and  the  increases  proposed  by  the 
Administration  for  the  Senior  Corps  need  to  be  considered  in  this  context  Consider  the 


Twice  as  many  older  adults  live  in  the  United  States  today  compared  to  30  years  ago.  In  1993, 
persons  65  years  or  older  numbered  32.8  million,  and  this  number  will  double  again  over  the 
next  30  years.  At  the  same  time,  Americans  are  living  longer.  Life  expectancy  has  increased 
dramatically  since  the  turn  of  the  century,  from  48  to  75  -  an  increase  greater  than  the 
accumulated  increases  in  all  of  human  history.  And  Americans  are  retiring  earlier  than  ever. 
This  trend  frees  up  a  substantial  amount  of  time  —  on  the  average,  more  than  20  hours  a  week. 
The  net  result  is  that  many  Americans  are  now  spending  a  significant  proportion  of  their  lives  in 
post  retirement;  for  many,  a  full  third  of  their  lives. 

The  question  for  most  retired  Americans  is:  how  will  I  choose  to  live  those  final  twenty-to-thirty 
years  of  my  life?  The  question  for  policy  makers  is:  what  avenues  can  we  provide  to  enable 
older  Americans  to  stay  involved,  to  engage  them  in  helping  to  solve  problems  and  to  strengthen 
communities? 

Too  often  we  consider  the  demographic  revolution  in  terms  of  the  burdens  it  presents  to  society: 
issues  relating  to  the  care  of  the  elderly;  strains  on  entitlements  such  as  Social  Security  and 
Medicare;  potential  tensions  between  the  old  and  young  around  limited  social  services.  Amid 
concerns  about  the  problems  that  will  accompany  our  aging  society,  insufficient  attention  is  paid 
to  the  enormous  opportunity  this  demographic  revolution  presents.  We  must  build  on  our 
existing  infrastructure  to  open  challenging  and  meaningful  volunteer  opportunities  for  our 
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Only  S  percent  of  the  current  65  and  older  population  reside  in  nursing  homes.  Eighty-one 
percent  of  non-institutionalized  older  persons  report  no  difficulties  with  the  activities  of  daily 
living.  As  these  numbers  suggest,  the  United  States  now  possesses  not  only  the  largest  and 
fastest-growing  population  of  older  persons  in  its  history,  but  the  healthiest,  best-educated,  and 
most  vigorous.  Older  Americans  may  well  constitute  our  only  increasing  natural  resource. 

One  of  our  current  most  important  public  policy  challenges  is  how  to  tap  the  vast  potential  of  our 
retired  and  semi-retired  citizens  to  enable  them  to  assist  in  efforts  to  tackle  the  serious  problems 
confronting  our  nation.  We  cannot  squander  the  time,  talent,  experience,  and  resources  our  older 
population  offers  at  a  juncture  in  our  history  when  so  many  social,  educational,  environmental 
and  other  needs  remain  urgent  and  unmet 

Fortunately,  the  foundation  exists  within  the  Corporation's  National  Senior  Service  Corps 
programs  for  building  on  the  social  capital  represented  by  America's  senior  population.  There 
are  currently  nearly  one-half  million  older  persons  serving  in  the  National  Senior  Service  Corps 
programs  -  over  450,000  in  RSVP,  23,000  in  Foster  Grandparents,  and  12,000  in  Senior 
Companions. 

These  programs  have  managed  to  thrive  under  seven  administrations,  Democratic  and 
Republican  alike,  with  bipartisan  support  all  along  the  way.  The  oldest  of  these,  the  Foster 
Grandparent  Program,  is  the  subject  of  a  book  by  Nancy  Reagan:  To  Love  a  Child.  Consider  the 
achievements  of  these  programs: 

The  Senior  Corps  contributes  117  million  hours  of  community  service  each  year.  The  value  of 
this  service  estimated  for  each  program  calculated  at  the  average  hourly  rate  determined  by  the 
Independent  Sector  exceeds  $1  billion. 

The  current  federal  contribution  of  $135.8  million  leverages  another  $85.2  million  in  non-federal 
contributions  for  the  National  Senior  Service  Corps  programs.  Every  federal  dollar  invested  in 
NSSC  programs  is  currently  matched  by  66  cents  in  non-federal  contributions. 

The  cost  savings  of  these  programs  need  to  be  considered  as  well.  For  instance,  the  average 
annual  cost  of  one  Senior  Companion  is  approximately  $3,850  per  year  as  opposed  to  the  average 
cost  for  nursing  home  care  of  $38,000  per  year.  Each  Senior  Companion,  assigned  to  three 
individuals,  potentially  saves  more  than  $100,000  in  costs  that  otherwise  would  be  spent  on 
institutionalization  through  Medicaid. 
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The  National  Senior  Service  Corps  programs  are  a  vital  part  of  the  national  service  effort.  They 
help  the  Corporation  meet  its  goal  of  spreading  the  ethic  of  service  to  Americans  of  all  ages  and 
backgrounds.  The  programs  also  constitute  a  network  of  individual  projects  across  the  nation 
that  learn  from  each  others'  experiences,  and  build  on  them.  They  are  supported  by  an 
infrastructure  which  ensures  their  success.  NSSC  program  grants  are  distributed  directly  from 
the  Corporation  to  local  sponsors,  providing  an  efficient,  non-bureaucratic  funding  mechanism 
that  eliminates  the  need  for  state  supported  personnel. 

—Senior  programs  operate  through  a  decentralized  system  which  places  resources,  authority,  and 
decision-making  responsibility  at  the  community  level  where  the  work  gets  done.  Trained  and 
experienced  service  professionals  at  1 ,200  non-profit  organizations  develop  placements;  recruit, 
assign,  train,  and  provide  ongoing  management  support  and  technical  assistance  to  community 
agencies  and  NSSC  volunteers. 

-36,000  local  leaders,  including  many  Members  of  Congress,  serve  on  1,200  NSSC  program 
advisory  boards,  which  complement  the  efforts  of  similarly  led  Boards  of  Directors  of  the 
community  based  organizations  that  manage  the  NSSC  program  grants. 

—Older  persons  serving  in  the  Senior  Corps  programs  extend  the  staff  resources  and  expand  and 
enhance  the  services  of  the  72,500  public  and  private  non-profit  organizations  which  utilize  their 
help  to  meet  critical  needs  and  get  things  done  in  their  communities. 

The  federal  government  plays  an  important  enabling  role  by  stimulating,  supporting  and 
sustaining  the  National  Senior  Service  Corps  efforts  ~  and  by  providing  the  structure  that  ensures 
the  success  of  the  programs  without  suffocating  civic  spirit  or  compromising  local  control. 

For  example,  working  with  other  Corporation  programs,  The  RSVP,  Foster  Grandparents,  and 
Senior  Companion  programs  all  participated  in  an  effort  this  past  summer  which  demonstrated 
the  incredible  capacity  of  seniors  to  start  more  than  850  new  block  watch  programs,  16  new 
citizen  patrol  programs,  six  new  victim  assistance  programs,  and  to  open  four  new  police  mini- 
stations.  In  addition,  the  Foster  Grandparent  Program  was  able  to  expand  services  to  Head  Start 
parent-child  centers,  helping  very  young  children  from  disadvantaged  backgrounds,  as  a  result  of 
the  availability  of  Corporation  demonstration  funds.  And  the  RSVP  program  was  able  to 
develop  twelve  inter-generational  demonstration  projects  which  have  resulted  in  partnerships 
with  local  youth  organizations  such  as  Boys  and  Girls  Clubs  and  have  become  an  effective  model 
to  be  replicated  through  the  RSVP  network  of  765  projects  across  the  country.  A  similar 
partnership  pairs  RSVP  with  Youth  Volunteer  Corps  of  America  (YVCA)  projects  through 
YVCA's  AmeriCorps  project 
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Behind  the  numbers  and  data  are  the  people  of  the  Senior  Corps: 

Jim  Boal  of  Eureka,  California  was  a  systems  engineer  who  was  forced  to  retire  early  after  he 
suffered  several  heart  attacks.  He  says  he  was  feeling  depressed  about  his  sudden  change  in 
lifestyle.  Then  he  discussed  with  his  retirement  coordinator  a  wheelchair  ramp  he  had  built  for 
his  father.  The  conversation  led  to  Jim's  RSVP  assignment  with  the  Humboldt  &  Del  Norte 
County  RSVP  Access  project,  where  he  has  now  volunteered  for  1 5  years.  Jim  designs  and 
installs  ramps  and  shallow  steps  for  seniors  using  wheelchairs  and  walkers.  He  says  he  enjoys 
being  able  to  "give  disabled  seniors  access  to  their  own  homes  and  the  outside  world."  His 
project  director  says  the  seniors  could  never  afford  to  have  special  equipment  installed  in  their 
homes,  and  without  the  equipment,  some  would  have  to  be  institutionalized. 

Mel  Nowland,  a  volunteer  in  the  RSVP  of  Oklahoma  County,  Inc.  program  has  rebuilt,  set  up, 
and  programmed  nearly  250  computers  for  area  non-profit  agencies  and  community 
organizations.  Together  with  friends,  he  formed  UPGRADE,  which  takes  company  and 
individual  donations  of  computers,  which  he  repairs  and  upgrades. 

RSVP  offers  adults  like  Jim  and  Mel  who  are  55  years  of  age  and  older  opportunities  to  serve  in 
a  variety  of  settings  throughout  their  communities,  including  courts,  schools,  libraries,  day-care 
centers,  hospitals,  nursing  homes,  and  economic  development  agencies.  Volunteer  services 
include  adult  basic  education,  mentoring,  community  policing,  home  repair,  environmental 
education,  telephone  reassurance,  and  many  other  services. 

Seniors  60  years  and  older  also  have  the  opportunity  to  serve  through  the  Foster  Grandparent 
program,  providing  one-to-one  assistance  to  children  and  youth  with  special  and  exceptional 
needs.  These  include  infants  abandoned  at  birth,  addicted  to  drugs  or  HIV-positive,  children  and 
adolescents  with  learning  disabilities,  those  who  have  been  abused,  neglected,  or  who  reside  in 
homeless  shelters  or  are  in  the  juvenile  justice  system.  Foster  Grandparents  serve  20  hours  per 
week,  year  round,  in  volunteer  positions  with  Head  Start  projects,  hospitals,  public  schools,  day 
care  centers,  and  juvenile  detention  centers.  Activities  include  academic  tutoring,  teaching  self- 
care,  socialization  and  pre-vocational  skills,  and  teaching  parenting  skills  to  teen  mothers. 

Ann  Crevey,  69,  with  the  Union-Snyder  FGP  of  Laurelton,  Pennsylvania  since  1988,  serves 
troubled  children  and  teenagers.  She  teaches  them  to  express  their  feelings  in  non-violent  ways 
and  tutors  them  in  remedial  math  and  reading.  Crevey  also  serves  as  a  surrogate  parent  to  one 
boy  with  no  family.  One  of  "Grandma  Ann's"  clients,  five  year-old  Ryan,  who  she  met  in  a  class 
for  developmentally  disabled  children,  had  a  short  attention  span  and  couldn't  communicate. 
Grandma  Ann  discovered  that  these  deficiencies  were  caused,  not  by  a  handicap,  as  was 
previously  thought,  but  by  a  hearing  loss.  In  addition,  her  discovery  of  cigarette  burns  on  Ryan's 
arm  revealed  that  he  also  was  abused. 
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Crevey  became  a  foster  parent  to  Ryan,  and  under  her  care,  the  boy  blossomed.  Within  a  month 
his  lethargy  subsided  and  in  less  than  six  months,  his  behavior  and  academic  progress  improved 
so  much  that  he  was  removed  from  his  special  education  class  and  placed  into  a  class  with  his 
typical  peers.  Today,  Ryan  has  new  adoptive  parents  and  is  a  happy,  active,  well  adjusted  ten- 
year-old  who  gets  good  grades,  plays  soccer  ~  and  still  telephones  his  Grandma  Ann. 

A  third  option  available  to  seniors  60  years  and  older  is  the  Senior  Companion  Program,  which 
provides  one-on-one  assistance  to  other  adults,  primarily  the  frail  elderly.  The  services  of  Senior 
Companions  help  the  homebound  achieve  and  maintain  the  highest  possible  level  of  independent 
living.  Senior  Companions  serve  20  hours  per  week,  year  round,  working  as  part  of  a 
comprehensive  care  team  and  providing  short-term  acute  care  assistance,  non-medical  personal 
care,  home  management  assistance,  and  social  interaction  for  the  isolated.  Senior  Companions 
are  usually  assigned  to  two-to-three  clients  each,  in  many  cases  enabling  them  to  live  at  home 
and  avoid  institutionalization. 

Rheba  Smith,  84,  has  been  a  Senior  Companion  in  Michigan  for  five  years,  giving  respite  care  to 
the  families  of  stroke  victims.  She  helps  one  client,  whose  speech  is  slurred  from  the  stroke, 
with  restoration  of  language  skills  and  motion  exercises.  She  provides  respite  care  to  the 
schoolteacher  wife  of  another  client,  who  is  a  double-amputee  and  paralyzed  on  one  side.  She 
helps  a  third  client  with  motion  exercises.  Smith  worked  as  a  supervisor  of  a  local  YMCA 
residential  program  before  her  retirement  Her  Senior  Companion  service  to  disabled  seniors 
saves  potentially  $38,000  a  year  for  each  person  she  keeps  out  of  nursing  homes. 

Both  Senior  Companions  and  Foster  Grandparent  who  meet  income  guidelines  receive  a  modest 
stipend  that  helps  them  pay  for  transportation,  health  insurance  for  those  not  eligible  for 
Medicare,  and  any  other  costs  they  incur  while  serving.  The  stipend,  currently  $2.45  per  hour, 
would  increase  to  $2.50  per  hour  to  fulfill  the  mandate  in  our  authorizing  legislation. 

FY  1995  was  the  first  year  of  funding  for  the  Senior  Corps  demonstration  authority.  Working 
with  Public/Private  Ventures  and  the  Johns  Hopkins  School  of  Medicine,  the  Corporation  is 
putting  together  a  demonstration  initiative  that  promises  to  leverage  two-and-a-half  times  the 
federal  contribution  in  foundation  support  to  demonstrate  expanded  models  of  senior  service. 
We  plan  to  fund  four  demonstration  efforts  this  year  that  focus  on  senior  service  to  children, 
operating  the  demonstrations  through  existing  Senior  Corps  projects  rather  than  establishing  new 
administrative  structures.  We'll  build  on  the  best  of  our  current  National  Senior  Service  Corps 
projects  while  positioning  these  proven  programs  to  meet  changing  needs  and  demographics. 
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Currently,  the  National  Senior  Service  Corps  programs  provide  opportunities  for  less  than  two 
percent  of  eligible  seniors  to  participate.  NSSC  programs  all  have  waiting  lists,  both  of  people 
who  want  to  serve  and  of  organizations  and  individuals  seeking  the  services  of  our  program 
participants.  In  Lake  County,  Illinois,  for  example,  we  currently  have  238  older  persons  serving 
in  RSVP.  The  1990  census  data  showed  that  Lake  County  had  81,920  persons  over  the  age  of 
55,  or  15.9  percent  of  the  population.  Thus  RSVP  is  only  engaging  three-hundredths  of  one 
percent  of  the  eligible  seniors  in  Lake  County. 

To  close  this  gap,  we  should  build  on  the  experience  and  infrastructure  of  the  National  Senior 
Service  Corps.  The  present  challenge  is  to  begin  evolving  these  efforts  into  a  national  service 
movement  truly  capable  of  harnessing  the  vast  potential  offered  by  the  senior  population  —  and 
to  do  so  in  time  to  ride  the  demographic  wave,  rather  than  allowing  it  to  overcome  us. 

A  recent  study  for  the  U.S.  Administration  on  Aging  found  that  14  million  Americans  over  the 
age  of  65  (37.4  percent  of  the  senior  population)  would  like  to  become  involved  in  volunteer 
service,  while  four  million  current  volunteers  indicated  they  would  like  to  contribute  more  time. 
Forty  percent  of  those  surveyed  say  the  government  should  be  doing  more  to  promote  service 
opportunities.  Other  studies  show  similar  preferences. 

For  many  older  persons,  retirement  means  a  jarring  transition  from  productivity  to  idleness. 
Fifty-five  percent  of  elder  respondents  to  a  Louis  Harris  Poll  lament  the  loss  of  usefulness  after 
retirement  Isolation  and  loss  of  purpose  have  been  shown  to  cause  premature  dependency  and 
increased  risk  of  deterioration,  illness,  and  untimely  death.  Conversely,  productive  engagement 
and  strong  social  networks  contributes  to  prolonged  mental  and  physical  health. 

Many  of  you  visit  the  Senior  Corps  projects  when  you  are  in  your  districts,  and  many  of  you 
participate  at  recognition  events.  You  have  seen  first  hand  the  extraordinary  things  that  are  being 
done  in  communities  across  America  by  our  Senior  Corps  volunteers.  Some  of  you  have 
members  of  your  families  who  participate  in  these  programs,  or  who  are  served  by  them.  You 
know  how  these  programs  lift  the  spirits  of  all  who  are  involved  in  them.  You  see  their  cost- 
effectiveness.  You  are  aware  of  the  dollars  saved  by  our  current  investment  in  the  National 
Senior  Service  Corps. 

Enhanced  investment  in  senior  service  now  will  pay  off  in  the  short  and  long  term  ~  savings 
realized  by  the  value  of  service  rendered  to  communities  across  America  by  our  Senior  Corps 
volunteers;  savings  realized  as  we  provide  additional  avenues  for  our  older  population  to  be 
involved  in  meaningful  service  opportunities;  and  savings  realized  as  that  very  involvement 
keeps  older  people  healthy  and  independent,  delaying,  shortening,  or  even  preventing  time  spent 
depending  on  others  and  on  society. 
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PROGRAM  ADMINISTRATION 

The  program  administration  budget  of  $34.5  million  includes  funding  for  staff  at  headquarters,  in 
five  cluster  offices  and  in  47  state  offices.  The  field  staff  is  responsible  for  developing  successful 
projects  and  for  monitoring  them.  The  field  staff  also  provides  technical  assistance  and  serve  as 
liaisons  between  the  Corporation  and  the  state  commissions  on  national  and  community  service, 
and  with  other  state  officials  and  local  organizations.  They  are  an  integral  part  of  a  decentralized 
organization  that  can  respond  to  specific  needs  of  particular  communities,  states  or  regions  of  the 
country.  This  past  year,  the  Corporation  reorganized  its  field  structure  of  nine  regional  offices 
into  five  clusters.  The  change  represents  not  only  a  change  in  numbers  of  offices,  but  a  change  in 
philosophy  that  now  involves  increased  cooperation  and  resource  sharing  among  states  within  a 
cluster. 

The  program  administration  budget  also  includes  funding  for  evaluation  ($1.1  million)  and  for 
external  affairs  ($3.2  million),  including  public  affairs,  public  liaison  and 
congressional/intergovernmental  affairs. 


CONCLUSION 

AmeriCorps*VISTA  and  the  National  Senior  Service  Corps  each  play  a  vital  role  in  the  national 
service  movement  Each  program  meets  unique  needs  of  people  wanting  to  serve  and  of 
communities  needing  service.  AmeriCorps*VISTA  distinguishes  itself  by  providing 
communities  with  the  tools  to  improve  themselves.  The  Senior  Corps  offers  unique 
opportunities  for  seniors  to  become  involved  in  community  service. 

While  the  programs  of  the  Domestic  Volunteer  Service  Act  share  a  proud  history  of 
accomplishments,  they  also  have  evolved  to  meet  changing  needs  of  society.  They  build 
partnerships,  strengthen  communities  and  provide  a  cost-effective  way  of  getting  things  done.  In 
these  times  of  tight  budgets,  supporting  national  service  is  a  wise  investment  in  addressing 
community  needs. 

Thank  you  for  this  opportunity  to  testify  before  you.  At  this  time  I  would  be  happy  to  answer 
any  questions. 
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bachelor's  degree  from  Brandeis  University  in  1964  and  a  Juris 
Doctorate  from  the  University  of  Michigan  Law  School  in  1967. 
He  is  married  and  has  two  children. 
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Mr.  Porter.  Thank  you,  Mr.  Segal. 

Because  it  is  a  little  unusual  for  our  subcommittee  to  have  cli- 
ents of  programs  join  us,  do  you  want  to  introduce  any  of  the 
groups  that  have  joined  you  today? 

Mr.  Segal.  I  know  we  have  with  us  today  some  of  the  people 
who  I  spoke  about  today — our  Foster  Grandparent  Program,  some 
of  our  Foster  Grandparents  are  here.  In  this  day  and  age,  a  pro- 
gram is  not  as  good  as  identifying  with  the  faces  of  the  people  who 
are  volunteering  their  time  to  make  their  communities  better.  I 
think  we  have  several  people  from  the  Foster  Grandparent  Pro- 
gram with  us  today. 

Would  you  raise  your  hands,  if  you  are  with  our  Foster  Grand- 
parent Program. 

[Show  of  hands.] 

Mr.  Porter.  That  is  a  lot. 

Mr.  Segal.  I  think  that  is  it,  Mr.  Chairman.  It  is  just  the  Foster 
Grandparents,  all  from  this  area,  who  took  time  to  visit  with  us 
and  to  be  with  you  today. 

Mr.  Porter.  We  thank  them  all  for  being  with  us.  As  I  said,  it 
is  a  little  unusual  for  our  subcommittee,  but  we  are  happy  to  have 
you. 

We  do  have  to  get  to  some  tough  questions. 

The  House  has  adopted  zero-based  budgeting.  That  means  that 
our  initial  question  with  anyone  before  our  subcommittee  is  wheth- 
er we  ought  to  continue  funding  for  the  program  at  all.  I  think  ev- 
eryone agrees  that  the  Corporation  for  National  Service  provides 
the  country  a  valuable  service,  but  is  it  a  service  that  could  be  done 
elsewhere  and  without  cost  to  the  Federal  taxpayers? 

As  we  continue  the  effort  to  balance  the  Federal  budget,  re- 
sources are  going  to  decline  and  we  will  have  to  make  difficult  pri- 
ority choices,  as  you  know,  Mr.  Segal.  The  subcommittee  has  al- 
ready passed  rescissions  of  nearly  $6  billion  and  we  will  have  to 
make  additional  cuts  in  the  range  of  $4  billion  to  $6  billion  in  the 
fiscal  year  1996  bill. 

So  as  we  ask  you  difficult  questions,  keep  in  mind  that  we  all 
understand  the  value  of  these  volunteer  programs.  But  we  need  to 
get  a  sense  of  the  value  relative  to  HeadStart,  Pell  grants,  job 
training,  biomedical  research,  and  all  the  other  meritorious  pro- 
grams funded  in  our  bill.  We  need  to  know  what  is  working  effec- 
tively and  what  is  not. 

In  your  oral  and  written  statements  and  in  the  justification,  the 
Corporation  places  great  emphasis  on  the  value  of  social  services 
provided  by  its  volunteers.  These  services  seem  to  form  the  founda- 
tion of  the  justification  for  community  service.  However,  we  need 
community  service  that  is  effective  and  produces  real  value  for  the 
country. 

My  staff  has  visited  several  programs  which  receive  assistance 
from  various  Federal  volunteer  programs.  The  impression  they  took 
away  was  that  the  quality  and  effectiveness  of  these  programs  vary 
very  widely.  The  justification  and  your  written  statement  refer  re- 
peatedly to  evaluations  of  the  programs.  I  am  concerned  that  these 
evaluations  seem  universally  to  measure  inputs  rather  than  out- 
puts. 
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For  example,  the  evaluations  tell  us  about  the  number  of  hours 
volunteered  and  the  number  of  individuals  assisted.  While  this  in- 
formation is  descriptive,  it  is  of  no  use  to  us  in  judging  the  relative 
value  of  the  service  provided.  Unfortunately,  the  evidence  you  pro- 
vide regarding  outcomes  seems  to  be  mainly  anecdotal. 

EVALUATIONS 

Does  the  Corporation  perform  comprehensive  evaluations  on  the 
effectiveness  of  its  volunteer  programs?  For  example,  can  we  quan- 
tify how  many  people  achieved  functional  literacy  or  how  many 
people  avoided  institutionalization  as  a  result  of  these  national 
service  programs?  Do  we  know  conclusively  how  much  Medicaid 
funding  we  save  as  a  direct  result  of  the  Senior  Companion  Pro- 
gram? 

Mr.  Segal.  Mr.  Chairman,  thank  you. 

I  share  your  hope  that  we  will  over  time  develop  a  methodology 
that  can  always  quantify  output  measurements. 

Let  me  begin  by  saying  what  Albert  Einstein  once  said,  "Not  ev- 
erything that  counts  can  be  counted,  and  not  everything  that  can 
be  counted  counts." 

After  having  said  that,  I  know  we  don't  always  have  the  luxury 
of  hiding  behind  quotations  like  that.  And  I  will  say  in  many  cases 
we  can  document  the  output  measurements. 

Let  me  tell  you  about  one  AmeriCorps*VISTA  program  in  the 
State  of  Texas  where  we  can  show,  as  the  result  of  80  some 
AmeriCorps*VISTA  members  participating  for  a  comparatively 
short  period  of  time,  104,000  little  kids  were  immunized  from  child- 
hood diseases.  We  have  actually  been  able  to  determine  that  for 
every  $1  the  Federal  Government  invested  in  that  particular  pro- 
gram in  Texas  the  savings  is,  at  an  absolute  minimum  in  the  form 
of  reduced  medical  expenses,  $5.65,  with  some  estimates  being  a  lot 
higher. 

That  particular  program  was  so  effective  in  the  State  of  Texas 
that  it  led  to  the  Texas  Department  of  Health  now  picking  up  a 
substantial  part  of  the  cost  of  the  program.  Our 
AmeriCorps*VISTAs  organize  the  program,  do  the  outreach  to  the 
community,  build  the  volunteer  network,  and  help  keep  the  hos- 
pitals and  nursing  homes  and  facilities  open.  In  the  process  we 
have  now  increased  the  number  of  young  people  immunized  in  the 
State  of  Texas  to  well  over  200,000. 

There  are  many  other  cases  where  we  can  document  output 
measurements.  We  actually  have  a  study  which  we  will  present  to 
your  committee,  Mr.  Chairman,  which  goes  into  more  than  just  an- 
ecdotal. It  has  hard  core  data  on  what  we  have  accomplished  in  the 
area  of  education,  health  and  human  needs,  housing,  environment, 
and  public  safety — all  of  which  we  can  supply  to  the  committee  at 
its  convenience. 

Mr.  Porter.  I  wonder  if  you  can  provide  any  comprehensive  per- 
formance evaluations,  i.e.,  outputs  for  the  record. 

Mr.  Segal.  We  certainly  can,  Mr.  Chairman.  We  have  just  com- 
pleted a  study  which  will  point  to  adults  who  have  passed  the  GED 
degree,  crack  houses  closed,  block  associations  created.  We  recog- 
nize some  of  these  one  might  define  as  input  measurements,  but 
I  think  in  many  cases  we  can  talk  to  the  hard  consequences  of 
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AmeriCorps*VISTAs  and  the  senior  program  as  being  actually  in 
place.  We  would  be  happy  to  supply  that  to  the  committee. 

Mr.  Porter.  On  page  58  of  your  justification,  you  list  eight  eval- 
uations of  VISTA  or  senior  programs  that  will  be  performed  over 
the  next  2  years.  Again,  the  question  is  do  these  evaluations  con- 
tain specific  performance  measures,  and  will  they  give  us  any  out- 
comes data  on  the  effectiveness  of  community  service  programs?  If 
so,  can  you  provide  the  specifics  for  the  record? 

Mr.  Segal.  As  for  the  12,  I  am  going  to  ask  either  Mr.  Scheibel 
or  Mr.  Kowalczyk  if  they  would  like  to  brief  you  on  where  we  stand 
on  the  12.  There  are  some  specific  evaluations  which  do  provide  the 
output  measurements,  which  we  will  in  fact  be  happy  to  supply.  It 
clearly  is  not  all  the  12,  but  they  are  based  on  an  accomplishment 
survey  provided  for  the  year  1994.  It  will  point  to  beyond  just 
adults  who  have  passed  GED  degrees.  It  will  talk  about  immuniza- 
tions done.  It  will  talk  about  recreation  programs.  It  will  talk  about 
a  whole  host  of  what  I  think  we  would  commonly  agree  on  as  out- 
put measurements  for  the  taxpayer  dollars  that  are  producing  ac- 
tual results. 

[The  information  follows:] 

Evaluations 

All  the  evaluations  in  the  budget  justification  are  multi-year  studies  that  examine 
outcomes  and  performance.  The  eight  items  refer  to  four  evaluations  funded  across 
three  fiscal  years.  The  AmeriCorps*VTSTA  Accomplishments  evaluation  is  an  an- 
nual survey  of  AmeriCorps*VISTA  projects  that  collects  information  on  the  perform- 
ance and  outcomes  of  the  AmeriCorps*VISTA  program  and  its  projects.  The  survey 
provides  information  on  the  performance  of  each  project  on  specific  measures.  It 
began  in  FY  1994  and  will  continue  through  fiscal  years  1995  and  1996.  Attached 
is  a  report  on  the  preliminary  results  of  this  year's  survey,  "AmeriCorps*VISTA  Ac- 
complishments in  1994,  Preliminary  Results",  produced  by  Westat,  Inc.  of  Rockville, 
Maryland.  Also  attached  is  a  chart  that  summarizes  the  resource  mobilization  re- 
sults of  the  AmeriCorps*VISTAs. 

The  Evaluation  of  the  Retired  and  Senior  Volunteer  Program  is  a  multi-year  effort 
that  began  this  fiscal  year.  The  first  year's  effort  will  collect  performance  and  out- 
come information  through  an  accomplishment  survey.  In  FY  1996  the  evaluation 
will  begin  a  multi-year  study  to  examine  the  impact  RSVP  volunteers  have  on  the 
recipients  of  service  and  the  communities  in  which  they  serve. 

The  Senior  Companion  Program  and  Foster  Grandparent  Program  evluations  are 
both  three-year  studies  that  are  scheduled  to  begin  in  FY  1996.  They  will  both  focus 
on  performance  and  outcomes  and  examine  the  impact  the  programs  have  on  the 
recipients  of  service  and  the  communities  where  service  is  given. 
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An  Employee-Owned  Research  Corporation 

Blvd.    •    Rockv.lle.    MD    20850-3129    •    301     251-1500    •    FAX    301     294-S04Q 


AmeriCorps*VISTA 
Accomplishments  in  1994 


Preliminary  Results 


April  7,  1995 


AmeriCorps*VISTA  (Volunteers  In  Service  To  America)  members  work  through  local 
sponsoring  organizations  that  serve  low-income  communities.  They  work  as  capacity  builders  so 
that  local  organizations  are  better  able  to  meet  the  challenges  JicJ  communities  face. 
AmeriCorps*VISTAs  mobilize  resources,  recruit  and  organize  local  volunteers,  coordinate 
activities  and  develop  local  services. 

This  report  presents  estimates  of  the  accomplishments  of  AmeriCorps*VISTAs  at  674 
projects  across  the  country  that  were  in  operation  throughout  1994.  Westat  administered  a 
questionnaire  to  a  stratified  random  sample  of  136  projects  that  gathered  information  from  local 
project  directors  on  the  accomplishments  of  the  AmeriCorps*VISTAs  and  the  AmeriCorps*VISTA 
projects  during  1994.  The  numbers  reported  in  this  report  represent  annualized  national  estimates 
of  AmeriCorps*VISTA  projects  in  operation  for  at  least  one  year  based  upon  the  results  from  the 
sample.  The  final  report,  which  will  describe  the  results  from  the  entire  universe  of  projects,  will 
be  available  by  fall  1995. 
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Education 

In  the  area  of  education,  an  estimated  181,717  people  benefitted  from  the  work  of 
AmeriCorps*VISTAs,  and  3,528,485  hours  of  service  were  provided  !>y  AmeriCorps*VISTA 
recruited  community  volunteers.  In  1994,  AmeriCorps*VISTAs  are  estimated  to  have: 

•  Helped  1,555  adults  earn  General  Equivalency  Degrees  (GEDs). 

•  Helped  enroll  1,617  adults  in  adult  basic  education  training  or  postsecondary 
education. 

•  Enrolled  43,671  people  in  adult  literacy  programs  and  34,977  people  in  English  as  a 
Second  Language  (ESL)  programs  at  worksites,  corrections  institutions,  or  other 
locations. 

•  Established  or  expanded  417  family  literacy  programs  and  enrolled  7,852  families  in 
them. 

•  Trained  14,965  adult  literacy  tutors  and  3,346  adult  ESL  tutors. 

•  Enabled  3,829  individuals  to  receive  vocational  education  or  training  and  1,147 
private  sector  partners  to  participate  in  vocational  education  >.-•..,  rams. 

•  Enrolled  3,588  youth  in  dropout  recovery  programs,  1,535  j  juth  in  GED  or 
alternative  high  school  programs,  and  5,821  youth  in  supplemental  weekend  or  after- 
school  literacy  programs. 

•  Helped  11,062  children  receive  child  care  or  day  care  services  and  established  or 
expanded  150  child  care/day  care  programs. 


Public  Safety 

In  the  area  of  public  safely,  an  estimated  330,797  people  benefitted  from  the  work  of 
AmeriCorps*VISTAs,  and  226,430  hours  of  service  were  provided  by  AmeriCorps*VISTA 
recruited  community  volunteers.  In  1994,  AmeriCorps*VISTAs  are  estimated  to  have: 

•  Established  25  citizens  patrols  and  expanded  or  revitalized  5  other  citizen  patrols, 
freeing  18,482  hours  of  police  officers'  time. 

•  Generated  36,955  hours  of  citizen  patrol  coverage. 

•  Established  or  expanded  718  neighborhood  watch  programs. 

•  Generated  49,923  hours  of  volunteer  community  policing  activities. 
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Public  Safety  (Continued) 

•  Enabled  3,450  households  to  receive  security  audits. 

•  Counseled  536  gang  members. 

•  Trained  10,921  individuals  in  delinquency  and  crime  prevention. 

•  Trained  2,309  individuals  in  conflict  mediation  techniques. 

•  Served  982  individuals  through  victim  assistance  programs  and  counseled  866  rape 
victims. 

•  Helped  37,340  individuals  participate  in  alcohol/drug  abuse  prevention  programs  and 
enabled  1,727  individuals  to  participate  in  alcohol/drug  abuse  treatment  programs. 

Human  Needs 

In  the  area  of  human  needs,  an  estimated  2,309,944  people  benefitted  from  the  work  of 
AmeriCorps*VISTAs,  and  4,658,092  hours  of  service  were  provided  by  AmeriCorps*VISTA 
recruited  community  volunteers.  In  1994,  AmeriCorps*VISTAs  are  estimated  to  have: 

•  Immunized  13,570  children  and  3,250  adults. 

•  Recruited  1,082  volunteer  health  professionals. 

•  Helped  log  84,105  health  clinic  visits  and  provided  medical  care  transportation 
45,586  times. 

•  Provided  health  or  nutrition  education  to  4,349  prenatal  or  nursing  mothers. 

•  Provided  13,681  individuals  with  HIV/AIDS  awareness  materials  and  HTV/AIDS 
counseling  to  1,907  people. 

•  Provided  1 1 ,523  individuals  with  mental  health  counseling. 

•  Provided  teenage  pregnancy  prevention  materials  or  presentations  to  16,161  teens, 
and  recruited  and  trained  587  teenage  pregnancy  prevention  volunteers. 

•  Identified  and  placed  1,299  individuals  with  disabilities  in  independent  living 
programs. 

•  Helped  212  individuals  with  disabilities  obtain  jobs. 

•  Assisted  1,556  families  of  individuals  with  disabilities  through  respite  services. 
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Human  Needs  (Continued) 

•  Established  or  expanded  485  programs  for  senior  citizens  an-'  supported  36,774 
individuals  in  senior  citizens  programs. 

•  Matched  4, 1 19  senior  citizens  with  peer  companions. 

•  Enabled  1,029  senior  citizens  to  be  served  by  adult  day  care  programs,  and  helped 
166,355  senior  citizens  in  meal  programs. 

•  Helped  rehabilitate  1,474  low-income  housing  units  and  helped  build  460  new 
houses. 

•  Generated  $2,259,725  worth  of  donated  materials  for  new  housing  construction. 

•  Enabled  1,450  low-income  individuals  or  families  to  own  homes. 

•  Assisted  745  low-income  individuals  or  families  to  obtain  housing  loans. 

•  Placed  3,583  homeless  individuals  or  families  in  permanent  housing  and  3,425 
homeless  individuals  or  families  in  transitional  housing. 

•  Helped' establish  or  expand  93  food  banks,  organized  691  fevJ.  drives,  and  solicited 
and  utilized  593  additional  sources  of  food. 

•  Collected  and  distributed  3,283,159  tons  of  food  to  needy  individuals  and  helped  an 
estimated  235,529  individuals  to  receive  food. 

•  Helped  place  9,347  formerly  jobless  individuals  in  jobs  at  an  estimated  average 
hourly  wage  of  $5.65  and  referred  18,162  jobless  persons  to  job  opportunities. 

•  Convinced  2,793  businesses  to  hire  unemployed  individuals. 

•  Helped  low-income  people  establish  81  new  small  businesses  and  expand  36  existing 
small  businesses. 

•  Supported  102  businesses  in  incubator  programs  and  helped  76  businesses  participate 
in  financial  cooperatives. 
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Environment 

In  the  area  of  the  environment,  an  estimated  178,878  people  benefitted  from  the  work  of 
AmeriCorps*VISTAs,  and  22,106  hours  of  service  were  provided  by  AmeriCorps*VISTA 
recruited  community  volunteers.  In  1994,  AmeriCorps*VISTAs  are  estimated  to  have: 

•  Winterized  or  weatherized  746  housing  units. 

•  Tested  1,597  sites  for  water  quality  and  enabled  8,000  households  to  be  served  by 
new,  expanded,  or  revitalized  water  systems. 

•  Made  it  possible  for  approximately  1 ,000  households  to  be  served  by  new  or 
expanded  waste  treatment  systems. 


Resource  Mobilization 

A  key  focus  for  AmeriCorps*VISTAs  is  the  mobilization  of  resources  for  the  sponsoring 
organization  and  the  AmeriCorps*VISTA  project.  In  1994,  AmeriCorps*VISTAs  are 
estimated  to  have: 

•  Raised  a  total  of  $97,333,559  for  their  projects  and  sponsoring  agencies  - 
$50,701,807  actual  funds  and  $46,631,752  in-kind  resources.  In  other  words,  they 
raised  $3.13  in  funds  and  in-kind  resources  ($1.63  in  actual  funds  and  $1.50  in-kind 
resources)  for  every  dollar  of  AmeriCorps* VISTA  funding  in  1994,  a  three-to-one 
ratio  of  resources  generated  to  dollars  invested. 

•  Recruited  community  volunteers  who  volunteered  a  total  of  8,435, 1 13  hours  of 
service. 
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RESOURCES  MOBILIZED  IN  1994  BY 

AMERICORPS*VISTAS  AT  674  PROJECTS 

IN  OPERATION  FOR  AT  LEAST  1 1  MONTHS* 


The  AmeriCorps*VISTAs  raised  S3. 13  in  funds  and  in-kind  resources  (SI. 63  in 
actual  funds  and  SI. 50  in-kind  resources)  for  every  dollar  of  federal  funding  in  1994, 
a  three-to-one  ratio  of  resources  generated  to  dollars  invested.** 

Community  volunteers  recruited  by  the  AmeriCorps'VISTAs  volunteered  a  total  of 
8,435,113  hours  of  service  in  1994. 


Funds  Successfully  Raised 

for  education  programs 

S3,993.845 

for  human  needs  programs 

$10,135316 

for  natural  environment  programs 

$3,052,170 

for  public  safety  programs 

$1,273,228 

for  general  support  of  the  sponsoring  organization 

:•;:  1^7,248 

Total  Funds  raised 

S50,70 1,807 

In-Kind  Resources  Successfully  Raised 

for  education  programs 

$8,705,613 

for  human  needs  programs 

$14,796,220 

for  natural  environment  programs 

S250,080 

for  public  safety  programs 

SI  ,200,066 

for  general  support  of  sponsoring  organization 

S2 1,679,773 

Total  Dollar  Value  Raised 

S46,631,752 

Total  Dollar  Value  of  Funds  and  Goods  Raised  by  VIST  As  in  1994 

$97333459 

Number  of  Hours  Provided  by  Community  Volunteers  Recruited  by 

8,435,113 

VISTAs 

*     These  estimates  are  based  on  a  stratified  random  sample  of  1 36  of  674 
projects  in  existence  for  at  least  1 1  months. 

**  This  is  based  on  an  estimate  that  the  federal  funding  in  FY1994  for  these  674  projects 
was  approximately  $31,095,975.  The  total  of  $97,333,559  raised  with  $31,095,975  in 
federal  funding  yields  $3.13  raised  for  every  federal  dollar. 
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FULL-TIME  EQUIVALENTS  (FTES) 

Mr.  Porter.  The  President  has  committed  to  reducing  the  Fed- 
eral work  force  by  252,000  FTEs.  Your  budget  indicates  that  FTEs 
increased  from  354  to  380  in  fiscal  year  1995  and  will  remain  at 
that  level  in  fiscal  year  1996.  That  represents  growth  in  fiscal  year 
1995  FTEs  of  about  twice  the  level  of  growth  in  the  budget. 

Has  the  Corporation  received  a  waiver  from  the  downsizing  ini- 
tiative? 

Mr.  Segal.  My  understanding  is  that  we  are  not  increasing  the 
number  of  FTEs  in  fiscal  year  1996,  but  maybe  I  would  ask  Mr. 
Kowalczyk,  our  Acting  Chief  Financial  Officer,  to  respond  to  that. 

Mr.  Kowalczyk.  As  a  corporation,  we  have  a  number  of  startup 
activities,  some  of  which  are  before  the  other  committee.  We  have 
actually  downsized  in  certain  parts  of  the  organization  and  reallo- 
cated those  FTEs  in  the  other  parts. 

Between  fiscal  years  1995  and  1996,  as  you  indicated,  our  budget 
shows  level  FTEs.  Fiscal  year  1994,  that  was  the  first  year  of  the 
Corporation.  As  a  startup  organization,  we  hired  at  the  beginning 
of  the  year  and  those  FTEs  occurred  throughout  the  year.  In  terms 
of  the  total  FTEs  allocated  to  the  Corporation  as  a  new  startup  or- 
ganization, there  were  less  than  100  new  FTEs  allocated.  We  are 
participating  in  the  downsizing  and  have  decreased  administrative 
and  other  functions  and  reallocated  some  to  other  parts  of  the  Cor- 
poration. 

You  only  see  part  of  the  total  request  for  the  Corporation  here 
for  administration.  The  other  roughly  200  FTEs  are  before  the 
HUD/VA  Subcommittee. 

DEFICIT  REDUCTION 

Mr.  Porter.  Mr.  Segal,  what  is  the  Corporation  doing  to  contrib- 
ute to  deficit  reduction? 

Mr.  Segal.  I  think  the  Corporation  has  from  its  onset  believed 
as  a  new  entity  that  it  was  going  to  be  in  the  forefront  of 
reinventing  Government.  There  are  several  steps  that  we  have 
taken  to  make  our  organization  both  in  Washington  and  the  field 
far  more  customer  friendly.  We  have  changed  our  field  structure 
dramatically  with  commensurate  cost  savings  to  the  taxpayer  by 
going  from  a  regional  structure  to  a  cluster  environment.  So  effec- 
tively we  knocked  out  one  entire  level  of  bureaucracy  in  the  field. 
Our  relationship  now  is  directly  with  our  State  offices.  That  is  one 
way  we  have  done  this. 

The  mere  existence  of  the  Corporation,  Mr.  Chairman,  is  prob- 
ably our  most  powerful  statement  about  deficit  reduction.  Rather 
than  creating  a  separate  entity  in  1993  when  the  Congress  passed 
the  legislation  authorizing  the  Corporation,  this  could  have  been  an 
organization  independent  of  the  existing  Action  agency  and  the 
then  existing  Commission,  which  would  have  meant  three  legal 
staffs,  three  public  affairs  staffs,  three  program  staffs.  Effectively, 
by  merging  the  three  entities  into  one,  we  believe  we  have  avoided 
lots  of  duplication  and  lots  of  expenses,  both  in  terms  of  deficit  re- 
duction and  in  terms  of  FTEs  as  well. 

We  are  continuing  to  look  at  ways  to  grow  movement  in  the  field 
without  creating  a  new  Federal  bureaucracy. 
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Mr.  Porter.  Mr.  Stokes. 

Mr.  Stokes.  Thank  you  very  much,  Mr.  Chairman. 

Good  morning,  Mr.  Segal. 

Mr.  Segal.  Good  morning,  Mr.  Stokes. 

RENEWED  VIGOR  TO  NATIONAL  SERVICE  MOVEMENT 

Mr.  Stokes.  Mr.  Segal,  in  your  opening  statement  you  make  the 
comment  that  the  Corporation  has  brought  renewed  vigor  to  the 
national  service  movement.  Can  you  elaborate  on  that  statement 
for  us? 

Mr.  Segal.  In  1993,  Mr.  Stokes,  the  Congress  in  its  wisdom 
passed  the  National  and  Community  Service  Trust  Act,  which 
joined  together  the  30-year  history  that  we  celebrate  this  morning 
with  a  new  movement,  a  movement  that  gives  young  people  an  op- 
portunity not  only  to  serve  in  their  country  but  to  get  an  edu- 
cational award  as  well. 

We  now  have  in  addition  to  the  AmeriCorps*VISTA  members 
mentioned  here  20,000  young  people — more  than  ever  served  in  the 
history  of  the  Peace  Corps — serving  around  our  country  in  the 
areas  of  education,  human  needs,  the  environment,  and  public  safe- 
ty. Young  people — in  the  tradition  of  VISTA  and  also  in  the  tradi- 
tion of  the  Peace  Corps,  and  the  Civilian  Conservation  Corps — who 
are  performing  essentially  as  VISTAs  are,  providing  direct  service 
in  the  field  to  energize  the  volunteer  community.  We  are  bringing 
a  real  commitment  to  public/private  partnership,  a  real  commit- 
ment to  a  decentralized  structure,  not  to  a  new  Federal  bureauc- 
racy. It  is  a  movement  which  we  believe  has  the  Federal  Govern- 
ment operating  as  an  investment  banker  investing  in  local  non- 
profits rather  than  creating  a  new  organization  here  in  town. 

The  results  there,  as  the  results  of  VISTA  where  we  learned  lots 
of  lessons,  has  been  enormously  positive  in  only  6  or  7  months.  We 
also  have  some  data  on  that  experience  today  which  we  will  also 
make  available  to  this  committee  as  well. 

[The  information  follows:! 
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AGGIRRE  INTERNATIONAL 

1 735  North  Lynn  Street.  Suite  1 000  •  Rosslyn,  VA  22209-201 9 


1  Borel  Avtniie,  Suite  402    •    San  h 


AmeriCorps*USA  at  Five  Months 


A  Summary  of Accomplishments  frt 
52  Randomly  Selected  Sites  ' 


The  following  report  aggregates  and  summarizes  the  bulk  of  the  accomplishments  of  1 ,654 
AmeriCorps'USA  Members  serving  at  52  sites  that  were  selected  randomly  from  across  the 
nation.  Listed  accomplishments  represent  the  efforts  of  approximately  8%  of 
AmeriCorps* USA's  operating  sites  during  the  first  five  months  of  operation-from  September, 
1994  through  January,  1995. 

The  accomplishments  are  grouped  within  AmeriCorps* USA's  four  issue  areas:  education,  public 
safety,  health  and  human  needs,  and  environmental  and  neighborhood  restoration.  The  list,  while 
both  long  and  diverse,  is  not  exhaustive;  not  every  accomplishment  has  been  captured. 
Nevertheless,  the  list  summarizes  the  major  accomplishments  of  the  selected  sites. 


1  Accomplishments  listed  are  from  reviews  conducted  with  each  operating  site  by 
Aguirre  International  e valuators  between  February  7  and  March  9,  1995. 


Education 

The  AmeriCorps  Members  helped  children  and  youth  from  impoverished  urban  and  rural 
communities  to  succeed  in  school.  They  taught  in  classrooms,  established  new  learning  programs 
in  and  out  of  school,  and  prepared  preschoolers  for  the  demands  of  school.  Specific 
accomplishments  include  the  following: 

•  Taught  1 ,430  and  tutored  7,638  preschool,  elementary,  and  junior  high  school  students  in 
basic  educational  skills. 

•  Conducted  enriched  learning  programs  and  initiated  new  ones  —  such  as  computer-based 
reading  instruction,  peer  tutoring,  scientific  experimentation,  and  programs  for  children  with 
special  needs  —  for  6,414  children. 

•  Established  after-school  and  vacation  programs  to  reinforce  the  academic  involvement  of 
4,656  children. 

The  AmeriCorps  Members  helped  at-risk  children  succeed  in  school  by  assisting  them  and  their 
families  to  develop  their  sense  of  civic  and  community  responsibility  and  to  become  more  stable, 
more  self-sufficient,  and  more  involved  in  the  community.  Specific  accomplishments  include  the 
following: 

•  Organized  and  supervised  community  service  projects  for  4,469  at-risk  children  and  youth. 
Projects  included  neighborhood  cleanups  and  providing  food  for  elderly  people. 

•  Counseled,  taught  parenting  skills,  and/or  provided  problem  solving  assistance  to  390 
families,  183  teen  parents,  and  the  low-income  families  of  440  children  at  risk  of  failing  in 
school. 

•  Provided  literacy  or  employment-related  training  for  694  adults. 

•  Provided  intensive  educational  support  —  including  regular  counseling  —  to  30  troubled 
teenagers  living  in  group  homes  and  33  low-income  children,  including  22  homeless 
preschoolers. 
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Public  Safety 

The  AmeriCorps  Members  started  neighborhood  safety  programs,  mobilized  neighbors,  and 
improved  community/police  relations,  resulting  in  safer  communities.  Specific  accomplishments 
include  the  following: 

•  Escorted  8,500  children  to  school  through  safe  corridors. 

•  Started  258  neighborhood  safety  programs  and  patrolled  250  vacant  buildings  to  prevent 
violence,  drug-dealing  and  other  illegal  activities. 

•  Initiated  2  programs  to  improve  community/police  relations,  including  assisting  a  police 
mobile  unit. 

The  AmeriCorps  Members  worked  to  prevent  violence  in  school  by  teaching  mediation  techniques, 
resulting  in  decreased  incidence  of  violence  and  negative  behavior.  Specific  accomplishments 
include  the  following: 

•  Resolved  414  school  conflicts  that  might  otherwise  have  ended  in  violence  or  with  students 
dropping  out  of  school  because  of  fear  of  violence. 

•  Taught  conflict  resolution  techniques  to  8,1 19  school  children. 

•  Counseled  and  taught  alternatives  to  violence  to  1,350  potential  or  actual  gang  members 
and  54  parents  of  children  at  risk  of  becoming  involved  in  gangs. 

•  Initiated  3  programs  to  train  school  and  community  members  to  implement  violence 
prevention  activities. 

•  Secured  donated  materials  and  created  a  memorial  garden  and  mural  in  memory  of  3 
children  slain  in  the  streets. 

The  AmeriCorps  Members  worked  to  prevent  violence  and  drug  abuse  in  families  and  communities 
and  provided  direct  assistance  to  victims  of  crime  as  well  as  referring  them  to  needed  services. 
Specific  accomplishments  include  the  following: 

•  Conducted  workshops  for  220  at-risk  individuals  about  family  violence  prevention. 

•  Answered  crisis  hotline  calls  and  made  referrals  for  878  victims  of  sexual  and  domestic 
violence. 

•  Provided  each  of  470  victims  of  sexual  and  domestic  violence  with  30  days  of  counseling 
and  assistance. 

•  Counseled  35  elementary  or  high-school  students  in  crisis  as  a  result  of  rape,  violence,  or 
home  difficulties. 

•  Counseled  1 ,  180  teenagers  about  alcohol  and  drug  abuse. 

•  Conducted  home  visits  about  drug  or  alcohol  abuse  prevention  with  1 20  community 
residents. 


Aguirre  International  AmeriCorps* USA  Accomplishment  Summary  —  Page  3 

March  21.  1995 


311 


Health  and  Human  Needs 

The  AmeriCorps  Members  made  independent  living  easier  for  disabled,  elderly,  or  hospitalized 
individuals  by  providing  direct  support  service  and  by  recruiting  and  organizing  community 
volunteers.  Specific  accomplishments  include  the  following: 

•  Helped  1 23  elderly  persons,  50  visually  impaired  adults,  and  9  visually  impaired  children 
live  independently. 

•  Provided  job-related  training,  independent  living  assistance  and/or  medical  referrals  for  1 35 
mentally  ill  or  developmentally  disabled  persons. 

•  Organized  weekly  social  activities  for  400  elderly  nursing  home  residents. 

•  Constructed  wheel-chair  accessible  trails,  ramps,  or  sidewalks  at  3  parks,  5  low-income 
homes,  and  4  public  buildings. 

•  Obtained  donated  materials,  trained  58  volunteers,  and  repaired  the  homes  of  296  elderly 
persons. 

The  AmeriCorps  Members  provided  emergency  medical  services,  as  well  as  health  training  and 
education.  Specific  accomplishments  include  the  following: 

•  Trained  1,144  inner-city  residents  in  CPR. 

•  Provided  emergency  medical  services  to  over  1,500  people. 

•  Screened  1,100  low-income  children  for  lead  toxicity  and  other  health  risks. 

•  Provided  health  counseling,  education,  or  referrals  and  transportation  to  220  low-income 
families  and  over  5,000  individuals. 

•  Disseminated  health  care  information  to  4,567  individuals. 

•  Distributed  1 50  children's  car  seats  to  low-income  families. 

•  Conducted  immunization  screenings  —  immunizing  158  individuals  and  notifying  500 
others  of  their  families'  need  to  be  immunized. 

•  Administered  301  HTV  tests  and  counseled  patients  regarding  results. 

•  Conducted  workshops  and  distributed  information  on  AIDS  and  tuberculosis  to  over  7,000 
people. 

The  AmeriCorps  Members  helped  meet  the  basic  needs  of  low-income  and  homeless  people  for 
food  and  shelter.  They  improved  low-income  housing,  fed  the  hungry,  and  improved  the  methods 
of  service  referral  and  delivery.  Specific  accomplishments  include  the  following: 

•  Renovated  238  inner-city  housing  units  and  99  rural  homes;  began  renovation  of  1 21  more. 

•  Refurbished  2  homeless  shelters  and  began  to  renovate  3  buildings  —  one  for  seniors,  one 
for  battered  women,  and  one  for  the  formerly  homeless. 

•  Distributed  food  to  more  than  16,625  low-income  people  and  packed  7,000  dinners  and 
32,000  breakfasts  for  the  hungry. 

•  Found  shelter  for  400  homeless  families,  and  sorted  and  distributed  clothes  to  350  homeless 
individuals. 

•  Secured  hospice  housing  for  27  people  with  AIDS  and  helped  feed  (on  a  weekly  basis) 
1 ,250  people  who  have  AIDS  or  who  are  HTV  positive. 

•  Provided  housing  information  or  counseling  to  over  500  low-income  and  homeless  families. 

•  Secured  donated  furniture,  repaired  it,  and  delivered  it  to  300  newly-housed  families. 
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Environmental  and  Neighborhood  Restoration 

The  AmeriCorps  Members  responded  to  emergencies,  including  post-disaster  environmental 
restorations,  and  worked  to  improve  emergency  response  capacity  in  parks  and  public  lands. 
Specific  accomplishments  include  the  following: 

•  Inspected  and  repaired  87  small  dams,  protecting  200  farms. 

•  Provided  disaster  recovery  assistance  to  350  land  owners  recovering  from  a  flood; 
activities  included  sand  and  soil  deposit  mapping,  advice  on  pasture  and  hayland 
management,  watershed  mapping,  and  computer  simulations  to  plan  floodplain 
management. 

•  Fought  2  major  forest  fires  and  saved  1  national  park  road  from  washing  out. 

•  Joined  at  least  5  search  and  rescue  efforts. 

The  AmeriCorps  Members  restored  and  stabilized  the  natural  environment  and  wildlife  habitats. 
Specific  accomplishments  include  the  following: 

•  Planted  212,500  trees. 

•  Restored  320  acres  of  wild  land  areas  by  repairing  fire  and  flood  damage,  re-planting  to 
prevent  erosion,  and  fencing  off  wetlands  to  prevent  illegal  dumping. 

•  Restored  or  stabilized  27  miles  of  riverbed  and  stream  banks  to  improve  the  habitat  of 
salmon;  fenced  another  7  miles  to  keep  cattle  from  destroying  spawning  grounds;  repaired 
three  aquaculture  tanks  with  a  capacity  to  rear  1 ,000,000  salmon  fry  per  year. 

•  Removed  2,000  lbs.  of  trash  from  an  urban  river. 

•  Monitored  water  quality  in  2  parkland  areas. 

•  Surveyed  5,700  acres  of  National  Forest  land  as  part  of  reforestation  programs  to  monitor 
reforestation  efforts;  conducted  biological  inventories  on  12,000  acres  of  wetland. 

•  Built,  restored,  or  maintained  311  campsites,  88  miles  of  parkland  trails,  17  bridges,  and 
1  mile  of  forest  service  road. 

•  Cleaned  up  storm  debris  and  trash  on  3  beaches,  protected  sand  dunes  on  one  beach,  and 
built  one  wildlife  observation  platform  and  3  duck  blinds. 

The  AmeriCorps  Members  improved  neighborhoods,  parks,  and  recreation  facilities  by  converting 
vacant  lots,  renovating  buildings,  repairing  public  facilities,  and  conducting  recycling  and 
conservation  programs,  resulting  in  a  heightened  sense  of  community  ownership.  Specific 
accomplishments  include  the  following: 

•  Renovated  1 1  community  buildings,  including  an  inner-city  medical  clinic,  community 
centers,  and  public  schools. 

•  Converted  29  overgrown  lots  into  green  space;  built  7  community  gardens;  planted  trees 
along  30  city  blocks. 

•  Cleaned  27  miles  of  road,  restored  1  community  reservoir,  removed  illegally  dumped 
garbage  from  one  community;  and  unclogged  more  than  14,000  storm  drains. 

•  Created  4  playgrounds,  designed  1  picnic  area,  and  improved  safety  at  1  scenic  overlook. 

•  Restored,  repaired,  or  maintained  19  historical  landmarks  and  a  traditional  tribal 
longhouse. 

•  Completed  61  inner-city  neighborhood  clean-ups  —  including  a  city-wide  graffiti  removal. 

•  Distributed  1 ,375  low  flush  toilets  and  1 ,700  water  conserving  showerheads  in  low-income 
neighborhoods  —  along  with  over  1 ,400  water  conservation  guides. 

•  Recycled  920  inefficient  toilets  and  1,120  inefficient  showerheads. 
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UNDERSERVED  AREAS 

Mr.  Stokes.  Can  you  tell  us  what  geographical  areas  are  consid- 
ered to  be  underserved  with  respect  to  services  provided  by  the 
Corporation  for  National  Service  programs? 

Mr.  Segal.  In  both  those  programs  before  HUD,  VA,  and  those 
before  Labor  and  HHS,  I  think  it  is  really  as  broad  as  America.  I 
believe  that  our  data  will  show  that  a  little  bit  over  60  percent  of 
AmeriCorps* VISTA  and  AmeriCorps*U.S.A.,  and  frankly,  senior 
programs,  are  performing  in  urban  areas  and  a  little  bit  less  than 
40  percent  are  performing  in  rural  areas  defined  as  communities 
of  50,000  or  less.  In  several  cases,  we  are  working  with 
empowerment  zones.  We  are  working  with  Hope  VI  legislation  in 
order  to  maximize  the  resources  in  certain  targeted  areas  of  par- 
ticularly great  needs. 

MOST  NOTABLE  SUCCESSES  OF  AMERICORPS*VISTA 

Mr.  Stokes.  As  you  indicated  earlier,  VISTA,  now  known  as 
AmeriCorps*VISTA,  is  celebrating  its  third  decade  of  achievement 
and  success.  What  would  you  consider  some  of  the  most  notable 
successes  of  VISTA? 

Mr.  Segal.  VISTA  has  evolved  over  the  30  years.  It  has  played 
different  roles  in  its  history.  But  it  has  really  always  been  about 
community  relationships.  I  think  it  points  to  an  amazing  history  in 
terms  of  creating  credit  banks,  of  hunger  distribution  systems, 
building  houses — it  really  is  doing  as  broad  a  group  of  activities  as 
the  local  needs  require.  It  is  the  classic  example  of  an  organization 
which  is  based  on  community  needs,  on  what  the  charitable  and 
voluntary  organizations  of  America  have  done.  And  while  it  has 
changed  over  the  30  years,  it  has  been  true  to  that  principle,  to  be 
driven  by  local  needs  and  to  be  just  a  resource — just  a  tool  that 
would  help  primarily  small,  non-profit  organizations  that  need  a 
startup,  that  need  help  towards  sustainability. 

Its  rationale  from  its  beginning,  Mr.  Stokes,  has  always  been 
that  we  are  not  here  forever.  The  Federal  Government  is  essen- 
tially a  jump-start  in  the  case  of  the  AmeriCorps*VISTA  Program. 
VISTA  will  be  there  ideally  for  no  more  than  3  years  to  provide  the 
capacity,  the  infrastructure,  and  the  volunteer  mechanism  to  make 
the  community-based  organization  develop  long-term. 

We  have  had  a  particular  niche  over  the  years  in  literacy  and 
housing.  In  fact,  the  Congress  around  8  or  9  years  ago  actually 
asked  for  one  particular  VISTA  theme  to  be  just  directed  at  literacy 
where  we  think  we  have  had  enormous  strength  in  finding  tutors 
and  mentors  and  building  relationships.  So  our  relationship  with 
the  literacy  organizations  of  America  is  one  we  are  particularly 
proud  of. 

LONG-TERM  BENEFITS  OF  INVESTMENT  IN  COMMUNITY  EMPOWERMENT 

Mr.  Stokes.  One  of  our  former  Speakers,  Tip  O'Neill,  was  very 
famous  for  saying  "All  politics  is  local."  To  show  you  that  I  believe 
in  that,  let  me  ask  you  a  question  about  a  statement  in  your  open- 
ing statement  where  you  highlighted  the  success  of  the  Cleveland 
AmeriCorps*VISTA  project. 
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At  the  Faith  Community  Credit  Union,  as  a  result  of  service  pro- 
vided by  AmeriCorps*  VISTA  members,  the  community  now  has  a 
thriving  credit  union.  Tell  us,  to  what  do  you  attribute  the  success 
and  what  will  be  the  long-term  benefits  of  this  type  of  investment 
in  community  empowerment? 

Mr.  Segal.  Mr.  Stokes,  while  I  could  do  it  generally,  the  person 
who  was  really  very  much  involved  in  its  creation  and  has  watched 
it  grow  and  thrive  over  the  years  is  Diana  London,  our  deputy  di- 
rector of  the  AmeriCorps*VISTA  Program.  If  it  satisfies  your 
needs,  I  think  she  can  do  this  in  far  greater  detail  with  a  far  better 
sense  of  this. 

If  I  might,  I  will  ask  Ms.  London  to  address  it. 

Mr.  Stokes.  We  would  be  pleased  to  hear  from  you,  Ms.  London. 

Ms.  London.  Thank  you,  Congressman. 

We  assigned  about  two  or  three  AmeriCorps*VISTAs  to  the  Faith 
Community  Development  Credit  Union  last  summer.  In  just  that 
brief  period  of  time,  they  have  been  able  to  institute  an  ATM  ma- 
chine in  a  low-income  community  that  has  no  banking  services  at 
all.  They  have  more  than  doubled  the  number  of  depositors.  And 
they  have  made  loans  available  to  the  community  of  nearly 
$100,000.  That  was  not  possible  before  they  got  to  the  credit  union. 

Mr.  Stokes.  Mr.  Segal,  do  you  see  this  type  of  thing  expanding 
to  other  communities  around  the  Nation? 

Mr.  Segal.  I  would  hope  so,  Mr.  Stokes. 

As  I  said  in  my  opening  remarks,  this  is  a  time  of  real  scarce  re- 
sources, both  in  the  Federal  Government  and  in  the  volunteer  com- 
munity. It  is  worth  noting  as  the  Independent  Sector  did,  that  the 
actual  number  of  Americans  who  are  volunteering  is  down  from  94 
million  to  89  million.  The  amount  of  time  they  have  available  has 
also  declined,  not  because  of  anything  related  to  the  hearts  of  the 
American  people,  but  the  consequence  of  the  two-wage-earner  fam- 
ily and  mobility  has  many  Americans  moving  and  not  really  estab- 
lishing roots  in  the  community. 

VISTA  is,  to  my  knowledge — and  this  comes  with  my  experience 
in  the  private  sector  really  trying  always  to  focus  on  mobilizing  and 
maximizing  existing  resources — one  of  those  real  precious  gems 
which  maximizes  resources.  We  commented  in  our  opening  state- 
ment— but  I  think  the  numbers  only  do  part  of  the  justice — that 
every  dollar  of  AmeriCorps*VISTA  money  generates  $3.13  from  the 
private  sector,  from  State  and  local  governments,  and  it  also  gen- 
erates an  extraordinary  8.5  million  hours  of  service  that  would  oth- 
erwise not  be  performed  by  individuals  in  their  communities. 

So  as  a  volunteer  mobilizer  and  as  a  capacity  builder,  we  see 
this — when  you  really  get  right  down  to  it  and  you  are  looking  at 
Cleveland  and  what  happened  with  the  credit  unions,  as  a  great 
way  of  maximizing  the  use  of  scarce  Federal  resources. 

PUBLIC  SAFETY 

Mr.  Stokes.  Mr.  Segal,  one  of  the  most  critical  problems  con- 
fronting our  Nation  today  is  the  whole  question  of  domestic  vio- 
lence. It  is  impacting  our  children,  our  elderly,  and  families 
throughout  the  Nation,  and  across  geographical  boundaries,  and 
across  racial  and  gender  lines.  Does  your  program  in  any  respect 
address  this  particular  national  problem? 
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Mr.  Segal.  Absolutely,  Mr.  Stokes. 

Again,  based  on  local  circumstances,  you  will  find 
AmeriCorps*VISTAs — and  frankly  those  in  the  Foster  Grandparent 
Program — very  much  engaged  with  some  of  the  victims  of  violence 
in  America.  We  see  AmeriCorps*VISTAs  involved  in:  setting  up  al- 
ternative dispute  resolutions;  creating  tutoring  and  mentoring  envi- 
ronments; playing  a  role  in  anti-gang  prevention  education  pro- 
grams; and  working  in  literacy,  anti-drug,  AIDS  education  and 
teenage  pregnancy  prevention  programs. 

They  are  not  always  directly  related  to  this  epidemic  of  violence 
in  our  country,  but  at  least  indirectly  related  to  the  causes  that  can 
produce  a  criminal  environment.  That  is  one  of  the  best  ways 
where  we  can  speak  of  the  resources  of  AmeriCorps*VISTA  being 
used  intelligently  in  the  cities  and  rural  areas  of  America  today. 

And  I  might  say  one  other  thing.  Last  summer  we  took  all  the 
different  programs  of  the  Corporation  and  had  something  we  called 
the  Summer  of  Safety  in  which  all  of  our  programs  worked  to- 
gether. Our  senior  program — in  fact,  if  you  had  the  time  and  lux- 
ury to  pick  up  the  phone  and  call  the  mayor  of  Bismarck,  North 
Dakota  he  would  tell  you  about  the  consequences  of  the  senior  pro- 
grams of  AmeriCorps  working  together  that  created  hundreds  and 
hundreds  of  block  associations  in  a  crime-infested  neighborhood.  A 
program  that  was  going  to  take  7  years  took  less  than  2  months 
in  that  city. 

All  over  the  country,  because  of  the  Summer  of  Safety,  we  can 
speak  to  specific  tangible  results.  And  Mr.  Chairman,  we  will  sup- 
ply you  with  data  on  the  Summer  of  Safety.  In  particular  the  re- 
sults we  can  show  just  around  the  theme  of  violence  prevention, 
victims  assistance  that  we  provided  last  summer.  Again,  a  classic 
mechanism  to  mobilize  resources  that  already  exist  in  our  commu- 
nities. 

[The  information  follows:] 

Summer  of  Safety  Accomplishments 

Attached  are  the  accomplishments  from  the  summer  program  for  the  National 
Senior  Service  Corps  and  AmeriCorps*VISTA  Summer  Associates.  The 
AmeriCorps*VISTA  Summer  Associates  served  during  the  summer  months,  often 
under  the  direction  of  yearlong,  full-time  AmeriCorps*VISTA  members.  The  service 
completed  by  Summer  Associates  was  often  direct  service,  as  compared  to  the  more 
indirect  resource  mobilization  and  capacity  building  performed  by  the  full-time 
AmeriCorps*VISTAs. 
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National  Senior  Service  Corps 

Accomplishments  in  the  1994  Corporation 

for  National  Service  Summer  Program 

The  following  list  reports  part  of  what  National  Senior  Service  Corps  members  got  done  in 
American  communities  in  the  summer  of  1994.  These  outcomes  resulted  from  the  combined 
effort  of  more  than  2,400  part-time  seniors  in  twenty  projects.  The  data  come  from  end-of- 
summer  reports  collected  by  the  Corporation's  Office  of  Evaluation. 

Community  Policing 

•  Freed  up  9, 1 1 8  hours  of  police  officers  time. 

•  Opened  4  new  police  mini-stations,  expanded  or  revitalized  9. 

•  Began  1 6  citizen  patrols;  expanded  or  revitalized  1 1 . 

•  Enrolled  3,063  people  in  community  associations. 

Neighborhood  Watch  or  Block  Watch 

•  Opened  853  new  watch  programs. 

•  Revitalized  173  watch  programs. 

•  Trained  6,243  persons  in  watch  programs. 

•  Started  201  telephone  networks. 

Improvement  of  Household  Security 

•  Performed  3,227  household  security  surveys  or  audits. 

•  Installed  860  new  window  and  door  locks. 

•  Identified  488  unsafe  areas  for  local  police. 

Crime  Awareness  and  Crime  Avoidance 

•  Trained  3,298  persons  to  recognize  and  avoid  scams  and  confidence  games. 

•  Fingerprinted  1 ,045  persons. 

•  Trained  7,592  persons  in  general  crime  awareness. 

Safe  Places,  Safe  Houses  and  Safe  Havens 

•  Renovated  or  expanded  33  safe  corridors  or  havens. 
Domestic  Violence  and  Sexual  Abuse 

•  Trained  46  persons  in  rape  prevention/awareness. 


317 

Drug  and  Substance  Abuse  Prevention 

•  Trained  264  persons  in  drug  abuse  prevention. 

•  Enrolled  45  new  persons  in  prevention  programs. 

Victim  Assistance  and  Witness  Assistance 

•  Established  6  victims  assistance  programs. 

•  Monitored  1 ,000  court  cases. 

•  Provided  crisis  assistance  to  3,000  persons 

Alternative  Youth  Activities 

•  Provided  recreational  activities  to  558  children. 

•  Provided  educational  activities  to  1 84  children. 

•  Turned  in  636  toy  guns. 

•  Provided  mentors  to  48  children. 

Building  and  Neighborhood  Cleanup 

•  Bagged  and  removed  791  bags  of  trash  from  neglected  public  areas. 

•  Repaired  50  residences. 
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AmeriCorps  VISTA  Accomplishments  in  the 

1994  Corporation  for  National  Service 

Summer  Program 

The  following  list  reports  part  of  what  VISTA  Summer  Associates  got  done  in  American 
communities  in  the  summer  of  1994.  These  outcomes  resulted  from  the  combined  effort  of  more 
than  1,000  national  service  participants  in  thirty-one  AmeriCorps*VlST A  programs..   The  data 
come  from  end-of-summer  reports  collected  by  the  Corporation's  Office  of  Evaluation. 

Community  Policing 

•  Freed  up  1 ,037  hours  of  police  officers  time. 

•  Enrolled  1 ,705  people  in  community  associations. 

•  Began  2 1  citizen  patrols;  expanded  or  revitalized  45. 

•  Identified  1 ,396  code  violations  and  3,600  public  safety  issues. 

Neighborhood  Watch  or  Block  Watch 

•  Opened  76  new  watch  programs  and  revitalized  42. 

•  Trained  1 ,038  persons  in  watch  programs. 

•  Started  351  telephone  networks. 

•  Distributed  141,814  pieces  of  educational  literature. 

Improvement  of  Household  Security 

•  Performed  6,962  household  security  surveys  or  audits. 

•  Trained  1 ,3  56  people  in  the  improvement  of  household  security. 

•  Identified  222  unsafe  areas  for  local  police. 

Crime  Awareness  and  Crime  Avoidance 

•  Trained  1,218  persons  to  recognize  and  avoid  scams  and  confidence  games. 

•  Fingerprinted  1,398  persons. 

•  Trained  1 ,020  persons  in  tourist  safety. 

•  Trained  22,  688  persons  in  general  crime  awareness 

Safe  Places,  Safe  Houses  and  Safe  Havens 

•  Created  70  safe  houses. 

•  Renovated  or  expanded  105  safe  corridors  or  havens. 
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Conflict  Resolution 

•  Trained  9,639  persons  in  conflict  resolution 

•  Trained  7,658  persons  in  conflict  mediation  techniques. 

•  Educated  2,739  persons  about  gang  activity. 

•  Began  2 1  peer  mediation  programs. 

•  Counseled  481  gang  members. 

Domestic  Violence  and  Sexual  Abuse 

•  Provided  sexual  abuse  counseling  to  255  persons. 

•  Counseled  382  persons  in  how  to  respond  to  and  deal  with  spouse  abuse. 

•  Counseled  642  survivors  or  victims  of  rape. 

•  Trained  388  persons  in  rape  prevention/awareness 

Drug  and  Substance  Abuse  Prevention 

•  Enrolled  727  persons  in  prevention  programs. 

•  Reported  91  drug  hot  spots  to  police. 

•  Started  1 1  new  prevention  programs. 

•  Provided  prevention  information  to  10,583  young  people. 

Victim  Assistance  and  Witness  Assistance 

•  Established  5  victims  assistance  programs. 

•  Monitored  5 1 4  court  cases. 

•  Provided  legal  assistance  to  293  persons. 

•  Provided  crisis  assistance  to  2,620  persons. 

Alternative  Youth  Activities 

•  Provided  recreational  activities  to  38,747  children. 

•  Provided  educational  opportunities  for  23,23 1  youth. 

•  Provided  mentors  to  5,252  children. 

Building  and  Neighborhood  Cleanup 

•  Tagged  38  abandoned  cars  for  removal. 

•  Bagged  and  removed  1 1,619  bags  of  trash  from  neglected  public  areas. 

•  Started  42  community  gardens. 

•  Removed  graffiti  from  259  walls  and  fences. 

•  Cleaned  up  1 80  empty  lots. 

Park  and  Playground  Restoration 

•  Constructed  4  playgrounds  and  renovated  12  . 

•  Maintained  32  playing  fields 

•  Repaired  or  painted  15  pieces  of  playground  equipment. 

•  Bagged  and  removed  677  trash  bags  or  barrels  of  debris  from  neglected  park  and  playground 
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Mr.  Stokes.  Thank  you,  Mr.  Segal. 

Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Thank  you,  Mr.  Stokes. 

FIELD  OFFICE  REORGANIZATION 

Mr.  Segal,  would  you  provide  the  details  of  the  field  office  reorga- 
nization for  the  record  indicating  the  cost  savings? 
Mr.  Segal.  Yes. 
[The  information  follows:] 

Field  Office  Restructuring 

At  the  beginning  of  fiscal  year  1995,  field  operations  were  restructured  to  shift 
program  responsibilities  from  nine  regional  offices  to  the  Corporation's  state  offices 
and  to  provide  commonly  needed  services  more  efficiently.  Closure  of  four  of  the 
nine  former  regional  offices  will  be  completed  by  the  end  of  the  fiscal  year.  Five 
other  former  regional  offices  have  been  reconfigured  as  Service  Centers  that  handle 
fiscal,  grants  management  and  administrative  services  functions.  State  Directors 
are  operating  as  largely  self-managed  teams  within  five  clusters;  overall  guidance 
and  coordination  is  provided  by  Cluster  Directors. 

Savings  of  approximately  18  positions  and  $1.4  million  will  occur  beginning  in  FY 
1996  and  these  resources  are  being  shifted  to  support  the  larger  program  levels  con- 
tained in  the  budget  request  without  an  increase  in  overall  staffing.  Reduced  staff- 
ing occurs  because  of  the  flattening  of  the  organization  both  broadly  and  within  re- 
maining offices. 

ACTIVITIES  AFTER  TERMINATION  OF  FEDERAL  ASSISTANCE 

Mr.  Porter.  In  the  VISTA  Program,  most  projects  are  estab- 
lished for  a  fixed  period  of  time,  often  3  years,  after  which  Federal 
assistance  is  terminated.  How  many  of  the  community  service 
projects  for  which  Federal  assistance  was  terminated  in  the  last  5 
years  continue  in  operation  today? 

Mr.  Segal.  Mr.  Chairman,  unless  Mr.  Kowalczyk  or  Diana  Lon- 
don can  address  that,  we  will  have  to  get  back  to  you  with  that 
data. 

There  are  coming  on  line  every  year — how  many  new  VISTA  Pro- 
grams are  there  each  year,  Ms.  London?  About  300? 

Ms.  London.  We  turn  over  about  one-third  of  our  projects  every 
year. 

Mr.  Segal.  So  we  can  certainly  see  what  the  consequences  are 
for  those  programs  which  are  no  longer  in  existence  over  a  com- 
paratively recent  history. 

Mr.  Porter.  Can  you  provide  for  the  record  an  historical  table 
indicating  for  the  last  15  years  the  number  of  projects  assisted 
through  VISTA,  the  number  of  projects  which  continue  operation 
following  termination  of  Federal  assistance,  and  the  average  length 
of  time  these  projects  continue  operation? 

Mr.  Segal.  We  would  be  happy  to  do  so,  Mr.  Chairman. 

[The  information  follows:] 
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Activities  After  Termination  of  Federal  Assistance 


A  1993  evaluation,  "An  Evaluation  Report  on  Volunteers  in  Service  to  America,  conducted  by 
Development  Associates  of  Arlington,  Virginia,  surveyed  former  projects  where 
AmeriCorps*VISTA  support  had  terminated  two  years  earlier.  The  evaluation  found  that,  two 
years  later,  most  of  the  AmeriCorps*VISTA-related  activities  and  services  continued  after  the 
withdrawal  of  AmeriCorps* VISTA  support  (See  attached  chart):  65  percent  of  the  former 
projects  indicated  that  the  activities  and  services  continued  at  the  same  level,  increased,  or  were 
transferred  to  another  organization,  25  percent  reported  that  some  activities  and  services  were 
discontinued,  8  percent  reported  that  all  or  most  activities  and  services  were  discontinued,  and 
2  percent  reported  that  the  activities  were  no  longer  needed. 

The  1993  evaluation  also  found  that  many  services  provided  to  low-income  communities  by 
sponsoring  organizations  increased  and  improved  after  AmeriCorps*VISTA  support  ended  (see 
attached  chart).  More  than  50%  reported  increases  in  new  plans,  partnerships,  number  of 
clients,  community  leadership,  in-kind  resources  and  number  of  volunteers  recruited.  The 
largest  decreases  reported  were  in  the  number  of  volunteers  recruited  and  cash  resources.  The 
use  of  short-term  AmeriCorps*VISTAs  appears  to  have  a  lasting  effect,  well  after  the  withdrawal 
of  Federal  resources.  This  information  is  the  only  information  the  Corporation  has  on  the 
continuation  of  AmeriCorps*VISTA  activities  and  services  after  the  termination  of  Federal 
assistance. 

The  Corporation  does  not  keep  records  on  the  number  of  projects  that  continue  after  the 
termination  of  AmeriCorps*VISTA  assistance.  The  only  information  on  the  continuation  of 
projects  is  contained  in  the  previously  mentioned  1993  evaluation  study. 
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What  Happened  to  VISTA  Activities  and 
Services  After  ViSTA  Funding  Ended? 
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SELF-SUFFICIENCY  AS  A  RESULT  OF  AMERICORPS*VISTA 

Mr.  Porter.  Page  33  of  the  budget  request  states,  "VISTA's  pri- 
mary objective,  helping  low-income  individuals  achieve  self-suffi- 
ciency, remains  the  cornerstone  of  the  program."  Has  the  Corpora- 
tion ever  comprehensively  evaluated  the  VISTA  Program  according 
to  that  performance  objective?  In  other  words,  how  many  individ- 
uals achieve  self-sufficiency  and  for  how  long  as  a  direct  result  of 
VISTA  activities? 

Mr.  Segal.  Some  of  the  problems  we  have  had,  Mr.  Chairman, 
that  I  have  recognized  since  the  Corporation  sprung  into  exist- 
ence^— the  Corporation  itself  was  only  born  in  October  1993,  so  it 
has  only  been  in  existence  for  a  year  and  a  half— is  that  in  order 
to  accumulate  data  on  that  kind  of  national  level  we  would  need 
to  create  an  entity  which  the  Corporation  for  National  Service  is 
not.  We  are  involved  in  creating  entities  at  the  local  level  and  mak- 
ing local  entities  work. 

It  is  very  hard  even  to  tabulate  the  number  of  immunizations 
done  across  the  United  States  because  immunizations  which  might 
be  valuable  as  they  are  in  Texas  and  other  parts  of  the  United 
States  might  not  be  what  we  in  fact  need  in  the  city  of  Boston. 

Mr.  Porter.  But  VISTA  ought  to  have  some  kind  of  records  on 
this,  should  it  not? 

Mr.  Segal.  The  data  we  will  supply  you  with  will  show  you  what 
the  effects  are,  what  AmeriCorps* VISTA  has  done  in  communities 
on  a  tabulated  basis  to  the  extent  we  can.  Certainly  it  is  a  short- 
term  look.  I  do  not  know  if  we  have  the  resources  to  go  back  15 
years  at  this  point,  but  we  can  certainly  talk  about  1994  tabulation 
of  both  input  and  output  measurements. 

[The  information  follows:] 

How  AmeriCorps*VISTA  Activities  Contribute  to  Self-sufficiency 

Rather  than  providing  direct  service  to  individuals,  AmeriCorps*VISTAs  provide 
indirect  and  capacity-building  services  to  nonprofit  local  organizations.  They  recruit, 
place,  train  and  monitor  community  volunteers,  create  local  partnerships,  network 
services,  and  raise  financial  and  in-kind  resources.  It  is  in  this  manner  that 
AmeriCorps*VISTA  works  towards  its  primary  goal  of  helping  low-income  individ- 
uals achieve  self-sufficiency.  Therefore,  we  do  not  have  records  on  the  effect  of  this 
service  has  had  on  specific  individuals.  However,  a  good  measure  of  our  success  is 
in  the  material  we  have  already  provided  for  the  record,  illustrating  the  lasting  and 
positive  effects  that  AmeriCorps*VISTA  has  had  on  the  ability  of  grassroots  organi- 
zations to  provide  the  skills  and  services  necessary  to  move  people  from  economic 
dependency  to  self-sufficiency.  This  is  certainly  a  worthwhile  topic  to  study  and  we 
will  work  with  the  Committee  to  undertake  it. 

AMERICORPS*VISTA  LITERACY  CORPS 

Mr.  Porter.  I  have  been  using  a  list  of  criteria  on  which  to  base 
my  judgments  about  Government  downsizing.  One  of  my  criteria  is 
eliminating  Government  programs  which  serve  similar  missions 
and  duplicate  each  other  or  are  poorly  coordinated.  The  VISTA  lit- 
eracy program  is  one  of  12  programs  providing  literacy  services  in 
our  bill  alone.  The  VISTA  Program  is  too  small  in  terms  of  the 
number  of  people  served  to  contribute  significantly  in  and  of  itself 
to  mitigating  the  national  adult  literacy  problem. 

Specifically,  how  is  this  program  coordinated  with  other  Federal 
literacy  programs?  Does  it  contribute  to  a  comprehensive  Federal 
strategy  to  eliminate  literacy? 
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Mr.  Segal.  I  would  say,  Mr.  Chairman,  first  that  it  was  the  Con- 
gress who  in  the  late  1980s  established  the  VISTA  literacy  as  a 
separate  dimension  of  the  VISTA  Program  in  its  wisdom  9  years 
ago.  I  would  have  to  go  back  to  the  legislative  history  to  find  out 
why  it  wanted  to  separate  it  out  at  that  point. 

I  would  say  that  we  do  work  closely  with  the  Department  of  Edu- 
cation. But  more  than  the  Department  of  Education  and  other  Fed- 
eral programs,  we  speak  about  we  are  doing  in  the  local  commu- 
nities of  America.  We  work  with  the  volunteer  organizations  like 
Laubach  Literacy  and  the  Literacy  Volunteers  of  America  where  in 
fact  local  partnerships  will  translate  to  the  extent  possible  into 
more  people  who  are  able  to  read. 

We  work  with  the  national  literacy  organizations  and  local  orga- 
nizations. I  will  certainly  supply  again  for  the  record  the  extent  to 
which  we  are  coordinating  with  other  Federal  efforts. 

I  do  know  that  we  can  speak  to  young  people  and  adults  who  are 
now  literate  at  least  partly  as  the  result  of  our  partnering  and  get- 
ting tutors  and  mentors  with  the  fine  national  volunteer  organiza- 
tions that  are  directed  at  literacy. 

[The  information  follows:] 

Coordination  With  Other  Federal  Literacy  Programs 

In  1990,  the  President  and  the  Governors  of  the  50  states  agreed  upon  a  set  of 
six  national  education  goals  that  would  guide  the  Federal  government,  states,  local 
communities  and  the  private  sector  as  they  worked  together  to  improve  education 
in  the  United  States.  In  1994,  Congress  passed  the  Goals  2000:  Educate  America 
Act,  with  strong  bipartisan  support  and  the  backing  of  almost  every  major  national 
parental,  educational,  and  business  organization,  as  well  as  the  nation's  governors 
and  legislators.  One  of  these  goals  is  for  every  adult  American  to  be  literate  by  the 
year  2000.  With  support  from  the  AmeriCorps*VISTA  Literacy  Corps,  states  and 
communities  are  provided  with  the  resources  to  develop  and  implement  comprehen- 
sive education  reforms  aimed  at  helping  students  reach  challenging  academic  and 
occupational  skill  standards. 

The  AmeriCorps*VISTA  Literacy  Corps  is  contributing  to  the  achievement  of  that 
goal.  To  cite  just  one  example,  Peter  Waite,  Executive  Director  of  Laubach  Literacy 
conservatively  estimates  that  at  least  50,000  of  the  120,000  literacy  students  served 
by  Laubach  Literacy  each  year  are  served  as  a  direct  result  of  our  recruitment  of 
both  literacy  tutors  and  students.  He  also  estimates  that  over  the  course  of  time 
that  AmeriCorps*VISTA  Literacy  Corps  has  worked  with  Laubach  Literacy,  at  least 
V2  million  literacy  students  would  not  have  had  meaningful  literacy  service  (raising 
their  reading  level  by  2-3  grades  within  the  course  of  12-18  months)  had  it  not  been 
for  AmeriCorps*VISTA. 

The  AmeriCorps*VISTA  Literacy  Corps  coordinates  with  other  Federal  initiatives 
authorized  under  the  Adult  Education  Act,  the  Stuart  B.  McKinney  Homeless  As- 
sistance Act,  the  Even  Start  program  and  others.  AmeriCorps*VISTA  Literacy 
Corps  project  sponsors  include  public  schools,  state  departments  of  education,  coun- 
ty schools  boards,  public  housing  authorities,  state  health  departments,  public  li- 
braries, vocational  programs,  state  departments  of  social  services,  state  departments 
of  corrections  and  refugee  resettlement  and  immigration  offices.  The 
AmeriCorps*VISTA  Literacy  Corps  helpsthese  agencies  as  well  as  literacy  councils 
(whose  primary  mission  is  coordination  of  various  literacy  efforts)  to  successfully  im- 
plement federal,  state  and  local  initiatives  addressing  specific  literacy  needs  in  the 
areas  of  family  literacy,  workplace  literacy,  homelessness,  English  as  a  Second  Lan- 
guage (ESL),  prison  literacy,  at-risk  youth  and  adult  literacy  needs. 

The  April  1994  AmeriCorps*VISTA  Westat  Survey  reports  that  among  their  ac- 
complishments in  the  area  of  education,  AmeriCorps*VISTAs  have  enrolled  43,671 
people  in  adult  literacy  programs  and  34,977  people  in  ESL  programs;  established 
or  expanded  417  family  literacy  programs  and  enrolled  7,852  families  to  participate; 
and  trained  14,965  adult  literacy  and  3,346  ESL  tutors. 

Mr.  Porter.  I  think  you  understand  our  problem,  however,  be- 
cause here  we  are  with  12  programs.  We  have  library  programs  in 
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many  communities,  adult  education  programs  in  many  commu- 
nities. Why  should  we  have  a  separate  program  in  VISTA? 

Mr.  Segal.  It's  not  a  separate  program  in  VISTA.  Literacy  is  not 
in  areas  where — if  you  feel  that  through  coordination 
AmeriCorps*VTSTAs  do  not  need  to  work  on  literacy  and  they 
should  be  turned  over  to  low-income  housing,  as  in  Chicago  with 
Habitat  for  Humanity,  we  can  certainly  do  that  as  a  matter  of  leg- 
islation, as  a  matter  of  policy.  Our  experience,  however,  has  been 
that  we  can  speak  specifically — and  our  data  will  show — the  results 
of  AmeriCorps*VISTA  has  resulted  in  more  adults  and  young  peo- 
ple who  are  able  to  read.  Whether  it  can  be  done  in  a  more  coordi- 
nated way — we  would  certainly  be  happy  to  participate  in  that  dis- 
cussion. 

Mr.  Porter.  That  is  exactly  what  I  would  like  you  to  do.  If  you 
have  an  evaluation  that  indicates  the  number  of  adults  who  have 
achieved  functional  literacy  as  a  direct  result  of  the  VISTA  Lit- 
eracy Corps,  then  I  would  like  you  to  provide  that  information  for 
the  record. 

[The  information  follows:] 

Evaluation  of  AmeriCorps*VISTA  Literacy  Program 

AmeriCorps*VISTAs  focus  on  enhancing  the  capacity  of  local  organizations  and 
augmenting  their  resource  base.  VISTAs  recruit,  train,  and  manage  literacy  tutors; 
plan  and  implement  literacy  programs;  identify  and  bring  in  outside  resources;  and 
establish  community  partnerships,  through  their  efforts,  community  projects  are 
able  to  thrive  and  increase  the  literacy  level  of  residents  in  need. 

In  a  1991  Evaluation  Report  on  the  VISTA  Literacy  Corps  conducted  by  Develop- 
ment Associates,  Inc.,  VISTA  Project  Directors  reported  that  VISTAs  influenced  the 
effectiveness  of  Literacy  Corps  Projects  in  the  following  manner:  before  VISTA,  the 
average  reading  level  of  clients  ranged  between  grades  one  and  two;  since  VISTA, 
the  average  reading  level  range  rose  to  between  grades  four  and  five.  According  to 
the  report,  VISTA  literacy  projects  also  witnessed  a  100%  increase  in  the  number 
of  literacy  clients  served;  a  73%  increase  in  the  number  of  tutors;  and  an  83%  in- 
crease in  the  number  of  partnerships  created  with  other  projects. 

Preliminary  results  from  AmeriCorps*VISTA's  1994  Accomplishment  Survey  con- 
ducted by  Westat,  Inc.  indicate  that  through  the  work  of  Literacy  VISTAs  1,555  par- 
ticipants passed  the  GED  or  other  high  school  graduation  equivalents;  1,617  partici- 
pants enrolled  in  further  training  or  postsecondary  education;  7,852  families  en- 
rolled in  family  literacy  programs;  3,829  individuals  participated  in  vocational  edu- 
cation or  training;  34,977  individuals  enrolled  in  English  as  a  Second  Language 
(ESL)  programs;  19,201  individuals  enrolled  in  adult  literacy  programs;  1,535  youth 
enrolled  in  GED  or  other  high  school  diploma  programs;  and  18,891  individuals  en- 
rolled in  corrections  literacy  programs. 

The  following  quote  from  Ms.  Jinx  Crouch,  president  of  Literacy  Volunteers  of 
America  (LVA),  illustrates  the  value  of  the  AmeriCorps*VISTA  Literacy  Corps: 

"VISTA  and  the  VISTA  Literacy  Corps  have  made  it  possible  for  Literacy  Volun- 
teers of  America  to  establish  lasting  literacy  programs  in  both  large  cities  (Chicago 
and  Washington,  D.C.)  and  rural  areas  (West  Virginia,  Maine,  and  upstate  New 
York)  where  organizing  is  the  most  difficult.  VISTAs  have  brought  a  wealth  of  expe- 
rience to  LVA:  building  systems  for  recruiting  adult  learners  and  volunteers  from 
diverse  population  groups;  building  systems  for  in-service  training  and  ongoing  sup- 
port for  tutor/student  teams;  and  helping  to  establish  partnerships  with  other  social 
services  and  job-training  organizations.  An  estimated  60  percent  of  our  425  commu- 
nity programs  plus  corrections  literacy  projects  in  several  states  are  stronger  and 
more  effective  as  a  result  of  VISTA  and  VISTA  Literacy  Corps.  This  has  enabled 
LVA  to  reach  ever  increasing  numbers  of  adult  and  teens  who  need  literacy  skills 
to  achieve  their  full  potential — 63,000  last  year." 

Mr.  Porter.  I  would  also  like  you  to  provide  the  cost  per  success- 
ful individual  and  how  that  compares  with  other  Federal  and  non- 
Federal  programs. 

[The  information  follows:] 
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Comparison  of  Costs  With  Other  Federal  and  Non-Federal  Programs 

AmeriCorps*VISTAs  provide  indirect  and  capacity-building  services  to  nonprofit 
and  grassroots  organizations.  Instead  of  serving  as  literacy  or  adult  education  volun- 
teer tutors,  they  serve  to  recruit,  place,  train,  and  monitor  community  volunteers, 
create  local  partnerships,  network  services  and  raise  financial  and  in-kind  re- 
sources. There  is  no  existing  cost/benefit  analysis  of  the  effect  their  services  have 
had  on  specific  individuals  whose  reading  or  literacy  capacity  has  improved. 

Comparing  the  cost-effectiveness  of  an  AmeriCorps*VISTA  to  the  cost-effective- 
ness of  funding  provided  through  other  Federal  programs  requires  comparing  very 
different  programs  and  approaches.  Most  Federal  and  non-Federal  programs  admin- 
ister literacy  resources  in  the  form  of  grants,  not  people.  The  AmeriCorps*VISTA 
evaluation  figures  provided  in  the  testimony  accurately  capture  the  kinds  of  results 
AmeriCorps*VISTAs  are  trained  to  produce. 

NON-FEDERAL  FUNDING  OF  AMERICORPS*VISTA  LITERACY  CORPS 

Mr.  Porter.  Finally,  can  you  provide  information  as  to  whether 
the  Literacy  Corps  has  attracted  any  non-Federal  funding  to  sup- 
port its  activities? 

Mr.  Segal.  The  answer  to  the  latter  is  yes.  We  will  supply  as 
much  data  as  we  can,  but  to  some  extent  one  has  to  buy  off  on  the 
idea  of  volunteer  mobilization  as  we  look  at  the  costs  of  this.  I  am 
not  sure  how  many  times  we  are  going  to  be  able  to  say,  "Because 
VISTA  was  here,  this  person  can  now  read."  We  will  in  some  cases 
where  we  are  in  the  business  of  direct  service.  But  you  have  to  rec- 
ognize the  core  mission  of  VISTA.  It  is  not  so  much  direct  service 
as  it  is  volunteer  mobilization  to  go  out  and  get  the  volunteers  who 
will  do  the  tutoring  and  the  mentoring,  et  cetera. 

But  let  me  speak  specifically  about  the  program  I  alluded  to  in 
my  testimony,  the  SMART  Program  in  Oregon. 

As  a  direct  result  of  VISTA  and  the  direct  result  of  our  mobiliz- 
ing over  2,500  volunteers  to  be  tutors  and  mentors  in  that  commu- 
nity, we  have  now  achieved  the  state  that  I  really  want  to  push 
very  hard  over  the  years.  The  finest  corporations  of  Oregon — from 
Nike  to  Wal-Mart  to  U.S.  West  to  Intel  and  to  a  Smith-Barney  sub- 
sidiary there — saw  what  we  were  able  to  do  and  that  were  specifi- 
cally prepared  to  step  up  to  the  plate  and  relieve  the  Federal  tax- 
payer of  the  cost  of  the  VISTA  living  allowance.  All  we  will  be 
doing  is  training  and  recruiting  the  VISTAs  to  continue  to  use  that 
model.  We  hope  to  use  what  we  have  done  in  Oregon  in  other 
places  around  the  United  States. 

In  some  cases,  we  are  able  to  show  that  we  have  raised  an  ex- 
traordinary amount  of  cash  and  in-kind,  particularly  around  lit- 
eracy. That  will  be  made  available  to  the  committee. 

[The  information  follows:] 

Cash  and  In-kind  Donations— AmeriCorps*VISTA  Literacy  Corps 

Preliminary  results  from  AmeriCorps*VISTA  1994  Accomplishment  Survey  con- 
ducted by  Westat,  Inc.  indicate  that  $3,993,845  worth  of  cash  and  $8,705,613  worth 
of  in-kind  contributions  were  generated  by  VISTAs  in  the  areas  of  literacy  and  edu- 
cation. Additionally,  more  than  3.5  million  hours  of  service  were  generated  by  volun- 
teers from  the  community  recruited  and  trained  by  AmeriCorps*VISTAs.  Many  of 
the  volunteers  provided  direct  tutoring  services. 

Mr.  Porter.  On  pages  31,  41  and  46  of  the  justification,  you  indi- 
cate that  VISTA  and  senior  programs  attract  $118,000,000  in  non- 
Federal  funding,  about  half  of  the  Federal  appropriation. 
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Is  this  level  adequate  and  does  it  suggest  that  perhaps  the  com- 
munities that  are  being  assisted  place  a  relatively  lower  value  on 
the  Federal  services  than  the  Corporation? 

Mr.  Segal.  That  is  a  glass  half-empty  or  half-full  question.  It 
would  imply  that  if  we  were  able  to  leverage  at  the  rate  of  $20  for 
every  $1,  somehow  or  other  we  would  be  doing  something  not  quite 
as  valuable  if  we  couldn't  leverage  at  all. 

We  believe  that  without  the  VISTA  and  the  Senior  Corps  infra- 
structure, without  the  recruiting,  training  and  supervision,  and  the 
30  years  of  experience  we  have  built  up,  we  would  not  in  fact  get 
that  match  of  those  kind  of  non-Federal  funds — State,  local  and 
private  sector.  I  think  it  would  be  a  foolish  effort  on  the  part  of 
Congress  to  try  to  find  out  if  we  are  right  or  wrong.  I  figure  it 
would  mean  less  people  who  are  getting  literacy  training,  less 
houses  being  built,  less  American  corporations  and  foundations 
who  are  partnering  with  us  being  able  to  do  so. 

We  have  many,  many  cases  of  major  Fortune  500  companies  who 
will  say  for  the  record  that  the  only  reason  they  bring  their  re- 
sources to  the  table  is  because  we  are  there  first. 

APPROPRIATENESS  OF  MATCHING  REQUIREMENTS 

Mr.  Porter.  Then  would  it  be  reasonable  for  the  subcommittee 
to  make  funding  available  contingent  on  an  equal  match  of  non- 
Federal  resources? 

Mr.  Segal.  I  would  accept  reasonable  challenges.  I  think  dif- 
ferent programs  have  different  kind  of  rhythms  to  them  and  a  dif- 
ferent kind  of  legislative  intent  and  a  certain  legislative  mandate. 

But  frankly,  as  someone  who  comes  from  the  private  sector,  I 
would  welcome  a  challenge  well-thought-through  that  sets  a  high 
standard  for  us,  justifying  our  existence  based  on  what  we  can  do 
at  the  State  and  local  level,  with  State  and  local  governments  and 
with  the  private  sector  as  well. 

On  a  startup  basis,  the  other  part  of  the  Corporation  for  National 
Service — the  one  that  is  responsible  for  what  we  call 
AmeriCorps*U.S.A. — has  done  extraordinary  work  in  its  first  6  to 
7  months. 

Mr.  Porter.  Why  don't  you  provide  for  the  record,  then,  a  sug- 
gested program  where  matching  is  appropriate  or  where  it  is  inap- 
propriate? We  would  be  happy  to  see  that. 

Mr.  Segal.  I  would  be  happy  to  provide  it. 

[The  information  follows:] 

Suggestions  Regarding  the  Appropriateness  of  Matching  Requirements 

The  Corporation  for  National  Service  is  fully  committed  to  establishing  broad  pub- 
lic private  partnerships  in  communities  across  the  country  to  address  critical  local 
needs.  It  is  our  view  that  states  and  local  communities  are  willing  to  support  these 
service  programs  because  they  recognize  the  benefits,  and  quite  frankly,  there  is  no 
justification  for  an  independent  federal  presence  unless  there  is  evidence  of  local 
support. 

The  programs  before  this  Committee  provide  evidence  of  these  partnerships  today. 

AmeriCorps*VISTA  assigns  members  to  small,  community-based  organizations  to 
expand  their  organizational  capacity,  mobilize  local  resources,  and  leave  self-sus- 
taining actitivies  behind  in  3—4  years.  One  of  the  factors  used  in  selecting 
AmeriCorps*VISTA  projects  is  the  sponsoring  organization's  ability  to  provide  man- 
agement support  for  the  project  over  its  life  span. 

In  FY  1995,  only  $1.2  million  of  the  total  VISTA  appropriation  of  $42.6  million 
(or  2.8%)  will  be  spent  on  the  project  support  categories  of  supervision  and  on-the- 
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job  transportation  for  VISTAs.  With  an  average  project  size  of  4.2  VISTAs,  sponsor- 
ing organizations  must — and  do — contribute  funding  and  in-kind  support  for  activi- 
ties required  to  make  the  project  viable.  These  include:  supervision,  transportation, 
space,  consumable  supplies,  equipment,  telephone,  postage,  and  assignment-specific 
training.  We  estimate  that  all  such  support  approximates  at  least  $3,500  per 
AmeriCorps*VISTA  Member,  or  about  30%  of  the  total  Federal  cost  of  the  VISTA 
program. 

Under  the  senior  programs,  there  currently  is  a  non-federal  cost  sharing  require- 
ment in  the  authorizing  legislation  that  establishes  our  partnership  relationship 
with  local  communities  and  demonstrates  the  commitment  of  the  local  community 
to  the  project.  For  the  programs  involving  low-income  participants — Foster  Grand- 

S>arents  and  Senior  Companions — the  cost  sharing  requirement  is  ten  percent  of  the 
ederal  grant.  For  RSVP,  the  cost  sharing  requirement  is  ten  percent  of  the  federal 
grant  for  the  start-up  year  of  operation  of  the  project,  twenty  percent  the  second 
year,  and  thirty  percent  the  third  year  and  beyond. 

In  reality,  local  programs  exceed  these  requirements.  The  current  federal  con- 
tribution of  $135.8  million  for  the  Senior  Corps  programs  leverages  another  $85.2 
million  in  non-federal  contributions — or  sixty  six  cents  for  every  federal  dollar  in- 
vested. Because  of  the  extraordinary  record  of  the  Senior  Corps  projects  in  exceeding 
the  cost  sharing  requirement  and  in  raising  non-federal  contributions  well  above 
those  requirements,  from  time  to  time  the  authorizing  Committees  have  mentioned 
the  possibility  of  raising  the  required  non-federal  contribution.  One  issue  that  such 
an  approach  must  address  is  that  projects  in  resource  poor  areas  would  be  hurt  by 
extreme  federal  matching  requirements  that  failed  to  take  into  consideration  the 
specific  circumstances  in  their  local  communities. 

We  will  continue  to  encourage  matching,  and  discuss  ways  to  leverage  additional 
resources  as  part  of  the  discussions  with  our  authorizing  committees  during  reau- 
thorization. 

However,  I  am  intrigued  about  the  Subcommittee's  challenge,  during  questioning, 
to  consider  innovative  ways  to  link  federal  and  local  funds  to  furthering  service  pro- 
grams that  address  community  needs. 

Accordingly,  I  propose  that  the  Subcommittee  consider  making  the  increase  of  $47 
million,  as  proposed  in  the  President's  Budget  for  fiscal  year  1996,  contingent  upon 
raising  new  local  resources,  both  public  and  private,  totalling  $23.5  million,  or  $0.50 
for  every  federal  dollar.  VISTA  and  the  senior  programs  may  raise  differing 
amounts,  but  in  the  aggregate  they  would  produce  $0.50  in  new  resources  for  each 
Federal  dollar.  Further,  if  these  cash  and  in-kind  resources  are  not  raised,  we  would 
return  the  increased  funding  provided  by  the  Subcommittee  to  the  United  States 
Treasury.  I  am  certain  that  we  can  structure  this  arrangement  to  satisfy  local  needs 
to  assure  that  the  federal  partnership  is  real  and  will  deliver  through  the  support 
of  high  quality  programs,  as  well  as  satisfying  the  needs  of  the  Congress  to  leverage 
scarce  federal  funding. 

If  the  Committee  wishes  to  pursue  this  idea,  the  Corporation  is  willing  to  propose 
statutory  language  to  accomplish  it. 

NATIONAL  SENIOR  SERVICE  CORPS  COMMUNICATIONS  BUDGET 

Mr.  Porter.  The  budget  requests  $470,000  for  communications 
activities  that  are  related  to  senior  volunteer  programs.  Activities 
to  be  funded  include  the  celebration  of  the  25th  anniversary  of  the 
RSVP  Program.  Even  the  demonstration  program  requires  $20,000 
for  communications. 

Please  provide  details  for  each  of  the  four  seniors  programs  indi- 
cating the  amount  and  purpose  of  funding  for  communications. 
Why  do  you  feel  we  should  allocate  $500,000  to  what  amounts  to 
public  relations  during  this  period  of  fiscal  constraint? 

Mr.  Segal.  We  will  supply  the  backup  for  you.  I  would  say  gen- 
erally that  it  is  the  responsibility  of  every  organization  to  say  what 
it  is  doing,  to  make  the  case  of  the  American  people  for  purposes 
of  public  information  and  for  recruitment  of  volunteers  and  for 
members.  I  think  as  a  percentage  of  the  overall  budget  of  the  Cor- 
poration for  National  Service,  we  have  been  very,  very  careful  to 
make  sure  that  funds  allocated  for  public  information  are  kept 
within  reason. 
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[The  information  follows:] 

National  Senior  Service  Corps  Communications  Budget 

Section  221(b)(3)  of  the  law  requires  that  we  allocate  a  minimum  of  $375,000  "to 
ensure  that  special  efforts  are  made  to  publicize  the  programs  ...  in  order  to  facili- 
tate recruitment  efforts,  to  encourage  greater  participation  of  volunteers,  and  to  em- 
phasize the  value  of  volunteering  to  the  health  and  well-being  of  volunteers  and  the 
communities  of  such  volunteers".  These  funds  are  used  to  provide  necessary  mate- 
rials to  assist  local  projects  with  recruitment,  fundraising,  and  recognition  activities. 
These  materials  are  developed  in  conjunction  with  local  project  officials  so  that  they 
meet  their  particular  needs  for  brochures,  fliers,  public  service  announcements,  fund 
raising  materials,  and  the  like.  Recruitment  and  fundraising  cannot  be  increased 
without  materials  to  help  to  educate  the  public,  especially  the  private  and  independ- 
ent sectors,  about  what  these  programs  do  and  what  they  accomplish.  In  the  aggre- 
gate, the  request  amounts  to  less  than  $1.00  per  participant  annually. 

Because  little  had  been  done  in  the  communication  area  for  a  number  of  years 
and  because  these  cost-effective  programs  have  been  described  recently  on  a  na- 
tional news  network  as  the  government's  best  kept  secret,  the  Corporation  decided 
to  exceed  the  legislated  floor  and  develop  an  integrated  communication  strategy 
which  would  more  effectively  meet  the  needs  of  local  projects.  One  idea  to  raise 
awareness  was  to  capitalize  on  the  accomplishments  and  impact  which  RSVP  has 
had  over  its  25  year  history  by  holding  a  national  conference  for  the  first  time.  Also 
for  the  first  time,  in  FY  1995  the  Corporation  established  a  dedicated  toll  free  800 
line  for  information  and  recruitment  regarding  the  Senior  Corps.  FY  1996  will  be 
the  first  full  year  of  operation  of  this  line. 

The  $20,000  requested  for  communications  for  demonstration  programs  is  to  pre- 
pare reports  and  technical  assistance  materials.  Disseminating  learning  about  new 
ideas  and  approaches  which  increase  the  effectiveness  and  efficiency  of  senior  serv- 
ice is  essential.  It  is  the  means  by  which  innovations  can  be  replicated  in  the  over 
1200  Senior  Corps  projects  across  the  country. 

GROWTH  OF  SENIOR  POPULATION 

Mr.  Porter.  Mr.  Stokes. 

Mr.  Stokes.  Thank  you,  Mr.  Chairman. 

Mr.  Segal,  this  morning,  when  you  gave  your  opening  statement, 
I  was  over  at  another  subcommittee.  In  reviewing  your  formal  tes- 
timony, I  see  that  you  make  a  very  striking  statement.  Let  me 
make  reference  to  it. 

You  tell  us  that  twice  as  many  older  adults  live  in  the  United 
States  today  compared  to  30  years  ago.  In  1993,  persons  65  years 
of  age  or  older  numbered  32.8  million.  This  number  will  double 
again  over  the  next  30  years.  At  the  same  time,  Americans  are  liv- 
ing longer.  Life  expectancy  has  improved  dramatically  since  the 
turn  of  the  century,  increasing  from  48  to  75  years  of  age.  You  also 
make  some  reference  to  how  Americans  are  retiring  earlier  than 
ever  and  so  forth. 

My  question  to  you  is,  how  does  the  Corporation  intend  to  cap- 
italize upon  this  type  of  growth  factor  in  the  elderly  population? 
And,  how  should  the  Nation  be  looking  at  this  phenomenon? 

Mr.  Segal.  Mr.  Stokes,  it  is  a  philosophical  question  that  we 
could  spend  weeks  on.  I  will  try  to  give  you  my  2-minute  response 
at  this  point. 

The  Corporation  thought  long  and  hard  about  what  it  was  going 
to  ask  this  subcommittee  for.  We  are  aware  of  the  circumstances 
in  which  this  subcommittee  needs  to  make  the  difficult  judgments 
that  Chairman  Porter  alluded  to  before,  choosing  between  other 
worthy  programs. 

The  reason  we  asked  for  the  increase  we  have  in  the  senior  pro- 
grams is  that  we  believe  our  track  record  shows  that  at  this  time 
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the  quality  of  life  of  seniors  is  something  that  our  corporation  is 
prepared  to  push  hard  for  and  make  work  at  a  level  that  is  incred- 
ibly cost-effective.  The  justification  goes  specifically  to  a  demonstra- 
tion program. 

In  our  demonstration  program,  we  are  trying  to  take  all  different 
kinds  of  options,  a  mix  of  stipended  and  non-stipended,  a  mix  of 
full-time  and  part-time  to  determine  what  models  will  work  as  we 
go  forward  to  make  seniors  active  people.  You  will  notice  in  some 
of  our  programs  that  people  join  at  age  55.  That  almost  includes 
me — not  Mr.  Stokes,  of  course.  [Laughter.] 

Mr.  Segal.  But  in  fact  there  are  a  lot  of  us  who  believe  that  we 
can  make  the  Senior  Program  a  very,  very  active  contributor  with 
very  small  resources  and  go  forward.  We  think  there  are  many  op- 
portunities for  us  to  get  more  males,  frankly,  involved  in  the  senior 
programs.  Right  now,  a  high  percentage  of  those  in  the  senior  pro- 
grams are  females.  We  all  believe  we  need  to  work  harder  at  pro- 
viding more  male  role  models.  There  are  a  lot  of  other  things  that 
we  would  expect  to  do  in  the  way  of  demonstration  to  experiment 
at  this  time. 

Next  month  is  the  White  House  Conference  on  Aging.  We  have 
a  significant  role  because  we  believe  it  is  our  responsibility  to  drive 
the  message  that  seniors  are  not  only  recipients  in  our  society,  but 
active  participants  that  have  been  underutilized  far  too  long.  We 
are  going  to  figure  out  a  lot  of  ways — if  given  the  resources  by  this 
subcommittee — to  demonstrate  that  we  can  put  seniors  into  new 
experiences  that  will  produce  benefits  not  only  for  them  but  for  the 
society  which  they  have  helped  build. 

FOSTER  GRANDPARENT  PROGRAM 

Mr.  Stokes.  One  of  the  interesting  things  that  we  see  in  our  own 
congressional  districts  is  grandparents  who  having  raised  their  own 
children  are  now  raising  their  children's  children.  That  is  a  very  in- 
teresting phenomenon.  You  don't  read  much  about  it,  but  you  do 
see  it  if  you  know  your  congressional  district.  I  know  what  I  have 
seen  in  my  district. 

Of  course,  that  creates  other  social  problems.  Can  you  talk  a  lit- 
tle bit  about  the  Foster  Grandparent  Program  and  also  the  Head- 
Start  Program  Partnership  Initiative? 

Mr.  Segal.  Yes. 

I  think  the  Foster  Grandparent  Program  that  we  have  is  one 
that  I  am  proudest  of.  I  think  it  is  one  that  the  American  people, 
again  given  enough  visibility,  would  also  delight  much  as  they  de- 
light in  other  real  success  stories. 

Foster  grandparents  work  dramatically  in  the  area  of  literacy. 
They  play  a  pivotal  role  in  mentoring.  They  do  a  lot  of  work  with 
developmentally  disabled  and  with  young  children  who  are  dis- 
abled. They  also  work  in  detention  homes. 

We  talk  a  lot  about  mentoring  right  now,  but  there  is  an  awful 
lot  of  evidence  of  what  a  person  of  some  age  and  some  experience 
can  do  in  detention  homes.  Foster  grandparents  work  in  shelters, 
hospitals,  group  homes  and  classrooms.  They  are  a  very  flexible 
group  working  in  all  the  areas  where  young  people  tend  to  con- 
gregate. 
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The  work  they  have  done  in  literacy  and  mental  retardation  and 
health  and  homelessness  is  truly  remarkable.  We  have  anecdotally 
some  extraordinary  stories  of  successes  of  people  whose  lives  have 
been  turned  around  as  a  result  of  working  with  foster  grand- 
parents. They  are  clearly  output  measurements  and  not  input 
measurements. 

INITIATIVES  FOR  THE  UTILIZATION  OF  SENIORS 

Mr.  Stokes.  Does  your  budget  include  any  other  initiatives  that 
involve  the  utilization  of  seniors? 

Mr.  Segal.  Yes.  This  year,  in  fact,  we  are  requesting  an  increase 
in  the  funding  for  what  we  call  demonstration  programs.  Every  sin- 
gle dollar  counts,  Mr.  Stokes.  So  I  say  with  some  caution  that  we 
are  asking  for  demonstration  funds  from  $1,000,000  to  go  to 
$2,000,000.  That  is  not  a  lot  with  the  kinds  of  funds  you  are  talk- 
ing about,  but  we  are  talking  about  taxpayers'  money. 

We  believe  that  we  are  going  to  be  able  to  show  with  this  com- 
paratively modest  amount  of  funds  new  relationships  and  new 
ways  in  which  seniors  can  partner  with  others  in  the  commu- 
nities— primarily  as  foster  grandparents.  I  should  say  that  the  first 
thing  we  have  done  with  the  grant  this  previous  year  from  the  sub- 
committee was  that  we  went  out  and  partnered  with  the  private 
sector.  With  the  $1,000,000  of  public  funds  we  got  last  year,  we  re- 
ceived $2,500,000  from  foundations  and  Johns  Hopkins  Medical 
School  to  engage  in  the  Foster  Grandparent  Demonstration  Pro- 
gram to  see  new  relationships  we  can  develop  more  than  the  tradi- 
tional relationships  Foster  Grandparents  make. 

So  we  are  going  to  report  back  to  you  soon  about  the  results  of 
the  first  demonstration.  Hopefully,  Mr.  Chairman,  in  the  wisdom 
of  the  subcommittee  we  will  receive  a  modest  increase  of  funds  to 
show  what  demonstration  funds  can  do. 

Mr.  Stokes.  Thank  you,  Mr.  Segal. 

Thank  you,  Mr.  Chairman. 

Mr.  Porter.  Thank  you,  Mr.  Stokes. 

TWO-YEAR  AVAILABILITY  OF  FUNDS 

Mr.  Segal,  the  budget  requests  that  funding  for  fiscal  year  1996 
be  made  available  for  2  years.  The  justification  provides  no  reason 
for  this  request  and  you  did  not  mention  it  in  either  your  written 
or  oral  statements.  Why  should  we  provide  2-year  availability  for 
this  funding,  particularly  since  these  programs  are  not  authorized 
for  fiscal  year  1997? 

Mr.  Segal.  Mr.  Chairman,  I  am  going  to  have  to  ask  Mr. 
Kowalczyk  to  answer  that  one. 

Mr.  Kowalczyk.  Mr.  Chairman,  as  you  are  aware,  one  of  the 
many  recommendations  of  the  reinventing  Government  effort  led 
by  the  Vice  President  was  to  provide  some  additional  flexibility  in 
Federal  funding.  This  would  essentially  provide  the  same  authority 
we  have  enjoyed  under  the  HUD/VA  Subcommittee  with  our  other 
programs  and  it  would  enable  us  to  essentially  spend  this  money 
over  a  2-year  period.  Our  intent  would  be  to  spend  a  great  majority 
of  it  in  the  first  year.  But  as  we  get  further  through  the  year  in 
1996,  if  any  needs  arise  or  any  unforeseen  circumstances  occur, 
this  would  give  us  some  flexibility  to  make  sure  those  monies  were 
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properly  spent  and  would  allow  them  to  be  carried  over  into  the 
subsequent  year. 

A  number  of  other  agencies  have  enjoyed  this  authority,  and  we 
think  given  our  program — some  of  which  we  are  paying  stipends 
and  other  things  to  VISTAS  on  an  ongoing  basis — this  provides 
some  administrative  flexibility,  which  would  improve  the  efficiency 
of  the  organization. 

Mr.  Porter.  What  about  the  authorization  problem? 

Mr.  Kowalczyk.  In  essence,  Mr.  Chairman,  we  have  asked  for 
the  same  authority  in  the  other  subcommittee.  We  don't  under- 
stand that  to  be  an  issue  primarily  because  we  would  expect  the 
authorization  to  be  done  in  a  timely  fashion.  But  obviously  that  is 
something  we  would  be  willing  to  work  with  staff  on  and  discuss 
to  make  sure  there  is  not  an  issue  there. 

TRANSFER  OF  FUNDS 

Mr.  Porter.  Mr.  Segal,  the  fiscal  year  1995  appropriation  bill  re- 
quired a  reduction  across  the  bill  related  to  performance  awards  in 
excess  of  1  percent  of  total  salaries  and  expenses  funding.  The 
OMB  distributed  this  reduction  across  agencies  and  assessed  the 
Corporation  $86,000,  which  the  budget  indicates  was  appropriately 
taken  from  the  program  administration  account. 

However,  the  budget  also  indicates  a  subsequent  transfer  of 
$80,000— roughly  the  same  amount— from  the  VISTA  Literacy  Pro- 
gram. What  was  the  purpose  of  this  transfer? 

Mr.  Segal.  You're  right,  Mr.  Chairman.  We  did  take  the  assess- 
ment by  the  subcommittee  of  the  $86,000  from  that  activity.  I 
might  add  that  in  the  current  year  our  awards  budget  is  substan- 
tially below  the  1  percent  that  was  set  by  OMB  and  the  committee. 

The  flexibility  we  looked  for  with  respect  to  that  $80,000  was  a 
totally  separate  action.  We  have  authority  to  use  this  money  for 
evaluation  activities.  The  transfer  there  reflects  what  we  felt  was 
a  wise  use  of  the  money  within  the  total  VISTA  appropriation.  It 
was  a  totally  separate  action  from  the  awards  budget  action. 

Mr.  Porter.  Why  was  it  necessary  to  make  this  transfer  mid- 
year rather  than  waiting  for  the  fiscal  year  1996  appropriation? 

Mr.  Kowalczyk.  It  was  because  we  had  a  contract  in  place  to 
evaluate  the  program.  One  of  the  questions  you  raised  before  was 
about  the  importance  of  evaluation.  We  looked  at  our  resources  and 
decided,  on  the  basis  of  what  was  available  in  VISTA,  where  we 
traditionally  had  had  the  authority  to  use  that  money  for  that  pur- 
pose, that  we  would  do  so. 

Mr.  Porter.  Page  12  of  the  budget  justification  requests  an  in- 
crease of  $371,000  due  to  a  greater  number  of  participants  request- 
ing lump  sum  payments  and  fewer  participants  requesting  the  edu- 
cational allowance. 

What  does  this  indicate  about  changes  in  VISTA?  Does  this  indi- 
cate a  growing  out-year  investment  to  maintain  current  levels  of 
service? 

Mr.  Segal.  I  think  there  are  two  questions  there,  Mr.  Chairman, 
and  I  will  try  the  first. 

As  you  know,  the  AmeriCorps*VISTA  legislation  is  different  from 
the  AmeriCorps*U.S.A.  legislation.  AmeriCorps*VISTA  legislation 
gives  those  who  complete  a  year  in  VISTA  a  choice  between  taking 
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an  educational  award  or  taking  a  lump  sum  payment.  I  am  going 
to  speculate  that  we  made  a  judgment  at  the  beginning  of  the  year 
as  to  what  percentage  in  this  first  year  of  AmeriCorps*VISTA  were 
going  to  take  the  educational  award  as  opposed  to  the  cash-out.  I 
am  going  to  guess  that  we  were  slightly  off  in  our  estimation.  I  be- 
lieve going  forward  with  the  accumulated  evidence,  we  are  going  to 
have  a  better  sense  of  that. 

Mr.  Kowalczyk.  We  accrue  on  a  biweekly  basis  the  long-term 
costs  of  any  cash  payments  for  these  individuals.  So  there  is  no 
long-term  effect  of  any  of  this  budget  on  future  outyears.  We  do 
that  on  an  ongoing  operational  basis.  If  an  AmeriCorps*VISTA 
member  chooses  a  cash  stipend  as  opposed  to  the  education  award, 
we  begin  immediately  to  budget  for  that  and  incur  the  cost  of  those 
expenditures  in  the  current  year. 

Mr.  Porter.  I  have  a  number  of  other  questions  for  the  record. 

Mr.  Stokes  has  no  further  questions  at  this  time. 

Mr.  Segal,  we  thank  you  very  much  for  your  testimony  this 
morning.  We  will  take  your  budget  under  advisement  and  the  sub- 
committee will  stand  in  recess  briefly  until  we  can  complete  the 
vote. 

Mr.  Segal.  Thank  you,  Mr.  Chairman. 

[Recess.] 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 


Adminiscrative  Cost  Increases  for  National  Senior  Service  Corps 


Mr  Porter:  Page  16  of  the  budget  justification  indicates  the  Corporation  will  need  an  additional 
$1 .758  million  for  administrative  cost  increases  for  continuing  grants  in  the  Retired  and  Senior 
Volunteer  Program    Increases  of  $3  5  million  and  $16  million  are  needed  for  the  Senior 
Companion  and  Foster  Grandparent  programs    Specifically,  why  are  these  increases  needed? 

Mr  Segal:  In  order  to  insure  the  effective  administration  of  the  Senior  Corps  projects,  Congress 
added  section  226  to  the  Domestic  Volunteer  Service  Act  which  stipulates  that  in  determining  the 
amount  of  funding  for  Senior  Corps  projects,  the  Corporation  shall  make  adjustments  that  take 
into  consideration  the  impact  of  inflation  on  administrative  costs  of  the  projects  This  section  was 
added  because  in  many  cases,  local  projects  have  borne  the  impact  of  inflation  to  the  point  where 
services  and/or  volunteers  have  had  to  be  cut  in  order  to  cover  the  costs  of  rising  rents,  insurance, 
and  the  like  Inflationary  impacts  have  been  especially  felt  in  areas  where  local  economies  are 
hard  hit,  and  there  are  limited  non-federal  funding  sources  to  help  support  the  local  projects 

In  accordance  with  Section  226,  in  the  1 996  budget  request  the  Corporation  seeks  funding  that 
would  provide  for  modest  cost  of  living  adjustments  averaging  5  percent  to  be  distributed  among 
the  local  RSVP,  Foster  Grandparent,  and  Senior  Companion  projects.  In  fiscal  year  1995,  funds 
were  made  available  to  provide  for  cost  of  living  adjustments  on  the  average  of  2  3  percent  for  the 
759  RSVP  projects,  3.1  percent  for  the  187  Senior  Companion  Projects,  and  1.6  percent  for  the 
279  Foster  Grandparent  projects    In  fiscal  year  1994,  no  funds  were  available  to  provide  cost  of 
living  adjustments  for  RSVP  and  Senior  Companion  projects,  while  funds  available  in  the  Foster 
Grandparent  budget  provided  for  an  average  cost  of  living  adjustment  of  less  than  one-half  of  one 
percent,  (43  percent)    While  Congress  included  section  226  in  our  authorizing  legislation  as  a 
way  to  ensure  that  local  projects  had  sufficient  administrative  capacity  to  operate  effectively,  due 
to  funding  constraints,  we  have  been  unable  to  keep  up  with  inflationary  impacts  on  the  projects. 
We  hope  in  fiscal  year  1996  to  provide  some  needed  relief  to  our  local  projects  through  the 
proposed  cost  of  living  adjustments. 

Funding  for  Senior  Corps  Demonstration  Program 

Mr  Porter:  The  budget  requests  $2  million  for  senior  demonstration  programs    In  this  climate  of 
budget  constraint,  why  should  we  double  the  existing  program  to  develop  new  models  for  senior 
volunteerism?  Why  shouldn't  we  put  that  funding  into  direct  services? 

Mr.  Segal:  Developing  efficient  and  cost  effective  service  roles  for  America's  most  significant 
natural  resource  is  crucial  to  the  future  of  an  aging  America.  We  should  respond  to  changing 
demographic  conditions  in  a  thoughtful,  well-planned  way.  This  will  allow  us  to  continue  to 
provide  direct  services  that  address  real  needs.   FY  1995  was  the  first  year  of  funding  for  the 
Senior  Corps  demonstration  authority.  Working  with  Public/Private  Ventures  and  the  Johns 
Hopkins  School  of  Medicine,  the  Corporation  is  implementing  a  demonstration  initiative  that 
promises  to  leverage  two-and-a-half  times  the  federal  contribution  in  foundation  support  to 
demonstrate  expanded  models  of  senior  service. 
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The  goals  of  the  Senior  Corps  Demonstration  are  to: 

Test  a  model  for  engaging  seniors  to  help  children  and  youth  that  builds  on  ~  but 
moves  beyond  -  the  traditional  Foster  Grandparent  Program; 

Test  program  features  that  might  be  incorporated  in  national  senior  service  corps 
programs  as  well  as  independent  intergenerational  efforts  (such  features  include  team 
concepts,  a  menu  of  incentives  beyond  the  current  stipend;  leadership  development 
elements,  and  concentrated  assignments  -  or  "critical  mass"-  involving  the  placement 
of  many  volunteers  tackling  a  single  issue  together) 

Develop  research  knowledge  concerning  outcomes,  implementation,  and  cost  that  will 
be  of  value  to  policy  makers  and  practitioners; 

Produce  technical  assistance  materials  of  use  to  the  field;  and 

Raise  the  profile  of  senior  service  programs  and  engage  new  partners  in  this  area,  such 
as  other  hinders  and  institutions. 

With  the  limited  funding  available,  we  plan  to  fund  four  demonstration  sites  this  year  that 
focus  on  senior  service  to  children,  operating  the  demonstrations  through  existing  Foster 
Grandparent  and  RSVP  projects  rather  than  establishing  new  administrative  structures. 
We'will  build  on  the  best  of  our  current  National  Senior  Service  Corps  projects  while 
positioning  these  proven  programs  to  meet  changing  needs  and  demographics.  Through 
developing  new  approaches  and  techniques  we  can  update  our  program  practices  and  make  them 
relevant  to  the  changing  demographics  of  aging  in  America  today. 

Funding  requested  in  the  FY  1 996  budget  would  enable  us  to  provide  additional  direct  service 
through  the  designation  of  several  more  demonstration  sites,  and  would  enable  us  to  conduct  an 
intensive  dissemination  effort  to  a  broader  policy  audience  of  federal,  state,  and  local  officials  with 
an  interest  in  cost-effective  solutions  to  meeting  critical  social  needs  through  the  concentrated 
utilization  of  senior  volunteers. 


Increases  in  Program  Administration  Budget 

Mr  Porter:  The  budget  requests  $1.2  million  for  travel  in  the  program  administration  account 
which  would  more  than  double  this  expenditure.    Given  our  extreme  constraints,  why  should  this 
committee  provide  an  increase  of  $600,000  for  travel  rather  than  for  direct  services? 

Mr  Segal:  The  FY  1995  appropriation  for  program  administration  was  almost  exactly  the  same 
as  the  FY  1994  appropriation.  Uncontrollable  cost  increases,  such  as  the  increase  in  Federal  pay 
had  to  be  absorbed  in  activities  such  as  travel.  The  end  result  is  a  lower  level  of  program 
monitoring  than  we  believe  is  wise.  The  FY  1996  request  restores  that  program  monitoring  travel 
to  approximately  its  FY  1994  level 
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Mr  Porter    Page  21  of  the  budget  request  indicates  an  increase  of  $6.5  million  or  20%  for  1996 
"Special  personal  services  payments  "  Specifically,  what  are  these  payments,  and  why  is  this 
increase  necessary? 

Mr  Segal:  The  "Special  personal  services  payments"  is  the  amount  of  subsistence  paid  to 
AmeriCorps*VISTA  members    The  increased  amount  is  the  sum  of  the  expected  5%  increases 
needed  to  maintain  the  statutorily  required  105  percent  of  the  poverty  rate  for  these  payments  and 
for  the  increased  number  of  VISTA  service  years  sought  in  the  request. 

Mr  Porter:  Page  21  of  the  budget  requests  an  increase  of  $5  4  million  or  45%  for  "other 
services. "  Why  is  this  increase  necessary? 

Mr.  Segal:  As  with  the  issue  of  travel  addressed  above,  other  services  were  reduced  substantially 
in  FY  1995  because  of  the  freeze  in  the  program  administration  appropriation  and  other 
mandatory  cost  increases    That  reduction  led  to  an  underinvestment  in  system  development  and 
other  items  paid  for  through  contracts.  The  FY  1996  request  is  still  3  percent  below  the  FY  1994 
actual  expenditure,  and  will  provide  needed  improvements  in  financial  accounting  and  reporting 
and  program  management. 


AmeriCorps*VISTA  Recruitment 

Mr  Porter:  The  VISTA  budget  requests  $900,000  for  recruitment  activities  for  1996    In  your 
opinion,  why  is  recruiting  individuals  to  paid  service  a  higher  priority  for  this  country  that  the 
other  activities  on  which  we  could  spend  $900,000  in  this  bill? 

Mr.  Segal:  Under  Sec.  103(c)(4)  of  the  Domestic  Volunteer  Service  Act  of  1973,  as  amended, 
not  less  that  1.5%  of  the  total  amount  appropriated  for  the  VISTA  program  must  be  spent  on 
recruitment,  placement,  and  public  awareness  activities.  In  accordance  with  that  statutory 
requirement,  a  total  of  $900,000  has  been  requested  in  FY  96  ($807,000  in  the  regular  VISTA 
program,  $93,000  in  the  Literacy  Corps). 

Since  the  program's  inception  thirty  years  ago,  its  statutory  mission  has  included  a  requirement  to 
involve  "persons  from  all  walks  of  life,  all  geographical  areas,  and  all  age  groups"  as  program 
participants.  We  expect  to  place  over  3000  new  training  entries  in  FY  95.  With  a  recruitment 
budget  of  approximately  $71 5,000,  that  represents  an  investment  of  less  than  $250  per  entry  to 
ensure  that  we  identify,  screen,  and  place  the  most  qualified  individual  for  each 
AmeriCorps*VISTA  assignment    At  the  requested  budget  level  in  FY  96,  the  cost  drops  slightly 
to  $245  per  entry. 

The  AmeriCorps*  VISTA  program  consists  of  a  mix  of  locally  and  nationally-recruited  members, 
with  more  than  3/4  recruited  by  the  project  sponsors  themselves.  To  ensure  a  diverse  group  of 
participants  who  possess  the  necessary  skills  for  the  wide  variety  of  assignments  in 
AmeriCorps*  VISTA,  Corporation  staff  and  VISTA  project  sponsors  must  be  able  to  convey, 
through  recruitment  and  public  awareness  materials,  the  program's  opportunities  and 
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requirements.  In  FY  96,  targeted  recruitment  efforts  will  be  under  taken  to  attract  professionally- 
skilled  participants  into  the  program,  including  architects,  urban  planners  and  those  with  business 
experience. 


Federal  Role  in  National  Service  and  Cost  Benefit  of  the  Program 

Mr  Stokes:  In  this  climate  of  escalating  fiscal  constraints,  to  establish  a  tax  fund  in  order  to 
provide  a  tax  cut,  why  must  the  Federal  role  in  the  Corporation  for  National  Service  continue? 
What  is  the  cost  benefit  of  this  program? 

Mr  Segal:  Government  cannot  and  should  not  be  expected  to  solve  all  of  society's  problems,  but 
it  can  utilize  over  three  decades  of  experience  to  support  quality  programs  with  proven 
community  success    In  these  times  of  diminishing  public  resources  there  is  a  greater  need  than 
ever  before  for  AmeriCorps*VISTA  members  and  Senior  Corps  programs  to  strengthen  and  build 
the  capacity  of  local  non-profit  organizations  dealing  with  communities  in  need 

Charities  say  AmeriCorps  and  the  Senior  Corps  have  been  a  boon  to  their  good  work  in 
communities  around  the  country    We  encourage  partnerships,  but  recognize  that  in  severely 
distressed  communities,  non-profit  organizations  and  private  donations  will  not  be  able  to  fulfil 
the  vital  roles  our  programs  fulfill. 

Our  program's  goal  is  to  strengthen  community  based  institutions    A  recent  report  by  the 
Neighborhood  Leadership  Task  Force  on  Grassroots  Alternatives  for  Public  Policy  (a  group 
created  at  the  request  of  House  Speaker  Gingrich),  states  "through  empowerment  of  successful 
grassroots  programs;  through  asset-building  anti-poverty  strategies,  and  through  programs 
emphasizing  opportunity  and  personal  responsibility,  expenditures  on  poverty  can  be  responsibly 
reduced,  while  the  numbers  of  people  who  achieve  self-sufficiency  can  be  greatly  increased  " 
AmeriCorps*VISTA  has  been  doing  this  for  30  years 

AmeriCorps*VISTA  members  and  Senior  Corps  participants  do  not  work  for  the  federal 
government,  they  work  for  the  local  non-profit  organizations  in  which  they  serve    The 
cornerstone  of  these  programs  has  been  that  local  communities  define,  develop,  and  implement 
the  initiatives,  thereby  assuring  that  local  needs  are  addressed. 

Most  importantly,  AmeriCorps*VISTA  and  the  Senior  Corps  are  cost  effective  investments  that 
produce  real  results    A  recent  evaluation  of  the  AmeriCorps*  VISTA  program  demonstrates  its 
continued  success.  In  one  year,  AmeriCorps* VISTA  members  raised  $3  13  for  every  dollar  of 
federal  funding  invested  in  1994  ($1.63  in  actual  funds  and  $1 .50  in-kind  resources).  This 
represents  a  three  to  one  ratio  of  resources  generated  to  the  dollar  cost  expended 
AmeriCorps*VISTA  members  also  recruited  part-time  volunteers  from  the  community  who 
provided  a  total  of  8,435,1 13  hours  of  service,  enabling  activities  initiated  by  AmeriCorps*  VISTA 
members  to  become  self-sustaining  after  the  members  leave. 

Senior  Corps  volunteers  contribute  1 1 7  million  hours  of  service  each  year    The  current  federal 
contribution  of  $135 .8  million  leverages  another  $85  2  million  in  non-federal  contributions  for  the 
National  Senior  Service  Corps  programs    Every  federal  dollar  invested  in  Senior  Corps  programs 
is  currently  matched  by  $  63  in  non-federal  contributions. 
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At  a  time  when  all  Americans  agree  that  we  need  to  support  community  based  organizations  that 
have  been  so  effective  in  meeting  local  needs,  AmeriCorps*VISTA  and  the  Senior  Corps  are 
perfect  vehicles  to  build  the  capacity  of  these  pillars  of  our  community.  Directors  of  these 
organizations  have  told  me  again  and  again,  "we  could  not  do  it  without  our  AmeriCorps*VISTA 
and  Senior  Corps  Members." 

The  current  federal  contribution  of  $135  8  million  for  the  Senior  Corps  programs  leverages 
another  $85  2  million  in  non-federal  contributions  —  or  sixty-six  cents  for  every  federal  dollar 
invested.  The  cost  benefits  can  be  viewed  in  another  light  as  well.  Consider  the  fact  that  the 
average  annual  cost  of  one  Senior  Companion  is  approximately  $3,850  per  year  as  opposed  to  the 
average  cost  for  nursing  home  care  of  $38,000  per  year.  Each  Senior  Companion,  assigned  to 
three  individuals  and  serving  twenty-hours  per  week,  potentially  saves  more  than  $100,000  in 
costs  that  otherwise  would  be  spent  on  institutionalization  through  Medicaid. 

The  following  demonstrates  the  cost  benefit  of  the  Senior  Corps  Programs: 

RETIRED  AND  SENIOR  VOLUNTEER  PROGRAM  (RSVP) 

•  In  1994,  over  449,700  volunteers  in  744  RSVP  projects  served  over  80  million  hours 
(almost  80  million  hours  in  federally-funded  projects  and  over  877,000  hours  in  non- 
federally  funded  projects)  of  service  to  their  communities  through  more  than  60,000 
community  organizations.  In  1995,  an  estimated  2,100  additional  RSVP  volunteers  will 
be  federally  funded  through  Programs  of  National  Significance  awards. 

•  At  the  Independent  Sector's  $12. 13  per  hour  valuation  of  service  (Giving  &  Volunteering 
in  the  United  States.  1 994  Edition,  Survey  conducted  by  the  Gallup  Organization  for  the 
Independent  Sector),  over  80  million  total  hours  served  annually  by  RSVP  volunteers 
yields  almost  $1  billion  a  year 

•  The  almost  $1  billion  valuation  of  RSVP  service  in  1994  yields  a  28-fold  return  on  federal 
dollars  invested  in  RSVP  annually. 

•  The  federal  cost  of  fielding  a  RSVP  volunteer  is  approximately  $.44  cents  an  hour  ($35. 1 
million  FY  1995  federal  project  grants  allocation  divided  by  over  80  million  hours 
represented  by  federally-funded  projects) 

•  States  and  the  communities  served  by  RSVP  projects  assessed  the  value  of  RSVP 
volunteers'  service  so  highly  that  they  contributed  an  estimated  $36.7  million  in  non- 
federal dollars  to  RSVP  projects  in  1994,  exceeding  the  federal  funding  of  RSVP. 
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FOSTER  GRANDPARENT  PROGRAM  (FGP) 

•  In  1994,  over  23,500  volunteers  in  279  FGP  projects  served  almost  80,000  special  needs 
children  in  their  communities  through  approximately  7,700  community  organizations    In 
1995,  an  estimated  160  additional  FGP  volunteer  service  years  will  be  federally  funded 
through  Programs  of  National  Significance  awards. 

•  FGP  volunteers  served  over  214  million  hours  in  1994  and  are  estimated  to  serve  21.6 
million  hours  in  1995 

•  At  the  Independent  Sector's  $12. 13  per  hour  valuation  of  service  in  1994,  21.4  million 
hours  served  annually  yields  a  value  of  $260  million  a  year. 

•  A  $260  million  value  yields  close  to  a  4-fold  return  on  federal  dollars  invested  in  FGP 
annually 

•  The  federal  cost  of  fielding  a  FGP  volunteer  for  20  hours  a  week  or  1 ,044  hours  a  year  is 
approximately  $3,670  a  year  ($67.5  million  FY  1995  federal  project  grants  allocation 
divided  by  18,400  federally-funded  FY  1995  volunteer  service  years). 

•  States  and  the  communities  served  by  FGP  projects  assessed  the  value  of  FGP  volunteers' 
service  so  highly  that  they  contributed  an  estimated  $30  7  million  in  non-federal  dollars  to 
FGP  projects  in  1994,  matching  over  46  percent  of  the  federal  dollars  invested  in  FGP 

SENIOR  COMPANION  PROGRAM  (SCP) 

•  In  1994,  approximately  13,000  volunteers  in  147  SCP  projects  served  approximately 
32,000  frail  adults  in  need  of  assistance  to  help  them  maintain  independent  living  and 
avoid  premature  institutionalization.  In  1995,  an  estimated  123  additional  SCP  volunteer 
service  years  will  be  federally  funded  through  Programs  of  National  Significance  awards. 

•  Of  the  32,000  frail  adults  served,  100  percent  are  age  60  or  older,  approximately  22,700 
(63  percent)  are  75  or  older,  and  over  9,000  (26  percent)  are  85  years  or  older 

•  SCP  volunteers  serve  these  frail  individuals  predominately  in  their  homes  through 
placements  made  by  over  2,700  community  organizations.  Approximately  72  percent  of 
the  Senior  Companions  serve  in  private  homes. 

•  SCP  volunteers  almost  14  million  hours  annually.  At  the  Independent  Sector's  $12. 13  per 
hour  valuation  of  service  in  1994,  the  14  million  hours  served  annually  yields  a  value  of 
almost  $168  million  a  year. 

•  A  $168  million  value  of  service  yields  over  a  5-fold  return  on  federal  dollars  invested  in 
SCP  annually  ($150  million  divided  by  the  $31  million  FY  1995  federal  project  grants 
allocation) 
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The  total  federal  cost  of  fielding  a  SCP  volunteer  for  20  hours  a  week  or  1 ,044  hours  a 
year  is  approximately  $3,850  a  year  ($3 1  million  FY  1995  federal  grants  allocation  divided 
by  slightly  over  8,000  federally-funded  FY  1995  volunteer  service  years). 

States  and  the  communities  served  by  SCP  projects  assessed  the  value  of  FGP  volunteers' 
service  so  highly  that  they  contributed  an  estimated  $17.8  million  in  non-federal  dollars  to 
SCP  projects  in  1994,  matching  over  60  percent  of  the  federal  dollars  invested  in  SCP. 


Outlook  for  the  Program  in  the  Next  Decade 

Mr.  Stokes:  What  is  your  outlook  for  the  program  in  the  next  decade? 

Mr  Segal:  While  the  programs  of  the  Domestic  Volunteer  Service  Act  share  a  proud  history  of 
accomplishments,  they  also  have  evolved  to  meet  changing  needs  of  society.  Over  the  next 
decade  AmeriCorps*VISTA  and  the  Senior  Corps  will  continue  to  meet  the  needs  of  low-income 
communities  for  microenterprise  development,  community  design  centers,  community 
development  credit  unions,  and  job  creation  and  job  placement    They  will  continue  to  pursue 
innovative  programming  in  the  areas  of  education,  social  needs,  public  safety  and  the 
environment    Most  importantly,  the  Corporation  will  continue  to  listen  to  the  needs  and  requests 
of  communities  to  guide  our  programming  priorities. 

AmeriCorps*VISTA  and  the  National  Senior  Service  Corps  each  play  a  vital  role  in  the  national 
service  movement  and  within  the  Corporation  for  National  Service    Each  program  meets  unique 
needs  of  people  wanting  to  serve  and  communities  needing  service.  AmeriCorps*  VISTA 
distinguishes  itself  by  providing  communities  with  the  tools  to  improve  themselves.  Seniors  can 
serve  in  any  number  of  the  Corporation's  other  programs,  but  the  Senior  Corps  offers  unique 
opportunities  for  them  to  become  involved  in  either  stipended  or  non-stipended  part-time  service 

With  regard  to  the  Senior  Corps,  it  is  in  our  national  interest  for  the  federal  government  to 
stimulate  the  development  of  avenues  for  tapping  the  energies  and  experience  of  America's  rapidly 
growing  senior  population  to  tackle  some  of  our  nations'  most  pressing  problems.  This  is  done  to 
some  extent  through  the  National  Senior  Service  Corps,  but  as  impressive  as  the  record  is  of  the 
nearly  one-half  million  older  persons  now  serving  in  RSVP,  Foster  Grandparents,  and  Senior 
Companions,  the  reality  is  that  the  Corporation  currently  has  the  resources  to  engage  less  than 
two  percent  of  the  eligible  55-plus  population  in  volunteer  service. 

Without  any  major  additional  investment  in  structure,  we  have  in  place  the  foundation  to  engage 
many  more  Our  nation  cannot  afford  to  squander  the  time,  talent,  experience,  and  resources  of 
America's  30  million  older  persons  at  this  juncture  in  our  history  when  so  many  social, 
educational,  environmental  and  other  needs  remain  urgent  and  unmet  —  needs  that  could  be 
addressed  by  America's  retired  and  near-retirement  older  population.  The  federal  focus 
promoting  seniors  as  a  resource,  and  the  federal  incentives  offered  to  communities  to  contribute 
to  the  growth  of  the  Senior  Corps  programs,  is  critical  to  keeping  in  step  with  the  changing  image 
and  reality  of  aging  in  America  today  ~  and  to  channelling  the  energies  and  abilities  of  older 
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persons  towards  meeting  community  needs  through  volunteer  service. 

Investment  in  Violence  Prevention 

Mr  Stokes:  How  much  is  included  in  the  FY  1996  budget  request  to  invest  in  the  area  of 
violence  prevention,  and  how  does  it  compare  with  FY  1995  and  FY  1994  funding? 

Mr  Segal:  In  FY  94,  approximately  34%  of  all  AmeriCorps*  VISTA  members  assigned  to  local 
projects  were  involved  in  activities  dealing  with  domestic  violence,  child  abuse,  delinquency/crime 
prevention,  and  substance  abuse  prevention  education    In  FY  95,  that  figure  remained  about  the 
same,  and  we  expect  a  similar  level  of  activity  in  FY  96.  Accordingly,  about  $17  8  million  of  the 
total  FY  96  budget  request  for  AmeriCorps*VISTA  will  be  invested  in  anti-crime/anti-violence 
activities. 

Currently  the  Corporation  does  not  collect  specific  data  on  the  extent  of  the  Senior  Corps 
involvement  in  the  area  of  domestic  violence  control  and  prevention    However,  we  do  know  that 
Retired  and  Senior  Volunteers,  Foster  Grandparents,  and  Senior  Companions  are  providing 
service  in  this  area    For  example,  in  the  Senior  Summer  Corps  this  past  summer,  46  persons  were 
counselled  on  sexual  abuse  and  rape  prevention/awareness  in  a  small  Alabama  town    In  another 
small  town  in  rural  Arkansas,  four  persons  were  counselled  on  spousal  abuse  and  eight  on  child 
abuse  during  the  summer 

Over  3, 100  Foster  Grandparents  serve  almost  1200  abused  and  neglected  children  in  a  variety  of 
settings    Last  year  over  380  Foster  Grandparents  and  many  RSVP  volunteers  served  in  at  least 
140  shelters  providing  service  to  over  1,300  abused  and  neglected  children  across  the  country 
Others  served  children  in  shelters  for  the  homeless  and  children  and  youth  in  shelters  for 
runaways.  Many  of  the  residents  of  these  shelters  are  victims  of  domestic  violence     Senior 
Companions  are  serving  victims  of  elder  abuse  in  nursing  homes  and  private  homes    Adult 
protective  service  agencies  often  serve  as  volunteer  stations  which  assign  Senior  Companions  to 
their  clients. 

Extent  the  FY  1 996  Budget  Allows  for  Investment  in  Promising  Opportunities 

Mr  Stokes:  Please  describe  the  most  promising  opportunities  you  see  for  the  Corporation  in  the 
next  several  years,  and  elaborate  on  the  benefits  that  could  be  derived  from  investments  in  these 
areas    To  what  extent  will  the  FY  1996  budget  allow  the  Corporation  to  begin  to  implement  the 
opportunities? 

Mr  Segal:  With  regard  to  the  Senior  Corps,  the  Corporation  is  positioned  now  to  build  on  our 
current  experience  and  infrastructure  to  evolve  into  a  national  service  movement  truly  capable  of 
harnessing  the  vast  potential  offered  by  America's  senior  population  to  address  pressing 
community  needs    The  Corporation  is  positioned  to  take  the  lead  in  recognizing  and  utilizing  the 
talents  for  community  service  of  the  more  than  30  million  older  persons  in  our  country  who  are 
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part  of  the  demographic  revolution  before  us. 

Twice  as  many  older  adults  live  in  the  United  States  today  compared  to  30  years  ago.  In  1993, 
persons  65  years  or  older  numbered  32.8  million,  and  this  number  will  double  again  over  the 
next  30  years.  At  the  same  time,  Americans  are  living  longer.   Life  expectancy  has  increased 
dramatically  since  the  turn  of  the  century,  from  48  to  75  -  an  increase  greater  than  the 
accumulated  increases  in  all  of  human  history.  And  Americans  are  retiring  earlier  than  ever. 
This  trend  frees  up  a  substantial  amount  of  time  --  on  the  average,  more  than  20  hours  a  week. 
The  net  result  is  that  many  Americans  are  now  spending  a  significant  proportion  of  their  lives 
in  post  retirement;  for  many,  a  full  third  of  their  lives. 

Eighty-one  percent  of  non-institutionalized  older  persons  report  no  difficulties  with  the 
activities  of  daily  living,  and  only  5  percent  of  the  current  65  and  older  population  reside  in 
nursing  homes.  As  these  numbers  suggest,  the  United  States  now  possesses  not  only  the  largest 
and  fastest-growing  population  of  older  persons  in  its  history,  but  the  healthiest,  best-educated, 
and  most  vigorous.   Older  Americans  may  well  constitute  our  most  rapidly  increasing  natural 
resource. 

The  question  for  most  retired  Americans  is:  how  will  I  choose  to  live  those  final  twenty-to- 
thirty  years  of  my  life?  The  question  for  policy  makers  is:  what  avenues  can  we  provide  to 
enable  older  Americans  to  stay  involved,  to  engage  them  in  helping  to  solve  problems  and  to 
strengthen  communities?  At  the  Corporation  the  avenues  are  in  place.   We  need  only  the 
resources  to  seize  this  opportunity.  The  proposed  FY  1996  budget  allows  us  to  do  so. 


FY  1996  Budget  Request  and  Initiatives  to  Enhance  Senior  Service  to  Children 

Mr  Stokes:  What  other  major  initiatives  are  built  into  the  FY  1996  budget  request  to  enhance 
Senior  Service  to  children?  How  does  the  FY  1996  funding  for  the  initiative  compare  with  the 
FY  1995  and  the  FY  1994  investment? 

Mr  Segal:  The  1996  request  for  the  Foster  Grandparent  Program,  which  is  exclusively  targeted 
to  enhance  senior  service  to  children,  represents  a  $10,998,000  increase  over  the  1995  level  and  a 
$12,693,000  increase  over  the  1994  level.  The  request  will  support  an  estimated  1,600  additional 
Foster  Grandparents  serving  approximately  6,500  additional  children 
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Senior  Programs  in  Maryland  and  Effect  of  Rescission 

Mr:  Hoyer:  The  fifth  district  of  Maryland  has  three  programs  which  rely  on  volunteers  through 
your  Retired  and  Senior  Volunteer  program  (RSVP).   1,945  senior  volunteers  serve  almost 
325,000  of  their  fellow  Marylanders  through  RSVP 

Your  Foster  Grandparent  Program  helps  to  coordinate  the  134  grandparents  in  my  district  who 
provide  more  than  135,000  hours  of  support  and  mentoring  each  year  to  children  with  physical, 
mental  or  emotional  disabilities.  Also  in  my  district,  129  low-income  seniors  work  130,000  hours 
per  year  with  frail  adults  to  help  them  stay  in  their  homes  and  stay  independent    These  Senior 
Companions  find  meaning  in  life  helping  others,  and  receive  a  small  stipend  to  help  them  stay 
independent  and  off  public  assistance  themselves 

None  of  this  could  happen  without  the  volunteers  that  you  help  to  support  and  coordinate 

Some  people  would  argue  that  this  shouldn't  be  the  job  of  the  Federal  government,  and  that  the 
private  sector  can  take  care  of  this  by  itself. 

Could  you  explain  to  the  Committee  why  the  federal  role  in  the  Senior  Corps  programs  is  so 
critical  and  what  would  happen  to  the  programs  in  my  district  if  the  National  Service  Corps  were 
cut  to  the  level  proposed  in  the  rescission  package? 

Mr  Segal:  It  is  in  our  national  interest  for  the  federal  government  to  stimulate  the  development 
of  avenues  for  tapping  the  energies  and  experience  of  America's  rapidly  growing  senior  population 
to  tackle  some  of  our  nations'  most  pressing  problems.  This  is  done  to  some  extent  through  the 
National  Senior  Service  Corps,  but  as  impressive  as  the  record  is  of  the  nearly  one-half  million 
older  persons  now  serving  in  RSVP,  Foster  Grandparents,  and  Senior  Companions,  the  reality  is 
that  the  Corporation  currently  has  the  resources  to  engage  less  than  two  percent  of  the  eligible 
55-plus  population  in  volunteer  service    Without  any  major  additional  investment  in  structure,  we 
have  in  place  the  foundation  to  engage  many  more.  Our  nation  cannot  afford  to  squander  the 
time,  talent,  experience,  and  resources  of  America's  30  million  older  persons  at  this  juncture  in  our 
history  when  so  many  social,  educational,  environmental  and  other  needs  remain  urgent  and 
unmet  —  needs  that  could  be  addressed  by  America's  retired  and  near-retirement  older  population 
The  federal  focus  promoting  seniors  as  a  resource,  and  the  federal  incentives  offered  to 
communities  to  contribute  to  the  growth  of  the  Senior  Corps  programs,  is  critical  to  keeping  in 
step  with  the  changing  image  and  reality  of  aging  in  America  today  -  and  to  channelling  the 
energies  and  abilities  of  older  persons  towards  meeting  community  needs  through  volunteer 
service 

Fortunately,  the  Senior  Corps  programs  were  not  included  in  the  rescission  package    Cutbacks  in 
program  funding  for  the  Senior  Corps  would  translate  into  reduction  in  the  numbers  of  volunteers 
serving  with  projects,  reduction  in  services  to  the  community  by  RSVP  volunteers,  and  to  the 
individual  children  and  frail  elders  served  by  Foster  Grandparents  and  Senior  Companions,  as  well 
as  the  possible  closing  of  some  projects  nationwide 
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February  6,  1995 


The  Honorable  John  Edward  Porter  corporation 
Chairman  for  nat.onal 
Subcommittee  on  Labor,  Health  and  

Human  Services,  Education  and  Ds  ERVICE 

Related  Agencies 
Committee  on  Appropriations 
United  States  House  of  Representatives 
Washington,  D.C.  20515 

Dear  Mr.  Chairman: 

I  am  submitting  herewith  the  justification  for  the  FY  1996  funding  request  for 
programs  authorized  under  the  Domestic  Volunteer  Service  Act  of  1973,  as  amended.   The 
FY  1996  request  for  these  programs,  and  related  administrative  costs,  totals  $262,900,000. 
These  resources  will  enable  all  Domestic  Volunteer  Service  Act  programs  to  help  fulfill  the 
mission  of  the  Corporation: 

"The  Corporation  for  National  and  Community  Service  will  engage  Americans  of  all 
ages  and  backgrounds  in  community-based  service.   This  service  will  address  the 
nation's  education,  human,  public  safety,  and  environmental  needs  to  achieve  direct 
and  demonstrable  results.    In  doing  so,  the  Corporation  will  foster  civic 
responsibility,  strengthen  the  cords  that  bind  us  together  as  a  people,  and  provide 
educational  opportunity  for  those  who  make  a  substantial  commitment  to  service. " 

During  the  past  16  months,  important  progress  has  been  made  in  fulfilling  that 
mission.    The  Corporation  was  formed,  ACTION  was  merged  into  the  Corporation,  and  a 
concerted  and  coordinated  effort  is  underway  to  expand  opportunities  to  Americans  of  all 
ages  and  backgrounds  to  engage  in  community-based  service  which  addresses  critical  local 
needs. 

This  request  will  provide  opportunities  for  many  additional  Americans,  both  seniors 
and  AmeriCorps*VISTA  members,  to  participate  in  this  endeavor  through  the  programs  of 
the  Domestic  Volunteer  Service  Act.   The  total  amount  of  the  request  for  Corporation  for 
National  and  Community  Service  is  $1,082,376,000,  an  increase  of  $290,752,000  over  the 
amounts  available  in  1995.   This  request  closely  tracks  the  authorizing  legislation  enacted 
with  bipartisan  Congressional  support  in  FY  1993. 

Sincerely, 

Eli  J.Segal 

Chief  Executive  Officer 
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CORPORATION  FOR  NATIONAL 
AND  COMMUNITY  SERVICE 


MISSION  STATEMENT 


The  Corporation  for  National  and 
Community  Service  will  engage 
Americans  of  all  ages  and  backgrounds  in 
community-based  service.  This  service 
will  address  the  nation's  education, 
human,  public  safety,  and  environmental 
needs  to  achieve  direct  and  demonstrable 
results.  In  doing  so,  the  Corporation  will 
foster  civic  responsibility,  strengthen  the 
cords  that  bind  us  together  as  a  people, 
and  provide  educational  opportunity  for 
those  who  make  a  substantial  commitment 
to  service. 
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INTRODUCTION 

The  Corporation  for  National  and  Community  Service  was  established  by  the 
National  and  Community  Service  Trust  Act  of  1993.   The  Corporation  administers 
programs  authorized  under  the  National  and  Community  Service  Act  of  1990,  as 
amended,  and  the  Domestic  Volunteer  Service  Act  of  1973,  as  amended.   This 
justification  covers  programs  and  activities  authorized  under  the  Domestic 
Volunteer  Service  Act. 

The  programs,  functions,  and  activities  of  ACTION  were  formally  merged  into 
the  Corporation  for  National  and  Community  Service  on  April  4,  1994. 

In  fiscal  year  1996,  program  activities  authorized  under  the  Domestic 
Volunteer  Service  Act  include:   Volunteers  in  Service  to  America  (VISTA), 
VISTA  Literacy  Corps,  University  Year  for  VISTA,  Special  Volunteer  Programs, 
Retired  and  Senior  Volunteer  Program,  Foster  Grandparent  Program,  Senior 
Companion  Program,  and  Senior  Demonstration  Programs.   A  cornerstone  of  all 
activities  under  the  Domestic  Volunteer  Service  Act  is  that  local  communities 
determine  needs  and  design  and  implement  programs.   Federal  resources  support 
these  local  efforts. 

The  highlights  of  plans  and  activities  under  the  Domestic  Volunteer  Service 
Act  programs  in  fiscal  year  1996  are  as  follows: 

1.  VISTA  will  provide  nearly  4,100  volunteer  service  years  directed  toward 
addressing  particularly  the  needs  of  low-income  communities.   VISTA 
Volunteers  will  engage  in  a  wide  range  of  service  activities,  and  are 
eligible  to  receive  an  educational  award  under  the  National  Service 
Trust  administered  by  the  Corporation. 

2.  VISTA  Literacy  Corps  will  provide  459  volunteer  service  years  directed 
toward  reducing  illiteracy  throughout  the  United  States. 

3.  The  Retired  and  Senior  Volunteer  Program  will  enable  approximately 
486,000  individuals  aged  55  and  older  to  serve  in  local  community-based 
organizations  and  institutions,  including  schools,  museums,  libraries, 
hospitals,  nursing  homes,  and  a  wide  range  of  other  public  and  private 
nonprofit  organizations. 

4.  The  Foster  Grandparent  Program  will  support  25,000  Foster  Grandparents 
who  will  provide  service  to  over  85,000  children  with  special  or 
exceptional  needs. 

5.  The  Senior  Companion  Program  will  enable  about  16,500  low-income  seniors 
to  provide  support  to  over  41,000  older  adults  receiving  long-term  care. 

6.  The  Senior  Demonstration  Programs  will  support  eight  projects  and  120 
service  years  focusing  on  new  roles,  types  of  service,  and 
demonstrations  of  the  application  of  senior  resources  in  solving 
community  problems. 

Funds  are  not  being  requested  in  FY  1996  for  the  University  Year  for  VISTA  and 
special  volunteer  programs  from  this  appropriation. 
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DOMESTIC  VOLUNTEER  SERVICE  PROGRAMS  OPERATING  EXPENSES 

FY  1996  APPROPRIATION  LANGUAGE 

For  expenses  necessary  for  the  Corporation  for  National  and  Community 
Service  to  carry  out  the  provisions  of  the  Domestic  Volunteer  Service  Act  of 
1973,  as  amended,  [$214,710,000]  $262,900,000,    to  remain   available   until 
September  30,    1997.      (Departments  of  Labor,   Health  and  Human  Services,    and 
Education,    and  Related  Agencies  Appropriations  Act,    1995.) 


APPROPRIATION  LANGUAGE  -  continued 

Language  Analysis 


Language  Provision 


...  to  remain  available  until 
September  30,    1997. 


Explanation 


Proposed  appropriation  language 
would  provide  two-year  funding 
for  the  activities  authorized 
by  the  Domestic  Volunteer  Service 
Act  of  1993,  as  amended. 
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DOMESTIC  VOLUNTEER  SERVICE  PROGRAMS  OPERATING  EXPENSES 
GENERAL  STATEMENT 

The  FY  1996  appropriation  request  of  $262,900,000  will  enable  the  Corporation 
for  National  and  Community  Service  to  fulfill  its  responsibilities  under  the 
Domestic  Volunteer  Service  Act  of  1973,  as  amended.   Programs  are  currently 
authorized  through  fiscal  year  1996. 

The  mission  of  the  Corporation  for  National  and  Community  Service  is  to  engage 
Americans  of  all  ages  and  backgrounds  in  community-based  service.   This 
service  will  address  the  nation's  education,  human,  public  safety,  and 
environmental  needs  to  achieve  direct  and  demonstrable  results.   In  doing  so, 
the  Corporation  will  foster  civic  responsibility,  strengthen  the  cords  that 
bind  us  together  as  a  people,  and  provide  educational  opportunity  for  those 
who  make  a  substantial  commitment  to  service.   Specific  Corporation  objectives 
for  1996  include  supporting  47,000  national  service  participants,  building  an 
ethic  of  service  among  Americans,  and  creating  the  infrastructure  necessary  to 
accomplish  direct  and  demonstrable  results  within  communities.   All  programs 
authorized  under  the  Domestic  Volunteer  Service  Act  support  these  objectives. 

In  fiscal  year  1996,  program  activities  authorized  under  the  Domestic 
Volunteer  Service  Act  include:   Volunteers  in  Service  to  America  (VISTA), 
VISTA  Literacy  Corps,  University  Year  for  VISTA,  Special  Volunteer  Programs, 
Retired  and  Senior  Volunteer  Program,  Foster  Grandparent  Program,  Senior 
Companion  Program,  and  Senior  Demonstration  Programs.   Each  of  these  programs 
has  a  specific  purpose,  but  they  share  a  common  goal  of  supporting  service 
activities  within  communities  to  address  fundamental  and  pressing  needs.   A 
cornerstone  of  all  activities  under  the  Domestic  Volunteer  Service  Act  is  that 
local  communities  determine  needs  and  design  and  implement  programs.   Federal 
resources  support  these  local  efforts. 

The  VISTA  program  will  continue  to  supplement  efforts  to  assist  low-income 
communities  by  enabling  individuals  of  all  ages,  and  from  all  segments  of 
society,  to  participate  in  full-time,  stipended  national  service. 
AmeriCorps*VISTA  members  will  focus  upon  community  and  resource  mobilization, 
particularly  with  local  and  community-based  nonprofit  organizations, 
addressing  the  needs  of  low-income  individuals.   Efforts  will  focus  on  a  broad 
range  of  needs,  including:   illiteracy,  hunger,  homelessness,  unemployment, 
health  and  related  needs,  environmental  impact,  and  other  problems  facing  low- 
income  communities. 

The  VISTA  Literacy  Corps  will  continue  to  develop,  strengthen,  and  expand  the 
efforts  of  public  and  private  nonprofit  organizations  at  the  local,  state,  and 
Federal  levels  in  addressing  the  problems  of  illiteracy.   Members  mobilize 
community  resources,  both  financial  and  human,  in  addressing  these  needs. 

The  National  Senior  Volunteer  Corps  Programs  will  match  the  time  and  energy  of 
skilled  seniors  with  community  needs.   Under  the  Retired  and  Senior  Volunteer 
Program,  seniors  willing  to  share  their  experiences,  abilities,  and  skills 
will  be  placed  in  nearly  65,000  community-based  organizations  to  respond  to  a 
wide  variety  of  community  needs.   Local  projects  recruit,  place,  and  train 
volunteers  to  serve  in  these  local  organizations,  which  provide  day-to-day 
supervision  of  the  volunteers. 

The  Foster  Grandparent  Program  will  focus  on  service  to  children  with  special 
or  exceptional  needs,  including  youthful  offenders  and  abused  or  neglected 
children. 

The  Senior  Companion  Program  will  emphasize  service  to  other  older  persons, 
helping  them  to  continue  living  independently  and  deferring,  preventing,  or 
reversing  institutionalization. 
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GENERAL  STATEMENT  -  continued 

The  Senior  Demonstration  Program  will  explore  new  roles  for  seniors  in 
addressing  community  needs. 

Under  all  programs,  continued  reliance  will  be  placed  on  using  non-Federal 
resources,  both  public  and  private,  to  support  these  activities. 
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OPERATING  EXPENSES,  DOMESTIC  PROGRAMS 
SUMMARY  OF  CHANGES 

FY  1995  appropriation  $214,624,000 

FY  1996  appropriation  request  262.900.000 

Net  change  +$  48,276,000 


FY1995  Base  FY1996  Changes 

Budget  Authority  a/  from  FY1995  Base  a/ 

VISTA $42,676,000  +$11,124,000 

Literacy  Corps  5,024,000  +    1,176,000 

Retired  &  Senior  Volunteer  Program  35,708,000  +    8,792,000 

Foster  Grandparent  Program  67,812,000  +   10,998,000 

Senior  Companion  Program  31,244,000  +   11,846,000 

Senior  Demonstration  Program  1,000,000  +    1,000,000 

Inspector  General  +         

Program  Administration  31,160,000  +   3.340.000 

Total  net  change  +$  48,276,000 

a/   Figures  do  not  include  funds  provided  by  the  Emergency  Supplemental 
Appropriation  Act  of  1994  for  California  earthquake  relief. 


FY  1995  Base       FY  1996  Changes 
Budget  Authority     from  FY  1995  Base 


1.  Mandatory  increase  of  approxi- 
mately 5  percent  in  monthly 
subsistence  allowance  to  maintain 
nationwide  average  subsistence  rate 
at  105  percent  of  expected  poverty 

level  $27,325,000 

2.  Effect  of  the  anticipated  8  percent 
increase  in  volunteer  health  benefits 
along  with  the  effect  of  the  changing 
contract  period  5,040,000 
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SUMMARY  OF  CHANGES  -  continued 


FY  1995  Base 
Budget  Authority 


FY  1996  Changes 
from  FY  1995  Base 


3.  Projected  increase  in  participants 
in  child  care  from  14  percent  to  15 
percent 

4.  Mandatory  1.5  percent  of  available 
funds  for  recruitment  

Subtotal,  built-in  increases  


1,665,300 
640,100 


119,000 


167,000 


•$   1,860,000 


B.   Program: 


1.  Increase  volunteer  service  years 

(VSY's)  by  575  to  4,075  $         

2.  Increase  in  costs  for  in-service 
training  for  additional  volun- 
teers    962,500 

3.  Increase  in  allocation  for  volun- 
teer supervision  and  job-related 
transportation  to  provide  assistance 

to  additional  projects  1,400,000 

4.  Increase  in  costs  for  pre-service 
orientation  due  to  increase  in 
training  entries  as  offset  by  a 

reduction  in  cost  factors 1,627,500 

5.  Increase  in  stipend  due  to  increase 
in  participants  and  a  leveling  off  of 
participants  requesting  educational 
allowance 2,260,700 


k$   7,591,000 


260,000 


+       9,000 


Increase  in  the  amount  of  reimburse- 
ment due  to  the  Department  of  Labor 
for  payments  made  to  VISTA  Volunteers 
under  the  Federal  Employees ' Compen- 
sation Act  (FECA) 

Increase  in  anticipated  costs 
for  termination  travel  and 
transportation  due  to  higher 
numbers  of  nationally  recruited 
participants 


50,000 
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SUMMARY  OF  CHANGES  -  continued 


FY  1995  Base       FY  1996  Changes 
Budget  Authority    from  FY  1995  Base 


8.  Increase  in  in-service  training 
for  supervisors  due  to  higher 
numbers  of  projects  at  the  same 

cost  factor 334,800        +      52,000 

9.  Increase  in  printing  and  other 
services  due  to  higher  number  of 

reprints  in  FY  1996  146,000        +       16,000 

10.  Increase  in  settling-in  allowance 
due  to  increase  in  training 

entries  455,000        +     259.000 

Subtotal,  program  increases  +$   9,311,000 

Total  increases  +$  11,171,000 


Decreases; 
A. 


Implementation  of  policies  elimi- 
nating leave  and  reenrollment 
allowances  for  volunteers  enrolled 
after  January  1,  1993  $    77,500        rS_ 


A.   Built-in: 


1.   Mandatory  increase  of  approxi- 
mately 5  percent  in  monthly 


Subtotal,  built-in  decreases  -$  47,000 

B.   Program: 

None S       zS zzr 

Subtotal,  program  decreases  -$        

Total  decreases  -$  47,000 

Net  change,  VISTA  +$  11,124,000 

VISTA  Literacy  Corps 
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SUMMARY  OF  CHANGES  -  continued 


FY  199S  Baae       FY  1996  Changes 
Budget  Authority    from  FY  1995  past 


subsistence  allowance  to  maintain 

nationwide  average  subsistence  rate 

at  105  percent  of  expected  poverty 

level  S  3,122,900        +$     83,000 

2.   Effect  of  anticipated  8  percent 

increase  in  volunteer  health  benefits 
along  with  the  effect  of  the  changing 
contract  period  576,000        +      85,000 

4.  Projected  increase  in  participants 
in  child  care  status  from  14  percent 

to  15  percent 201,600        +      14,000 

5.  Increase  in  stipend  due  to  increase 
in  participants  and  a  leveling  off 
participants  requesting  educational 

allowance 258,400        +       38,000 

6.  Increase  in  the  amount  of  reimburse- 
ment due  to  the  Department  of  Labor 
for  payments  made  to  VISTA  Volunteers 
under  the  Federal  Employees 'Compen- 
sation Act  (FECA) 77,100         +        4,000 

7.  Mandatory  1.5  percent  of  available 

funds  for  recruitment  75,400        + 18.000 

Subtotal,  built-in  increases  +$    242,000 


B.   Program; 

1.  Increase  in  volunteer  service  years 

(VSY's)  by  10  to  440 $       +$    797,000 

2.  Increase  in  costs  for  in-service 
training  for  additional  volun- 
teers    110,000        +      28,000 

3.  Increase  in  allocation  for  volun- 
teer supervision  and  job-related 
transportation  to  provide  assistance 

to  additional  projects  160,000        +      50,000 

4.  Increase  in  in-service  training 
for  supervisors  to  restore  number 

of  days  of  training  55,500        +       5,000 
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SUMMARY  OF  CHANGES  -  continued 


FY  1995  Base       FY  1996  Changes 
Budget  Authority    from  FY  1995  Base 


5.  Increase  in  anticipated  costs 
for  termination  travel  and 
transportation  due  to  a  higher 
number  of  nationally  recruited 

participants    $     95,700        +      29,000 

6.  Increase  in  settling-in  allowance 
due  to  larger  number  of  partici- 
pants   52,000        +      28,000 

7.  Increase  in  printing  and  other 
services  to  restore  stock  of 

brochures  and  printed  forms  ...  46,400        + 27.000 


Subtotal,  program  increases  +$    958,000 

Total  increases  +$   1,200,000 


Built-in; 

1.  Implementation  of  policies  elimi- 
nating leave  and  reenrollment 
allowances  for  volunteers  enrolled 

after  January  1,  1993  $     25,000        -$     10,000 

2.  Decrease  in  costs  for  pre-service 
orientation  due  to  decrease  in 

estimated  cost  factors 168,000        = 14,000 


Subtotal,  built-in  decreases 

B.   Program: 

None 


Subtotal,  program  decreases  $        

Total  decreases  -$     24,000 

Net  change,  VISTA  Literacy  Corps  ..  +5   1,176,000 
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SUMMARY  OP  CHANGES  -  continued 


FY  1995  Base       FY  1996  Changes 
Budget  Authority     from  FY  1995  Base 


Retired  and  Senior  Volunteer  Program 

Increases; 

A.   Built-in; 

1.  Administrative  cost  increases 

for  continuing  grants  $  35,138,000        +$   1,758,000 

2.  Additional  funds  for  Programs 
of  National  Significance 

components  ♦   3.772.000 


Subtotal,  built-in  increases  +$   5,530,000 

B.   Program; 

1.  Support  for  an  additional  33,800 
RSVP  volunteers  serving  on  43 

new  projects  $        +$   1,932,000 

2.  Increase  in  training  and  technical 
assistance  for  a  national  conference 
of  project  directors  and  new  director 

training ± 1.330.000 

Subtotal,  program  increases  +$   3,262,000 

Total  increases  +$   8,792,000 


Decreases; 

A.  Built-in; 

None  $ 

B.  Program; 

None  $ 

Total  decreases  


Net  change,  Retired  and  Senior 

Volunteer  Program  +$   8,792,000 


SUMMARY  OF  CHANGES  -  continued 


Foster  Grandparent  Program 


FY  1995  Base       FY  1996  Changes 
Budget  Authority     from  FY  1995  Base 


A.  Built-in; 

1.  Administrative  cost  increases  for 

continuing  grants S  67,487,000        +$   3,510,000 

2.  Stipend  increase  of  $0.05  per 

hour ♦    1,200,000 

3.  Additional  funds  for  Programs 
of  National  Significance 

components  ,  ± 3,944,300 

Subtotal,  built-in  increases  ♦$  8,654,300 

B.  Program; 


1.   Funding  for  400  additional  volun- 
teer service  years  (VSY's)  on  7 
new  projects  


A.  Built-in; 

None 

B.  Program; 

None 

Total  decreases 


$  1,468,700 


2.   Increase  in  training  and  technical 
assistance  provided  for  planned 
national  conference ± UliSSQ 

Subtotal,  program  increases  ♦$  2,343,700 

Total  increases  +S  10,998,000 
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SUMMARY  OF  CHANGES  -  continued 


FY  199S  Base 
Budget  Authority 


FY  1996  Changes 
from  FY  1995  Base 


Net  change,  Foster  Grandparent 

Program  

Senior  Companion  Program 
Increases: 

A.  Built-in; 

1.  Administrative  cost  increases 

for  continuing  grants  $  30,969,000 

2.  Stipend  increase  by  $0.05 

3.  Additional  funds  for  Programs 
of  National  Significance 
components  

Subtotal,  built-in  increases  

B.  Program; 

Support  for  1,472  additional  volun- 
teer service  years  (VSY's)  on  26 
new  projects  S        

Total  increases  

A. 

None  S 

B.   Program; 

None  $ 

Total  decreases  

Net  change,  Senior  Companion 

Program  


►$  10,998,000 


+$   1,579,100 
♦     560,000 


+   3,949,000 
+$   6,088,100 


►S   5.757.900 
k$  11,846,000 


+$  11,846,000 


SUMMARY  OF  CHANGES  -  continued 


FY  1995  Base 
Budget  Authority 


FY  1996  Changes 
from  FY  1995  Base 


Senior  Demonstration  Program 
Increases; 

A.  Built-in: 

None  

B.  Program; 

1.  Funds  for  4  demonstration  grants 
testing  models  for  new  National 
Senior  Volunteer  Corps 
activities  

2.  Funds  to  provide  support  and 
technical  expertise  in  develop- 
ment and  implementation  of  new 
program  

Subtotal,  program  increases  

Total  increases  

A.  Built-in: 

None  

B.  Program; 

None  

Total  decreases  

Net  change.  Senior  Demonstration 

Program  


250,000 


250,000 


►S   1,000,000 
y$      1,000,000 


►$   1,000,000 


Program  Administration 


Full-year  effect  on  pay  and 
benefits  of  locality  pay 


SUMMARY  OF  CHANGES  -  continued 


FY  1995  Base       FY  1996  Changes 
Budget  Authority    from  FY  1995  Base 


increase  effective  January, 

1995 $23,657,000         +$     762,000 

2.  Mandatory  growth  in  base  payroll, 
Including  periodic  step  increases, 

and  career  ladder  promotions  ..  +     330,000 

3.  Increase  in  building  rents 

(per  GSA)  3,535,000         +      357,000 

Subtotal,  built-in  increases  +$   1,449,000 


Program: 

1.  Increased  travel  to  restore 
monitoring  and  program  development 
activities  to  FY  1994  level  and  to 
accommodate  program  growth  contained 
in  this  request.  $ 

2.  Contractual  support  to  restore 
monitoring  and  program  development 
and  systems  developmentactivities  to 
FY  1994  level  and  to  accommodate 
program  growth  contained  in  this 
request . 

3.  Cost  increases  in  telecommunications 
equipment,  supplies,  etc. 


Subtotal,  program  increases  +$  1,891,000 

Total  increases  +$  3,340,000 

Decreases; 

A.  Built-in; 

None  S        $        

B.  Program; 

None  S       _S zzz. 

Total  decreases  $        S        

Net  change,  Program  Administration                         +$  3,340,000 
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DOMESTIC  VOLUNTEER  SERVICE  PROGRAMS  OPERATING  EXPENSES 
DETAIL  OF  PERMANENT  POSITIONS 


FY  1993 
Actual 


FY  1994 
Estimate 


FY  1995 
Estimate 


Executive  Level  III  

Executive  Level  IV  

Executive  Level  V  

Subtotal  a/  

ES-6  

ES-5  

ES-4  

ES-3  

ES-2  

ES-1  

Subtotal  

GS/GM-15  

GS/GM-14  

GS/GM-13  

GS-12  

GS-11  

GS-10  

GS-09  

GS-08  

GS-07  

GS-06  

GS-05  

GS-04  

Subtotal  

Total  permanent  positions  . 

Unfilled  positions,  end 
of  year  

Total  permanent  employment, 
end  of  year  


17 
28 
73 
94 
32 

27 
3 
42 
27 
34 
2 

379 

385 


z21 
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17 
28 
73 
94 
32 

27 
3 
42 
27 
34 
_2 

379 

385 
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379 
385 
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DOMESTIC  VOLUNTEER  SERVICE  PROGRAMS  OPERATING  EXPENSES 

AMOUNTS  AVAILABLE  FOR  OBLIGATION 

FY  1994  FY  1995  FY  1996 

Appropriation  requested  [$206,738,000]      [$239,000,000]     $262,900,000 

Appropriation  (P.L.  102-112)       205,097,000 

Emergency  Supplemental  

Appropriation  Act  of  1994         1,600,000  854,000  a/ 

Appropriation  (P.L.  103-333)  214,710,000 

Reduction  required  by  Section  513  

of  P.L.  103-333  (       86,000) 

Reimbursements  25,385,000       4,929,000     == 


Federal  Departments  and  

aqencies  23,139,000          2,429,000 

State  and  local  governments  1,748,000          1,948,000 

Public  and  private  nonprofit 

organizations  498,000  481^000     

Total  available  for  obligation  $232,082,000  $220,407,000      $262,900,000 

a/   Funds  for  Southern  California  earthquake  relief  carried  over  from  FY  1994. 

b/   Amount  cannot  be  determined  at  this  time. 
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DOMESTIC  VOLUNTEER  SERVICE  PROGRAMS  OPERATING  EXPENSES 


1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 


Budget  Estimate 
to  Congress 

$     392,000 

98,425,000 

93,298,000 

102,344,000 

}     101,574,000 

93,902,000 

116,860,000 

130,986,000 

168,099,000 

169,154,000 

145,325,000 

117,721,000 

109,730,000 

120,217,000 

147,550,000 

149,865,000 

152,997,000 

165,991,000 

170,417,000 

192,424,000 

198,552,000 

205,137,000 

206,738,000 


House 

Senate 

Allowance 

Allowance 

Appropriation  a/ 

$     392,000 

$     392,000 

S  79,136,000  b/ 

94,107,000 

94,107,000 

94,107,000 

89,323,000 

92,399,000 

91,760,000 

96,000,000 

100,000,000 

100,000,000 

101,313,000 

105,623,000 

103,595,000 

108,200,000 

108,200,000 

109,110,000 

117,260,000 

118,660,000 

118,377,000 

118,377,000 

118,377,000 

119,175,000 

<=/ 

£/ 

145,584,000  d/ 

158,047,000 

— 

153,090,000  e/ 

148,575,000 

134,277,000 

131,858,000  d/ 

125,490,000 

129,073,000 

129,321,000  f/ 

3/ 

140,061,000  h/ 

135,590,000  i/ 

147,722,000 

150,284,000 

150,164,000 

150,164,000 

152,164,000 

144,782,000 

179,914,000 

174,496,000 

156,287,000  1/ 

162,191,000 

173,491,000 

162,903,000  k/ 

168,863,000 

171,897,000 

170,420,000  1/ 

a/ 

181,092,000 

175,665,000  n/ 

191,659,000 

200,136,000 

191,289,000  o/ 

193,678,000 

201,691,000 

198,592,000  £/ 

201,502,000 

204,875,000 

201,526,000  a/ 

201,526,000 

206,287,000 

205,097,000 
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Budget  Estimate  House  Senate 

to  Congress         Allowance        AUowance     Appropriation  a/ 

5238,830,000       5205,771,000      5217,688,000       5214,624,000  r/ 


262,900,000 


a/     Includes  all  enacted  supplemental. 

b/     ACTION  was  established  in  FY  1972.   Funding  for  the  domestic  volunteer 

programs  incorporated  into  ACTION  was  transferred  from  the  Office  of  Economic 
Opportunity,  the  Department  of  Health,  Education  and  Welfare,  the  Small 
Business  Administration,  and  the  Department  of  Housing  and  Urban  Development. 
These  transfers  amounted  to  578,744,000.   In  addition,  5392,000  was  directly 
appropriated  to  ACTION  for  the  civilian  pay  increase  effective  January  9, 
1972. 

c/    Only  Older  American  Volunteer  Programs,  totaling  583,317,000,  were  considered 
and  appropriated.  The  remaining  programs  were  not  acted  upon. 

d/     Continuing  resolution  and  supplemental  appropriation. 

e/     Final  continuing  resolution  level. 

f/     Reflects  the  terms  of  the  Continuing  Resolution  (P.L.  97-377)  effective 
through  September  30,  1983. 

g/     Deferred  by  the  House  because  reauthorization  law  had  not  been  enacted  by  the 
time  the  appropriations  bill  was  brought  up  for  consideration. 

h/     Passed  by  the  Senate;  removed  in  conference  because  reauthorization  law 
had  not  been  enacted. 

i/     Reflects  the  terms  of  the  Continuing  Resolution  (P.L.  98-151)  effective 
through  September  30,  1984. 

j/     Includes  52,000,000  for  the  Literacy  Corps  and  53,000,000  for  ACTION'S 
role  under  the  Drug-Free  America  Act. 

k/     Includes  the  effect  of  4.26  percent  reduction  resulting  from  Congres- 
sional-Executive Office  of  the  President  agreement;  also  includes  52,872,000 
for  the  Literacy  Corps  and  51,570,000  for  ACTION'S  role  under  the  Drug-Free 
America  Act.   Also  includes  the  effect  of  5182,000  staff  travel  reduction 
required  by  Section  512  of  P.L.  100-202. 

1/     Includes  the  1.2  percent  reduction  required  to  meet  budget  targets  of  FY 
1988-89  agreement  (P.L.  100-436,  Sec.  517);  also  includes  52,000,000  for 
ACTION'S  role  under  the  Urgent  Supplemental  Appropriations  Act  of  1989  (P.L. 
100-393). 
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m./     Consideration  of  ACTION'S  appropriation  request  was  deferred  in  the  House 
pending  passage  of  the  Domestic  Volunteer  Service  Act  Amendments  of  1989. 

a/     Includes  the  1.4  percent  reduction  required  to  meet  budget  targets  of 

Gramm-Rudman-Hollings  deficit  reduction  legislation  (P.L.  99-177);  also 
Includes  $1,500,000  for  ACTION'S  drug  abuse  prevention  program  provided  by  the 
Department  of  Transportation  and  Related  Agencies  Appropriation  Act  (P.L. 
101-164). 

2/     Includes  the  2.41  percent  reduction  required  to  meet  budget  targets  and  0.0013 
percent  reduction  required  for  mini-sequester  in  April,  1991.   Earmarks 
$31,015,000  for  VISTA  and  $2,245,000  for  drug  use  prevention  programs;  these 
amounts  were  reduced  to  $30,287,000  and  $2,191,000,  respectively,  after 
application  of  required  reductions. 

E/     Earmarks  $32,688,000  for  VISTA  and  $1,225,000  for  illicit  drug  use 
prevention  programs. 

q/     Earmarks  $35,822,000  for  VISTA  and  $1,225,000  for  illicit  drug  use 

prevention  programs.   Includes  the  effect  of  the  across-the-board  reduction  of 
0.8%  contained  in  the  final  Conference  Report  (Report  102-974). 

r./    Includes  the  effect  of  the  $86,000  reduction  in  program  support  required  by 
Section  513  of  the  appropriation. 
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DOMESTIC  VOLUNTEER  SERVICE  PROGRAMS  OPERATING  EXPENSES 
STAFFING  HISTORY  a/ 


Agency         Program  Inspector 

Fiscal  Year  Total       Administration  b/   General 

1983  529  529 

1984  490  490 

1985  494  494 

1986  483  483 

1987  460  460 

1988  426  426 

1989  429  429            

1990  435  435 

1991  413  403             10 

1992  422  410             12 

1993  414  402             12 

1994  366  354             12 

1995  380  380 

1996  (Request)  380  380  

a/   For  fiscal  years  1983  through  1994,  figures  represent  the  number  of  full- 
time  equivalent  (FTE)  workyears  reported  to  the  Office  of  Management  and 
Budget;  for  fiscal  years  1995  and  1996,  the  figures  represent  the 
authorized  Agency  FTE  ceiling. 

£)/   Prior  to  fiscal  year  1991  both  the  funding  and  the  FTE  for  the  Inspector 
General's  staff  were  included  in  the  allocation  for  Program 
Administration.   From  FY  1991  through  FY  1994,  in  accordance  with  the 
Inspector  General  Act  Amendments  of  1988,  provision  was  made  for  a 
separate  allocation  for  the  Office  of  the  Inspector  General.   With  the 
enactment  of  the  National  and  Community  Service  Trust  Act  of  1993  and  the 
creation  of  the  Corporation  for  National  and  Community  Service,  the  Office 
of  the  Inspector  General  will  become  an  independent,  statutory  entity  in 
accordance  with  the  Inspector  General  Act  of  1978,  as  amended,  with  a 
separate  appropriation. 
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DOMESTIC  VOLUNTEER  SERVICE  PROGRAMS  OPERATING  EXPENSES 

ACTION  ON  CONGRESSIONAL  RECOMMENDATIONS 

Subcommittee  on  Labor,  Health  and  Human  Services, 

Education,  and  Related  Agencies 

Senate  Report  103-318 

Senior  Demonstration  Program 

Recommendation 

The  Committee  urges  the  Corporation  to  operate  any  new  models,  developed  with 
demonstration  dollars  in  conjunction  with  existing  RSVP,  foster  grandparent,  and 
senior  companion  projects. 

Action  Taken 

The  Corporation  for  National  and  Community  Service  intends  to  award  four  new 
demonstration  grants  in  FY  1995.   The  grants  will  support  projects  which  build  on 
the  success  of  the  Foster  Grandparent  Program  in  mobilizing  seniors  to  improve 
the  quality  of  life  for  children  by  volunteering  through  school  systems  and  youth 
service  organizations. 


Related  Congressional  Reports 

HUD-VA  Conference  Report  103-715 
HUD-VA  House  Report  103-00 


Recommendation 

The  HUD-VA  conference  report  limits  the  amount  of  education  awards  available  to 
VISTA  participants  from  the  national  service  trust  fund  to  $14, 175,000. 

Action  Taken 

The  Corporation  for  National  and  Community  Sevice  estimates  that  approximately 
3,000  VISTA  Volunteers  will  begin  service  in  fiscal  year  1995  that  leads  to 
eligibility  for  educational  awards.   If  all  volunteers  complete  the  service 
requirement,  the  total  postservi.ee  benefit  cost  would  be  $14,175,000. 

Recommendation 

The  Committee  continues  to  be  concerned  that  the  Corporation  is  not  taking 
advantage  of  the  opportunity  to  increase  minority  employment  in  the  Corporation's 
headquarters.   The  Committee  recognizes  the  problems  that  many  federal  agencies 
face  that  have  been  in  existence  for  a  long  period  of  time.   The  process 
associated  with  changing  the  culture  is  usually  a  very  slow  one.   However,  the 
Corporation  is  in  a  unique  position  to  build  the  agency  in  its  infancy  stage,  and 
management  is  urged  to  take  advantage  of  the  opportunity  to  make  staffing 
decisions  which  will  reflect  its  desire  to  have  the  Corporation  look  more  like 
America. 

The  Committee  is  encouraged  by  the  Corporation's  positive  statements  with  regard 
to  its  plans  to  improve  the  participation  of  minorities  in  its  programs. 
However,  it  is  the  ultimate  implementation  of  the  plans  that  is  important.   The 
participation  of  Hispanics  in  the  demonstration  program  was  disproportionately 
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low.   The  Corporation  is  urged  to  take  positive  steps  necessary  to  address  this 
problem. 

Action  Taken 

The  Corporation  developed  detailed  information  concerning  its  employment  and 
provided  it  in  a  separate  report  to  the  Chairman  of  the  House  Appropriations 
Subcommittee  for  HUD/VA  and  Independent  Agencies  last  year.   The  Corporation  is 
committed  to  implementing  plans  that  will  achieve  diversity  in  both  its  workforce 
and  among  program  participants. 


91-215     1139 
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OPERATING  EXPENSES,  DOMESTIC  PROGRAMS 

service  YEARS  funpep  »/ 


FY  1994 
Actual 


Stjpended  programs: 

Volunteers  in  Service  to 
Literacy  Corps 
Foster  Grandparent  Program 
Senior  Companion  Program 
Senior  Demonstration  Progr 

Total 


3,149 

3,500 

4,075 

425 

400 

459 

18,240 

18,400 

19,800 

7,908 

8,031 

10,512 



60 

120 

TOTAL  MEMBERS   b/ 


Stlpended  Programs: 

Volunteers  in  Service  to  America  c/ 

Literacy  Corps 

Foster  Grandparent  Program 

Senior  Companion  Program 

Senior  Demonstration  Program 

Nonstioended  Volunteer  Programs: 

Service  Learning  Programs 

Retired  and  Senior  Volunteer  Prograa 

Special  Volunteer  Programs 

Senior  Demonstration  Program 

Total 


4,245 

4,741 

5,520 

576 

542 

622 

23,527 

23,710 

25,312 

13,230 

13,383 

16,475 



60 

120 

a/  These  figures  represent  Federally- funded  service  years  only. 

to/     These  figures  represent  the  total  number  of  both  Federally-  and  non-Federally- 
funded  members  participating  in  the  program  during  the  fiscal  year. 

SJ     FY  1994  figures  for  VISTA  represent  Federally-funded  members  only. 


Budget  Activity  1 
VOLUNTEERS  IN  SERVICE  TO  AMERICA 


A.   (1)   Volunteers  in  Service 
to  America 

(VISTA)  $37,882,000   $42,676,000    $53,800,000  +$11,124,000 

4/ 
(2)   Literacy  Corps         4.929.000     5.024.000      6.200.000  +   1.176.000 

Total  appropriation  $42,811,000   $47,700,000    $60,000,000  +$12,300,000 

California  earthquake 

relief   b/  366.000      620.000  zzz.  620.000 

Total  funds  available        $43,177,000   $48,320,000    $60,000,000  +$11,680,000 

a/   Includes  the  effect  of  a  reallocation  of  $80,000  from  Literacy  Corps  to 
Program  Administration  for  program  evaluation. 

b/   Funds  provided  by  the  Emergency  Supplemental  Appropriation  Act  of  1994. 

Ceneral  Statement 

AmeriCorps*VISTA  (Volunteers  in  Service  to  America)  and  AmeriCorps* VISTA  Literacy 
Corps  are  authorized  by  Part  A  Title  I  of  the  Domestic  Volunteer  Service  Act  of 
1973,  as  amended,  which  extends  through  September  30,  1996.   The  mission  of 
AmeriCorps*VISTA  is  to  supplement  efforts  to  alleviate  poverty  in  the  United 
States  by  enabling  people  from  all  walks  of  life  to  perform  meaningful  and 
constructive  volunteer  service.   Since  the  program's  inception  30  years  ago,  over 
100,000  VISTA  members  have  served  on  nearly  13,000  projects  aiding  in  the 
solution  of  problems  confronting  low-income  communities.   AmeriCorps*VISTA 
members  mobilize  human,  financial,  and  material  resources,  and  strengthen  the 
capacity  of  organizations  to  address  poverty  problems. 

The  purpose  of  the  AmeriCorps*VISTA  Literacy  Corps  is  to  develop,  strengthen, 
supplement,  and  expand  the  efforts  of  public  and  private  nonprofit  organizations 
at  the  local,  state,  and  Federal  levels  to  overcome  the  problems  of  illiteracy. 

Non-Federal  Funding:   AmeriCorps *VISTA  activities  have  been  significantly 
expanded  by  the  contributions  of  other  public  or  private  sector  funds  to  support 
AmeriCorps*VISTA  members  at  existing  and  new  projects.   In  fiscal  year  1995,  a 
total  of  $2,700,000  has  been  committed  to  support  400  AmeriCorps* VISTA  members 
assigned  to  more  than  30  projects  around  the  country.   It  is  anticipated  that 
these  contributions  will  increase  in  fiscal  year  1996. 
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Budget  Activity  1A(1) 
VOLUNTEERS  IN  SERVICE  TO  AMERICA  (VISTA) 


FY  1996 
Estimate 


program  Data,: 

Total  service  years 

Federally-funded 
Non-Federally-funded  a/ 

Training  entries  b/ 

Budget  authority; 

Grant-supported 


members 

$ 

642,000 

$ 



s 



J 

— 

Member  support 

32 

,147,000 

37 

,711,000 

47 

,881,000 

+ 

10 

,170,000 

Project  support 

1 

,724,000 

1 

,400,000 

1 

,866,000 

+ 

466,000 

Training  and  technical 

assistance 

2 

,514,000 

2 

,925,000 

3 

,246,000 

+ 

321,000 

Recruitment 

429,000 

640,000 

807,000 

+ 

167,000 

Lapsed  funds 

426,000 







Total  appropriation 


California  earthquake 
relief  d/ 


$38,882,000    $42,676,000     $53,800,000   +$11,124,000 


620,000 


Total  funds  available    $39,248,000    $43,296,000     $53,800,000   +$10,504,000 


AmeriCorps*VISTA  service  years  produced  during  the  fiscal  year  by 

supported  by  funds  from  Federal  departments,  state  and  local  governments,  and 

public  or  private  nonprofit  organizations.   The  estimate  for  FY  1995  is  based 

on  memorandums  of  understanding  currently  on  file  which  have  performance 

periods  extending  into  FY  1995.   The  funding  cycles  on  the  memorandums  vary 

widely,  coinciding  with  the  starting  date  of  the  projects;  it  is  therefore 

difficult  to  develop  a  precise  estimate  this  far  in  advance. 

Federally-funded  only. 

To  comply  with  Title  V,  Section  501(e)  of  the  Domestic  Volunteer  Service  Act 

of  1973,  as  amended,  funds  appropriated  in  FY  1994  for  University  Year  for 

VISTA  and  Special  Volunteer  Programs  were  reallocated  to  the  AmeriCorps*VISTA 

program. 

Funds  provided  by  the  Emergency  Supplemental  Appropriation  Act  of  1994. 


General  Statement 


VISTA  is  part  of  AmeriCorps,  the  new  national  service  initiative.   This  program 
is  designed  to  meet  the  unmet  human,  educational,  environmental,  and  public 
safety  needs  in  communities  across  the  country;  to  expand  educational  opportunity 
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for  those  individuals  willing  to  give  a  year  of  service;  and  to  renew  or  instill 
an  ethic  of  civic  responsibility  and  a  spirit  of  community  throughout  the 
country.   Other  parts  of  AmeriCorps  within  the  Corporation  include  the  National 
Civilian  Community  Corps  and  the  AmeriCorps* USA  program  funded  under  the 
authority  of  the  National  and  Community  Service  Act.   As  part  of  AmeriCorps, 
VISTA  provides  opportunities  both  for  individuals  and  communities  needing 
assistance  that  may  not  be  available  under  other  programs.   AmeriCorps*VISTA 
members  focus  on  capacity-building  activities  targeted  at  the  needs  of  low-income 
communities  and  grassroots  organizations. 

AmeriCorps*VISTA  members  serve  full  time  for  one  year,  without  regard  to  regular 
working  hours,  living  at  the  same  subsistence  level  as  the  low-income  people  they 
are  serving.   They  are  assigned  to  a  variety  of  public  and  private  nonprofit 
organizations  throughout  the  nation.   These  organizations  serve  as 
AmeriCorps*VlSTA  project  sponsors,  directing  the  members'  activities  and 
including  the  local  community  in  the  planning  and  operation  of  projects. 


In  order  to  permit  them  to  devote  full  time  to  service,  AmeriCorps *VISTA 
receive  a  modest  subsistence  allowance,  health  benefits  and,  at  the  close  of 
their  term  of  service,  a  lump-sum  stipend  which  accrues  for  each  month  of  service 
or  the  educational  award  provided  by  the  National  Service  Trust. 

AmeriCorps*VISTA  members  may  also  receive  child  care  benefits  while  participating 
in  the  program. 

AmeriCorps*VISTA's  primary  objective  —  helping  low-income  individuals  achieve 
self-sufficiency  —  remains  the  cornerstone  of  the  program.   AmeriCorps*VISTA 
creates  working  relationships  among  the  sponsor,  the  community,  and  the  private 
sector  in  order  to  enhance  the  long-term  impact  of  AmeriCorps*VISTA  projects. 
AmeriCorps* VISTA  members  assist  low-income  people  in  establishing  methods  for 
meeting  their  most  basic  human  needs  —  methods  which  can  be  replicated  by  others 
confronted  with  similar  problems. 

All  members  are  recruited  for  the  skills,  experience,  and  commitment  they  bring 
to  the  project.   Members  come  from  all  walks  of  life,  all  geographical  areas,  all 
economic  levels,  and  all  age  groups.   Approximately  15  percent  of  all  members  are 
55  years  of  age  or  older,  and  more  than  one-third  are  between  the  ages  of  18  and 
27.   More  than  35  percent  of  AmeriCorps*VISTA  members  are  recent  college 
graduates. 

Planned  Accomplishments  for  FY  1995;   In  FY  1995,  AmeriCorps*VlSTA  will  mark 
three  decades  of  service  in  which  more  than  100,000  individuals  have  served  on 
nearly  13,000  projects  in  every  state  since  the  program  began. 

AmeriCorps*VISTA  will  produce  approximately  3,500  service  years  on  approximately 
750  projects,  focusing  on  those  issue  areas  highlighted  in  the  program's 
authorizing  legislation.   These  efforts  will  include  addressing  the  problems  of 
the  homeless,  the  jobless,  the  hungry,  illiterate  youth  and  adults,  and  the 
medically  underserved.   The  AmeriCorps*VISTA  Leaders  contingent  will  grow  to 
approximately  80  as  sponsors  recognize  their  value  in  providing  coordination  and 
technical  support  for  larger  projects.   Small  contracts  to  professional  student 
groups  in  fields  such  as  architecture,  health,  law,  and  business  will  promote  the 
recruitment  of  AmeriCorps*VISTA  members  with  specialized  skills  needed  on  a 
variety  of  projects.   AmeriCorps*VISTA  will  expand  the  utilization  of  VISTA*Net, 
an  interactive  communications  network  linking  members,  project  sponsors,  and 
college  placement  offices  around  the  country.   VISTA*Net's  potential  for 
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recruitment  and  exchange  of  program  resources  and  technical  assistance 
information  will  be  invaluable  to  the  program. 

FY  1995  will  see  the  continuation  of  long-term  disaster  recovery  efforts  in 
earthquake-impacted  areas  of  southern  California,  as  well  as  in  areas  of  the 
Midwest  affected  by  floods  (Iowa,  Illinois,  Kansas,  and  Missouri).   New  long-term 
flood  recovery  efforts  in  southwest  Georgia  and  California  will  also  get 
underway.   Cost-share  partnerships  with  both  public  and  private  nonprofit 
organizations  will  continue  to  grow  in  FY  1995  with  over  $6,000,000  expected  to 
support  approximately  600  AmeriCorps* VISTA  members,  including  several  hundred 
assigned  to  the  Texas  Department  of  Health. 

AmeriCorps*VISTA  members  will  receive  an  average  4  percent  increase  in  their 
subsistence  allowance  based  on  local  costs  of  living,  along  with  a  $5  increase  n 
their  monthly  stipend  accrual.   A  monthly  child  care  allowance  of  up  to  $300  will 
be  paid  to  child  care  providers  to  enable  potential  members  with  young  children 
to  participate  in  the  program.   A  new  early  service  training  model  will  be  tested 
which  will  bring  AmeriCorps*VISTA  members  together  by  skill  area  within  30  to  45 
days  of  their  assignment. 

Objectives  for  FY  1996:   Program  growth  in  AmeriCorps*VISTA  is  an  important  part 
of  the  Corporation's  overall  expansion  of  service  activities  and  opportunities  in 
the  FY  1996  budget.   During  fiscal  year  1996,  AmeriCorps*VISTA  will  produce  4,075 
service  years  on  approximately  865  projects  focusing  again  on  the  programmatic 
areas  highlighted  in  the  current  authorizing  legislation.   The  increment  in 
service  years  will  be  used  to  expand  AmeriCorps* VISTA' s  efforts  in  a  broad  range 
of  community  development  activities,  including  neighborhood  revitalization, 
microenterpriee  development,  community  design  centers,  community  development 
credit  unions,  creation  of  opportunities  for  job  development  and  job  placement, 
and  other  activities  designed  to  generate  income  and  investment  in  low-income 
communities.   Many  of  these  programming  activities  will  occur  in  partnership  with 
organizations  which  have  specialized  training  and  management  capacity.   The 
subsistence  allowance  will  increase  by  an  average  of  5  percent  to  remain  at  105 
percent  of  the  anticipated  poverty  index  for  a  single  individual  and  an  increase 
of  8  percent  in  the  cost  of  AmeriCorps *VISTA  health  coverage  is  projected  due  to 
estimated  inflation  of  health  care  costs.   AmeriCorps* VISTA  recruitment  and 
public  awareness  efforts  will  focus  again  on  campus  recruitment  as  well  as  on 
targeted  recruitment  of  those  with  special  skills,  including  retired 
professionals . 

Budget  Justification 

The  total  AmeriCorps*VISTA  budget  request  for  FY  1996  is  $53,800,000,  which  is  an 
increase  of  $10,504,000  above  the  FY  1995  level. 

Grant-supported  members  5 

There  are  no  plans  for  grant-supported  members  in  FY  1996. 

Member  support  $47,881,000 

The  FY  1996  request  for  member  support  is  an  increase  of  $10,170,000  and  will 
provide  AmeriCorps*VISTA  members  with  an  average  5  percent  increase  in  the 
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monthly  subsistence  allowance  to  maintain  the  nationwide  average  subsistence  rate 
at  105  percent  of  the  expected  poverty  index  for  a  single  individual.   The 
funding  request  will  also  support  a  Btipend  accrued  at  $100  per  month  for  payment 
at  the  end  of  service  for  those  volunteers  who  do  not  choose  the  educational 
award,  and  an  anticipated  increase  in  the  cost  of  AmeriCorps*VISTA  member  health 
benefits  of  8  percent,  and  child  care  for  those  who  are  eligible  and  not 
receiving  publicly-supported  coverage.   AmeriCorps*VISTA  members  are  regarded  as 
Federal  employees  for  coverage  under  the  Federal  Tort  Claims  and  Federal 
Employees'  Compensation  Acts. 

Project  support  S  1.866.000 

The  FY  1996  request  for  project  support  is  an  increase  of  $466,000  and  will 
provide  limited  funding  for  supervision  and  job-related  transportation  for 
AmeriCorps*VISTA  members.   AmeriCorps*VISTA  provides  a  share  of  these  costs  for 
approximately  30  percent  of  local  sponsoring  organizations  which  could  not 
otherwise  afford  to  provide  such  support.   The  increase  in  funds  over  the  FY  1995 
level  will  enable  additional  project  sponsors,  particularly  those  which  are 
grassroots  organizations,  to  receive  support  needed  for  operation  of  the 
AmeriCorps*VISTA  projects,  and  will  raise  the  mileage  reimbursement  rate  for 
AmeriCorps*VISTA  members  from  25  to  30  cents  per  mile. 

Training  and  technical  assistance  $  3,246,000 

Funds  in  this  category  cover  member  support  during  training,  as  well  as 
facilities,  supplies,  materials,  and  travel  and  fees  for  training  consultants. 
All  trainees  will  receive  a  three-day  pre-service  orientation,  followed  by  more 
specific  skill  training  early  in  their  service.   The  increase  in  funds  of 
$321,000  over  the  FY  1995  level  will  support  this  additional  skill  training. 

Recruitment  $    807,000 

The  Corporation's  request  for  recruitment  will  provide  funds  for  efforts  directed 
toward  increasing  general  awareness  of  the  AmeriCorps*VISTA  program  and 
recruitment  geared  toward  college  campuses  and  targeted  campaigns  designed  to 
recruit  specially-skilled  volunteers  and  retired  professionals. 
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VISTA  LITERACY  CORPS 


FY  1994 
Actual 

FY  1995 
Estimate 

FY  1996 
Estimate 

Increase/ 
Decrease 

Proaram  Data: 

Service  years 

425 

400 

459 

+ 

59 

Training  entries 

296 

320 

350 

♦ 

30 

Budaet  Authority: 

Grant-supported 

members 
Member  support 
Project  support 
Training  and  technical 

assistance 
Recruitment 
Lapsed  funds 

Total  appropriation 

S 

4,268,600 
159,000 

275,300 

72,500 

153.600 

a/ 
$  4,929,000 

$ 

4,455,100 
160,000 

333,500 
75,400 

S 

5,544,300 
210,200 

352,500 
93,000 

$ 

+ 
+ 

+ 

1,089,200 
50,200 

19,000 
17,600 

$  5,024,000 

$  6,200,000 

+  $ 

1,176,000 

a/   FY  1994  includes  the  effect  of  a  reallocation  of  $80,000  from  Literacy  Corps 
to  Program  Administration  for  program  evaluation. 


General  Statement 


The  AmeriCorps* VISTA  Literacy  Corps  is  authorized  under  Title  I,  Part  A,  Section 
109  of  the  Domestic  Volunteer  Service  Act  of  1973,  as  amended,  which  extends 
through  September  30,  1996.   The  purpose  of  the  AmeriCorps*VISTA  Literacy  Corps 
is  to  develop,  strengthen,  supplement,  and  expand  the  efforts  of  public  and 
private  nonprofit  organizations  at  local,  state,  and  Federal  levels  to  overcome 
the  problems  of  illiteracy.   AmeriCorps*VISTA  members  play  an  integral  role  in 
mobilizing  private  sector  financial  and  material  support  and  local  volunteer 
resources  in  combating  illiteracy  throughout  the  country.   In  addition, 
AmeriCorps *VISTA  members  encourage  development  of  comprehensive  statewide 
approaches  for  addressing  the  problem  of  illiteracy. 

The  VISTA  Literacy  Corps  is  part  of  AmeriCorps,  the  new  national  service 
initiative.   This  program  is  designed  to  meet  the  unmet  human,  educational, 
environmental,  and  public  safety  needs  in  communities  across  the  country;  to 
expand  educational  opportunity  for  those  individuals  willing  to  give  a  year  of 
service;  and  to  renew  or  instill  an  ethic  of  civic  responsibility  and  a  spirit  of 
community  throughout  the  country.   Other  parts  of  AmeriCorps  within  the 
Corporation  include  the  National  Civilian  Community  Corps  and  the  AmeriCorps*USA 
program  funded  under  the  authority  of  the  National  and  Community  Service  Act.   As 
part  of  AmeriCorps,  the  VISTA  Literacy  Corps  provides  opportunities  both  for 
individuals  and  communities  needing  assistance  that  may  not  be  available  under 
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the  other  programs.   AmeriCorps*VISTA  members  focus  on  capacity-building 
activities  targeted  at  the  needs  of  low-income  communities  and  grassroots 
organizat  ions . 

In  order  to  permit  them  to  devote  full-time  to  service,  AmeriCorps*VISTA  Literacy 
Corps  members  receive  a  modest  subsistence  allowance,  health  benefits  and,  at 
the  close  of  their  term  of  service,  a  lump-sum  stipend  which  accrues  for  each 
month  of  service  or  an  educational  award  provided  by  the  National  Service  Trust. 
AmeriCorps*VISTA  Literacy  Corps  members  may  also  receive  child  care  benefits 
while  participating  in  the  program. 

Planned  Accomplishments  for  FY  1995;   During  fiscal  year  1995,  the 
AmeriCorps*VISTA  Literacy  Corps  will  produce  approximately  400  service  years  on 
nearly  85  projects  throughout  the  country.   Special  emphasis  will  be  placed  on 
assigning  AmeriCorps*VISTA  members  to  areas  with  the  highest  concentrations  of 
illiteracy.   Members  will  mobilize  private  sector  support  and  part-time 
volunteers  in  their  efforts  to  combat  illiteracy  in  areas  of  greatest  need.   The 
same  average  subsistence  increase  provided  in  the  regular  AmeriCorps*VISTA 
program  will  be  implemented  for  Literacy  Corps  members,  and  they  will  also  become 
eligible  for  receipt  of  the  $4,725  educational  award  from  the  National  Service 
Trust  upon  satisfactory  completion  of  a  term  of  service. 

Objectives  for  FY  1996;   During  fiscal  year  1996,  the  AmeriCorps*VISTA  Literacy 
Corps  will  produce  459  service  years  on  nearly  95  projects  to  support  literacy 
efforts  across  the  United  States.   Special  emphasis  will  be  placed  on  inter- 
generational  literacy  efforts,  on  workplace  literacy  projects  targeting  the 
marginally  employed,  and  developing  the  capacity  of  statewide  literacy 
coalitions.   The  same  increase  in  member  support  provided  in  the  regular 
AmeriCorps*VISTA  program  will  be  implemented  for  AmeriCorps*VISTA  Literacy  Corps 
members . 

Budget  Justification 

The  total  budget  request  for  VISTA  Literacy  Corps  is  $6,200,000,  an  increase  of 
$1,176,000  above  the  FY  1995  level. 

Grant-supported  members  £ 

No  grant-supported  volunteers  are  planned  for  FY  1996. 

support  S5. 544. 300 


The  FY  1996  request  for  volunteer  support  is  an  increase  of  $1,089,200  which  will 
provide  AmeriCorps*VISTA  members  with  an  average  5  percent  increase  in  the 
monthly  subsistence  allowance  to  maintain  the  nationwide  average  subsistence  rate 
at  105  percent  of  the  expected  poverty  index  of  a  single  individual.   The  funding 
request  will  also  support  an  increase  in  stipend  accrual  to  $100  per  month  for 
payment  at  the  end  of  service  for  those  members  who  do  not  choose  the  educational 
award,  an  anticipated  increase  in  the  cost  of  AmeriCorps*VISTA  member  health 
benefits  of  8  percent,  and  child  care  for  those  who  are  eligible  and  also  not 
receiving  public  supported  coverage.   AmeriCorps*VISTA  members  are  regarded  as 
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Federal  employees  for  coverage  under  the  Federal  Tort  Claims  and  Federal 
Employees'  Compensation  Acts. 

Project  Support  S   210.200 

The  FY  1996  request  for  project  support  is  an  increase  of  $50,200  which  will 
provide  limited  funding  for  supervision  and  job-related  transportation  for 
AmeriCorps* VISTA  members.   AmeriCorps* VISTA  provides  a  share  of  these  costs  for 
approximately  30  percent  of  local  sponsoring  organizations  which  could  not 
otherwise  afford  to  provide  such  support.   The  increase  in  funds  over  the  FY  1995 
level  will  enable  additional  project  sponsors,  particularly  those  which  are 
grassroots  organizations,  to  receive  support  needed  for  operation  of  the 
AmeriCorps*VISTA  projects,  and  will  raise  the  mileage  reimbursement  rate  for 
members  from  25  to  30  cents  per  mile. 

Training  and  Technical  Assistance  S 352,500 

Funds  in  this  category  cover  member  support  during  training,  facilities, 
supplies,  materials,  and  travel  and  fees  for  training  consultants.   All  trainees 
will  receive  a  three-day  pre-service  orientation,  followed  by  more  specific  skill 
training  early  in  their  service.   The  increase  in  funds  of  $19,000  over  the  FY 
1995  level  will  support  this  additional  skill  training. 

Recruitment  S    93.000 

Funds  requested  for  recruitment  will  support  efforts  directed  toward  increasing 
general  awareness  of  the  AmeriCorps*VISTA  Literacy  Corps  program  with  specific 
recruitment  activities  geared  toward  college  campuses  and  targeted  recruitment 
campaigns  designed  to  recruit  specially  skilled  volunteers  and  retired 
professionals. 


Budget  Activity  3 
NATIONAL  SENIOR  SERVICE  CORPS 


FY  1994 
Enacted 


FY  1995 
Estimate 


FY  1996 
Estimate 


Increase/ 
Decrease 


A.   Retired  and  Senior 
Volunteer  Program 


B.   Foster  Grandparent 
Program 


C.   Senior  Companion 
Program 


D.   Senior  Demonstration 
Program 


S  34,436,000  S  35,708,000  $  44,500,000  +  $  8,792,000 
66,117,000  67,812,000  78,810,000  +  10,998,000 
29,773,000    31,244,000     43,090,000  +  11,846,000 


1.000.000 


2,000,000  +   1.000.000 
Current  budget  authority     $130,326,000  $135,764,000   $168,400,000  +$32,636,000 


California  earthquake 
relief  a/ 


Total  budget  authority 


169,000 


200,000 


$130,495,000  $135,964,000   $168,400,000  +$32,436,000 


a/   Funds  provided  by  the  Emergency  Supplemental  Appropriation  Act  of  1994. 


General  Statement 


The  National  Senior  Service  Corps  (NSSC)  administered  by  the  Corporation  is 
authorized  under  Title  II  of  the  Domestic  Volunteer  Service  Act  of  1973,  as 
amended,  which  extends  through  September  30,  1996.   NSSC,  also  known  as  the 
Senior  Corps,  serves  a  dual  purpose  by  uniting  the  time  and  energy  of  mature, 
experienced,  and  skilled  people  with  unmet  community  and  individual  needs. 
Special  emphasis  is  placed  on  serving  the  ill,  the  frail,  the  isolated  elderly, 
and  young  people  who  are  emotionally,  mentally,  or  physically  disabled.   In  FY 
1996,  over  526,700  volunteers  aged  55  and  over  will  serve  in  the  National  Senior 
Service  Corps  in  projects  supported  by  both  Federal  and  non-Federal  funds. 

Volunteer  Activities:   NSSC  projects  are  locally  sponsored  and  administered. 
Basic  program  decisions  are  made  at  the  community  or  neighborhood  level.   Within 
the  broad  framework  of  the  legislation,  volunteer  activities  grow  out  of 
agreements  among  the  volunteer,  project  staff,  and  the  community  as  represented 
by  volunteer  stations  and  advisory  councils.   As  a  result,  specific  project 
activities  reflect  a  variety  of  service  needs  and  volunteer  skills  unique  to  each 
community. 

By  the  end  of  FY  1996,  Retired  and  Senior  Volunteers  will  be  contributing  over 
87  million  hours  of  service  per  year.   Activities  include  intergenerational 
services,  literacy  enhancement,  in-home  care,  and  substance  abuse  prevention. 
Other  volunteers  support  community  policing  efforts,  assist  in  shelter  and  food 
projects  for  the  homeless,  serve  the  disabled,  and  consult  with  nonprofit  service 
organizations  to  improve  their  management  and  operational  practices. 
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Foster  Grandparents  are  income  eligible  older  persons  aged  60  and  over  who 
volunteer  20  hours  per  week  to  provide  one-on-one  assistance  to  children  with 
special  or  exceptional  needs.   Recruited  from  their  own  communities,  their 
services  are  designed  to  meet  some  of  the  physical,  mental,  social,  and  emotional 
needs  of  children  such  as:   children  born  with  AIDS  or  addictions,  teen  mothers, 
the  learning  disabled,  and  incarcerated  youth.   Foster  Grandparents  serve  their 
assigned  children  in  public  and  private  nonprofit  agencies  and  proprietary  health 
care  facilities. 

Senior  Companions,  who  are  also  income  eligible  seniors  aged  60  and  over  and  who 
also  serve  20  hours  per  week,  seek  to  prevent  or  delay  the  institutionalization 
of  the  chronically  impaired  elderly,  shorten  the  stay  of  those  elderly  persons 
temporarily  institutionalized,  and  deinstitutionalize  persons  who  are  able  to 
live  at  home  when  some  services  are  provided.   They  perform  a  critical  role  in 
providing  long-term  care  by  assisting  adults  with  mental,  emotional,  and  physical 
impairments  to  achieve  and  maintain  their  fullest  potential,  to  be  healthy,  and 
to  manage  their  lives  independently. 

Sponsorship:   Project  grants  are  awarded  to  private,  nonprofit  organizations  and 
public  agencies  which  recruit,  place,  and  support  volunteers.   Volunteer  services 
are  provided  through  public  and  private  nonprofit  agencies  and  proprietary  health 
care  organizations.   The  Corporation  provides  technical  assistance  to  sponsors 
and  training  for  project  staff.   Funding  is  shared  between  the  sponsor  and  the 
Corporation. 

Program  Objectives:   The  Corporation  is  committed  to  the  principle  that  the 
satisfaction  of  each  volunteer  is  a  direct  result  of  his  or  her  activities  and 
contributions  which  help  organizations  to  function  better,  improve  the  lives  of 
others,  and  enrich  their  own.   In  addition,  the  Senior  Corps  encourages: 

—  recognition  of  older  persons'  abilities  to  find  solutions  to  individual 
and  community  needs; 

—  development  of  program  activities  which  promote  the  mobilization  of  local 
resources  to  meet  local  needs; 

—  volunteer  assignments  which  increase  intergenerational  contacts; 

—  increased  state  and/or  local  funding  of  Senior  Corps  and  similar  programs; 
and 

—  increased  opportunities  for  older  persons  with  disabilities  to  volunteer. 

In  furtherance  of  these  objectives,  selected  Senior  Corps  activities  in  1994 
included: 

—  Participation  in  the  White  House  Independent  Living  Forum  by  13  Senior  Corps 
volunteers  who  collectively  have  contributed  over  70  years  of  service  to 
individuals  and  communities  across  the  nation. 

—  Participation  in  the  Corporation's  Summer  of  Safety  (SOS)  initiative.   More 
than  2,400  Senior  Summer  Corps  (SSC)  volunteers  in  20  SSC  projects  tested 
varying  program  models  to  reduce  violence,  drug  abuse,  vandalism,  fraud  and 
the  fear  associated  with  crime.   The  Senior  Corps  volunteers  represented 
almost  32  percent  of  the  Corporation's  volunteers  and  participants  in  SOS. 
The  SSC  was  the  first  use  of  the  new  Senior  Corps  demonstration  authority. 
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—  Co-sponsorehip  with  the  University  of  Maryland  of  4  National  Institutes  for 
Leadership  in  Senior  Voluntarism.   The  Corporation  supported  80 
participants,  including  project  directors  of  FGP,  SCP  and  RSVP,  Corporation 
staff,  State  Commissions,  and  Senior  Corps  sponsors.   The  training  was 
designed  to  develop  a  core  set  of  leadership  skills  for  current  and  potential 
leaders  in  aging  and  voluntarism. 

—  Convening  of  the  Leadership  Roundtable  to  discuss  issues  and  areas 

for  collaboration  and  partnership  around  senior  service.   Participating 
organizations  included  the  University  of  Maryland,  Johns  Hopkins  University, 
AARP,  NCOA,  Generations  United,  The  Retirement  Research  Foundation, 
Public/Private  Ventures,  Save  Our  Security,  the  Administration  on  Aging,  the 
Points  of  Light  Foundation,  Senior  Corps  project  leadership  and  volunteers, 
AmeriCorps  staff  and  members,  and  other  aging  and  service  leaders. 

Program  Assistance;   The  Senior  Corps  strategy  is  to  enhance  local  program 
initiatives  by  providing  program  assistance  to  project  sponsors,  directors,  and 
staff.   Program  assistance  is  provided  by  making  periodic  site  visits  to 
projects;  preparing  "how  to"  program  assistance  papers  in  a  variety  of  subject 
areas  including  drug  abuse  prevention,  literacy  enhancement,  and  specialized 
training  for  volunteers  with  disabilities  in  order  to  encourage  the  development 
of  alternative  service  opportunities;  conducting  training  sessions  in  the  field; 
disseminating  program  regulations,  policies,  handbooks,  procedures,  and  forms; 
and  awarding  small  grants  to  projects  which  seek  to  test  or  demonstrate  new 
concepts  of  volunteer  service. 

Non-Federal  Funding:   Senior  Corps  activities  have  been  greatly  expanded  by  the 
contribution  of  state  and  private  sector  funds  to  create  new  projects  or  to 
supplement  existing  projects.   In  fiscal  year  1994,  total  non-Federal  funding 
sources  contributed  $85.2  million  to  local  projects;  this  represents  an 
increase  almost  2  percent  over  fiscal  year  1993  contributions.   The  sources  of 
these  funds  are  state  governments,  city  and  county  governments,  and 
private-sector  resources. 

Non-Corporation  funded  Senior  Corps  projects  that  wish  to  use  the  Federal  program 
name,  to  receive  technical  assistance  from  the  Corporation,  or  to  take  advantage 
of  NSSC  legislation  regarding  the  treatment  of  stipends  in  relation  to  income 
must  sign  a  Memorandum  of  Agreement  with  the  Corporation.   Staff  of  non- 
Federal  ly-  funded  projects  may  participate  in  Corporation  training  activities, 
receive  program  assistance  and  public  awareness  materials,  and  utilize  the 
technical  expertise  of  Corporation  staff. 

Special  Recruiting:   NSSC  has  made  a  special  effort  to  encourage  members  of 
minority  groups  and  disabled  persons  to  participate  in  volunteer  activities  in 
all  three  programs.   Over  17  percent  of  the  Retired  and  Senior  Volunteers,  52 
percent  of  the  Foster  Grandparents,  and  48  percent  of  the  Senior  Companions  are 
minorities.   Over  12  percent  of  NSSC  volunteers  are  individuals  with 
disabilities. 

Communications:   In  order  to  promote  expanded  participation  of  older  persons  and 
greater  awareness  of  their  contributions,  the  Corporation  conducts  marketing  and 
media  activities,  provides  promotional  and  recruitment  materials,  and  provides 
advice  and  assistance  to  local  projects.   Exhibits  and  displays  are  available  for 
local  project  use;  posters,  brochures,  flyers,  logos,  and  other  materials  are 
widely  distributed.   National  Volunteer  Week  and  program  anniversaries  are 
observed  with  special  materials,  media  releases,  and  other  activities. 
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Budget  Activity  3A 
RETIRED  AND  SENIOR  VOLUNTEER  PROGRAM 


FY  1994      FY  1995        FY  1996      Increase/ 
Actual      Estimate      Estimate    Decrease 


Program  Data: 

Federally-funded  volunteers 

Total  volunteers  a/ 

Number  of  grants  funded 

New 
Continuing 

Budget  Authority: 

New  grants 
Continuing  grants 
Training  and  technical 

assistance 
Communications 
Lapsed  funds 

Total  appropriation 

California  earthquake 
relief  b/ 

Total  funds  available 


1 

445,500 

447 

,600 

481 

,400 

+ 

33, 

800 

449,700 

451 

,800 

485 

,600 

♦ 

33, 

800 

744 

744 

787 

+ 

43 





43 

+ 

43 

744 

744 

744 

__. 

$ 

S 

$    1, 

,932 

,000 

+$1, 

932 

,000 

33 

,883,000 

35 

,138 

,000 

40, 

,668 

,000 

+  5, 

530, 

,000 

320,000 

220 

,000 

1, 

,550 

,000 

+  1, 

.330 

,000 

200,000 

350 

,000 

350 

,000 



33,000 
,436,000 







$34 

$35 

,758 

,000 

$44 

,500 

,000 

+  $8, 

,742 

,000 

94,000 
,530,000 

$35 

50 
,808 

,000 
,000 

___ 

+  $8, 

50 
,692 

,000 

S34 

$44 

,500 

,000 

,000 

a/  Includes  non-Federally-funded  volunteers. 

b/  Funds  for  earthquake  relief  provided  by  the  Emergency  Supplemental 
Appropriation  Act  of  1994. 

General  Statement 

The  Retired  and  Senior  Volunteer  Program  (RSVP)  was  established  in  1971  to 
provide  persons  aged  60  and  over  with  opportunities  for  volunteer  service  in 
their  own  communities;  the  Domestic  Volunteer  Service  Act  Amendments  of  1993 
lowered  the  age  for  participation  to  55.   By  the  end  of  FY  1996,  almost  486,000 
persons  over  age  55  will  be  participating  in  the  program,  making  significant 
contributions  in  local  efforts  to  address  community  needs.   The  distinguishing 
feature  of  RSVP  is  its  flexibility  in  responding  to  community  needs  and  designing 
volunteer  opportunities  which  utilize  the  unique  talents  of  older  individuals 
willing  to  share  their  experiences,  abilities,  and  skills. 

During  fiscal  year  1994,  in  recognition  of  the  value  of  the  services  provided  by 
RSVP  volunteers  and  the  resource  represented  by  older  persons,  non-Federal  funds 
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totalled  over  $36.7  million.   Fifteen  projects  operated  with  no  Federal  funding. 
Approximately  4,200  volunteers  were  supported  entirely  by  non-Federal  funds. 

In  1994,  over  445,500  Federally-funded  volunteers  in  744  Federally-funded 
projects  provided  over  80  million  hours  of  service;  an  additional  4,200  non- 
Federal  ly-funded  volunteers  provided  827,000  hours  of  service  to  their 
communities.   Volunteers  were  placed  in  approximately  60,000  local  organizations. 

Examples  of  programming  initiatives  in  FY  1994  include:   A  total  of  19  Federally- 
and  non-Federally-funded  projects  received  Programs  of  National  Significance 
grants  in  15  specific  program  areas.   A  total  of  545  additional  volunteers  will 
serve  in  these  areas,  including  public  safety,  environmental  needs,  assistance  to 
persons  with  chronic  illnesses,  teen  parents,  and  persons  with  developmental 
disabilities. 

In  FY  1995,  $424,000  will  be  used  to  expand  an  estimated  70  projects  with  2,100 
additional  volunteers  in  Programs  of  National  Significance.   Approximately 
$800,000  will  be  available  to  existing  projects  for  administrative  cost  increases 
to  partially  offset  the  effects  of  inflation.   Increased  funding  for 
communications  will  support  preparations  for  the  25th  anniversary  of  RSVP  in 
1996. 

In  FY  1996,  RSVP  will  enter  its  26th  year  preparing  to  assume  an  expanded  role  in 
national  service.   Experts  estimate  that  the  older  population  will  double  by  the 
year  2030.   As  such,  the  older  population  serves  as  an  increasing  natural 
resource.   Retired  and  Senior  Volunteers  will  meet  the  challenges  and 
opportunities  presented  by  their  communities. 

Today,  these  volunteers  contribute  over  80  million  hours  of  service  in  over 
60,000  local  organizations  including  police  departments.  Head  Start  centers, 
public  health  clinics  and  ground  water  protection  agencies.   At  the  Independent 
Sector's  $11.58  per  hour  valuation  of  volunteer  service,  the  net  benefits  from 
Federal  funding  total  more  than  $925,000,000.   More  importantly,  neighborhood 
watch  groups  are  being  established;  young  children  are  being  immunized;  teen 
parents  are  learning  parenting  skills;  caregivers  of  Alzheimers'  victims  are 
provided  some  respite;  and  the  list  goes  on.   Of  equal  importance,  the  local 
infrastructure  or  support  base  required  for  managing  volunteers  and  service 
projects  is  being  built  in  a  way  which  enhances  the  community's  ability  to 
utilize  volunteers  effectively  and  which  encourages  continual  growth  and 
contributions  of  senior  Americans. 

However,  many  community  needs  are  still  unmet  and  many  older  persons  are  not 
engaged  in  service.   A  recent  Administration  on  Aging  survey  indicates  that  14 
million  older  Americans  might  be  willing  to  serve  if  asked  and  4  million  current 
volunteers  are  willing  to  serve  additional  time. 

The  Corporation's  request  begins  to  position  RSVP  for  an  enhanced  leadership  role 
in  providing  service  by  seniors  to  address  complex  needs  in  communities  across 
the  nation.   Programs  of  National  Significance  will  provide  growth  opportunities. 
Limited  new  projects  and  expansion  of  existing  projects  to  unserved  or 
underserved  areas  will  enable  new  communities  to  tap  the  experiences  and  talents 
of  older  volunteers. 

Planned  Accomplishments  in  FY  1995:   A  total  of  447,600  Federally-funded 
volunteers  will  provide  80,425,000  hours  of  service  to  60,300  local 
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organizations.   A  total  of  $424,000  will  be  awarded  to  approximately  70  local 
projects  to  support  an  additional  2,100  volunteers  serving  in  Programs  of 
National  Significance.   Existing  projects  will  also  be  eligible  to  receive 
additional  funding  for  administrative  costs  increases. 

Objectives  for  FY  1996:   Approximately  485,600  volunteers  will  serve  in  over  800 
Federally-  and  non-Federally-funded  projects.   Almost  65,000  local  organizations 
will  be  served.   Over  600  local  projects  will  receive  Programs  of  National 
Significance  grants  supporting  over  18,000  additional  volunteers  serving  through 
2,200  local  organizations.   Existing  projects  will  receive  a  total  of  $1,758,000 
to  support  a  5  percent  administrative  cost  increase.   A  national  training 
conference  for  all  project  directors  will  be  conducted.   Additional  resources 
will  support  expenses  related  to  RSVP's  25th  anniversary.   Approximately  43  new 
projects  with  over  15,000  new  volunteers  will  be  awarded  in  geographical  areas 
currently  underserved. 

Budget  Justification 

The  FY  1996  budget  request  for  the  Retired  and  Senior  Volunteer  Program  is 
$44,500,000,  an  increase  of  $8,742,000  over  the  funding  level  in  FY  1995. 

New  grants  S  1.932.000 

Approximately  43  new  grants  will  be  awarded. 

Continuing  grants  $40.668.000 

Approximately  $3,772,000  will  support  an  estimated  625  Programs  of  National 
Significance  grants  with  over  18,000  additional  volunteers.   An  estimated 
$1,758,000  will  support  increases  to  existing  projects  to  catch  up  with 
inflationary 


Training  and  technical  assistance  S  1,550,000 

Approximately  $1,250,000  will  support  a  national  training  conference  in  a  single 
location  for  all  project  directors.   Other  funds  will  support  new  project 
director  training  and  state  and/or  cluster  specific  training  and  technical 
assistance  materials. 

Communications  S    350,000 

The  25th  anniversary  of  RSVP  will  be  commemorated  in  1996. 
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FY  1994     FY  1995       FY  1996     Increase/ 
Actual      Estimate      Estimate    Decrease 


18,240 

18,400 

19,800  + 

1,400 

23,527 

23,710 

25,312  + 

1,602 

262 

262 

269  + 

7 

Program  Data: 

Number  of  Federally-funded 
volunteer  service  years 

Total  volunteers  a/ 

Number  of  grants  funded 

New  7  +         7 

Continuing  262  262  262  

Budget  Authority: 

New  grants                 $       $       $  1,468,700  +  $  1,468,700 

Continuing  grants  65,748,000  67,487,000  76,141,300  +   8,654,300 
Training  and  technical 

assistance  169,000  225,000  1,100,000  +    875,000 

Communications  120,000  100,000  100,000          

Lapsed  funds  80.000  


Total  appropriation        $66,117,000   $67,887,000    $78,810,000  +$10,923,000 

California  earthquake 

relief  b/  z=Z  75.000   ==  75.000 

Total  funds  available      $66,117,000   $67,962,000    $78,810,000  +$10,848,000 

a/  Includes  non-Federally-funded  volunteers. 

b/  Funds  for  earthquake  relief  provided  by  the  Emergency  Supplemental 
Appropriation  Act  of  FY  1994. 

General  Statement 

The  Foster  Grandparent  Program  (FGP)  is  a  nationally  recognized  intergenerational 
program  which  has  become  a  model  for  cost-effectiveness  and  cost  benefit.   The 
program  utilizes  the  skills  and  resourcefulness  of  low-income  older  persons  aged 
60  and  over  to  help  thousands  of  young  people  with  special  or  exceptional  needs. 
Foster  Grandparent  services  are  focused  on  children  and  youth  beset  with  a  myriad 
of  problems,  such  as:   children  born  with  AIDS  or  addicted  to  crack  or  other 
drugs,  teen  parents,  abused  or  neglected  children,  those  with  learning 
disabilities,  incarcerated  youth,  the  physically  handicapped,  and  those  who  are 
terminally  ill.   The  program  is  administered  locally  by  public  or  private 
nonprofit  agencies  through  grants  awarded  by  the  Corporation. 
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Each  Foster  Grandparent  volunteer  contributes  a  total  of  20  hours  of  service  per 
week.   Assistance  is  provided  on  a  person-to-person  basis  and  designed  to 
alleviate  some  of  the  physical,  mental,  social,  and  emotional  needs  of  the  child 
served. 

Foster  Grandparents  perform  their  responsibilities  in  a  variety  of  ways 
including:   teaching  parenting  skills  to  teen  mothers;  providing  emotional 
support  to  babies  abandoned  by  their  parents  in  hospitals;  helping  disabled  and 
severely  retarded  children  develop  self-help  skills;  and  giving  guidance  and 
serving  as  role  models  to  incarcerated  youth. 

Over  23,500  Foster  Grandparent  volunteers  are  currently  serving  in  the  program, 
helping  more  than  79,000  special  needs  children  in  all  50  states,  the  District  of 
Columbia,  Puerto  Rico,  and  the  Virgin  Islands.   Federal  and  non-Federal 
volunteers  in  the  program  produce  about  20,600  volunteer  service  years,  or  over 
21.4  million  hours  of  service  annually.   Volunteer  services  are  delivered 
nationwide  through  more  than  7,700  public  and  private  nonprofit  agencies  and 
proprietary  health  care  facilities  including:   schools,  Head  Start  projects,  day 
care  centers,  hospitals,  emergency  shelters,  and  probation  offices. 

About  52  percent  of  Foster  Grandparents  are  from  minority  groups;  of  the  total 
serving,  12  percent  are  persons  with  disabilities.   Volunteers  in  the  70  to  79 
age  range  constitute  the  largest  segment  (50  percent)  of  program  participants. 
Of  the  children  served,  11  percent  are  abused  and  neglected,  29  percent  have 
literacy  problems,  and  15  percent  suffer  from  mental  retardation.   Other  children 
served  have  varying  needs  ranging  from  those  who  are  homeless  to  those  with 
substance  abuse  problems.   Sixty  percent  of  Foster  Grandparents  live  in  urban 
areas,  while  the  remainder  (40  percent)  are  in  rural  areas. 

The  program  provides  certain  benefits  to  enable  and  facilitate  participation  of 
low-income  older  persons  as  Foster  Grandparent  volunteers.   These  benefits 
include:   a  modest  nontaxable  stipend,  transportation  to  and  from  volunteer 
stations  and  meal  assistance  when  needed,  an  annual  physical  examination, 
accident  and  liability  insurance,  and  recognition.   Volunteers  also  receive  pre- 
service  orientation  and  monthly  in-service  training  to  help  them  in  the 
performance  of  their  duties. 

The  program  has  generated  a  substantial  amount  of  non-Federal  support,  both  cash 
and  in-kind,  that  has  enabled  it  to  extend  service  beyond  what  can  be  supported 
by  its  Federal  appropriation.   In  FY  1994,  non-Federal  sources  contributed  about 
$30.7  million  towards  the  cost  of  program  operations,  which  is  about  45  percent 
of  the  program's  Federal  appropriation  for  that  year.   There  are  14  FGP  projects 
that  are  totally  supported  with  non-Federal  funds. 

Planned  Accomplishments  in  FY  1995:   An  estimated  23,700  volunteers  will  serve 
through  262  Federally-funded  projects  and  14  non-Federally-funded  projects 
serving  an  estimated  80,000  children  with  special  and  exceptional  needs.   A  total 
of  $565,000  will  be  awarded  to  support  an  additional  160  volunteer  service  years 
in  Programs  of  National  Significance.   Approximately  $1,080,000  will  be  available 
to  existing  projects  for  administrative  cost  increases. 

Objectives  for  FY  1996:  Over  25,000  volunteers  in  269  Corporation  funded  and  14 
non-Corporation  funded  projects  will  serve  over  85,000  children.  Approximately 
1,000  additional  volunteer  service  years  will  be  awarded  in  Programs  of  National 
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Significance.   Over  $3.5  million  will  be  available  to  existing  projects  to 
partially  offset  the  effects  of  inflation  on  project  operation.   Approximately 
$1.2  million  will  support  a  $.05  increase  in  the  stipend  level  to  $2.50  per  hour. 
An  estimated  7  new  grants  supporting  400  new  volunteer  service  years  will  be 
awarded  to  communities  without  FGP  services.   A  national  conference  will  provide 
training  and  technical  assistance  for  project  directors. 

Budget  Justification 

In  FY  1996,  the  Corporation  is  requesting  $78,810,000  for  support  of  the  Foster 
Grandparent  Program,  an  increase  of  $10,923,000  over  the  level  appropriated  in  FY 
1995. 

New  grants  $  1,468,700 

An  estimated  400  new  volunteer  service  years  will  be  awarded  in  approximately  7 
new  projects.  Over  1,500  additional  children  will  be  served  through  these 
projects. 

Continuing  grants  $76,141,300 

Approximately  19,400  service  years  in  262  Corporation  funded  projects  will  be 
supported  at  an  enhanced  level  with  stipend  increases,  administrative  cost 
increases  and  additional  Programs  of  National  Significance.   Almost  4,000 
additional  children  will  receive  personal  care  and  attention  from  Foster 
Grandparents. 

Training  and  technical  assistance  S  1,100,000 

A  national  conference  for  all  project  directors  will  be  conducted  in  conjunction 
with  the  Program's  30th  anniversary  to  assess  the  program's  direction  and  plan 
for  the  future.   New  project  director  training  and  development  of  technical 
assistance  materials  will  also  be  supported. 

Communications  S    100.000 

Support  for  ongoing  public  information  activities. 
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FY  1994     FY  1995       FY  1996     Increase/ 
Actual      Estimate      Estimate    Decrease 


Program  Data: 

Number  of  Federally-funded 
volunteer  service  years 

Total  volunteers  a/ 

Number  of  grants  funded 

New 
Continuing 

Budget  Authority: 

New  grants                 S       S       S  5,758,000  +  $  5,758,000 

Continuing  grants  29,254,000  30,969,000  37,057,000  +   6,088,000 
Training  and  technical 

assistance  300,000  225,000       225,000          

Communications  180,000  50,000        50,000          

Lapsed  funds  39.000  


7,908 

8,031 

10,512 

♦ 

2,481 

.3,230 

13,383 

16,475 

+ 

3,092 

142 

142 

ill 

♦ 

26 

147 

147 

26 

147 

+ 

26 

Total  appropriation        $29,773,000   $31,244,000    $43,090,000  +$11,846,000 

California  earthquake 

relief  b/  75.000       75.000   ZZZ       75.000 


Total  funds  available      $29,858,000   $31,394,000    $43,090,000  +$11,771,000 

a/   Includes  non-Federally-f unded  volunteers. 

b/   Funds  for  earthquake  relief  provided  by  the  Emergency  Supplemental 
Appropriation  Act  of  FY  1994. 

General  Statement 

The  Senior  Companion  Program  (SCP)  contributes  to  Federal  cost  containment  of 
both  aging  and  long-term  care  services  in  two  direct  ways.   First  it  provides 
low-cost  personal  support  to  adults  experiencing  difficulties  with  activities  of 
daily  living,  thereby  keeping  them  out  of  costly  institutionalized  care 
facilities.   Secondly,  by  engaging  low-income  seniors  60  and  over  in  providing 
nonmedical  personal  support  with  activities  of  daily  living,  those  individuals 
experience  higher  levels  of  wellness  than  peers  not  similarly  involved  in 
meaningful,  valued  roles  within  local  social  service  agencies. 

Specifically,  Senior  Companions  provide  personal  assistance  and  companionship 
primarily  to  older  adults  who  have  physical,  mental,  or  emotional  impairments 
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which  put  them  at  risk  of  institutionalization  or  which  preclude 
deinstitutionalization  without  the  support  of  a  Senior  Companion. 

Through  direct  project  grants,  technical  assistance,  training,  research,  and 
evaluation  efforts,  the  Senior  Companion  Program  draws  upon  the  resourcefulness 
and  skills  of  older  people,  thereby  demonstrating  the  role  older  volunteers 
can  play  in  contributing  to  the  solutions  of  the  problems  of  aging  and  lowering 
costs  of  our  aging  society. 

During  1994  non-Federal  funds  totalled  over  $17.8  million  for  the  continuation 
and  expansion  of  this  program. 

The  Senior  Companion  Program  demonstrates  that  older  persons  can  perform  a 
critical  role  in  contributing  to  the  solution  of  problems  of  aging.   It  fosters 
independence  and  enhances  the  self-esteem  of  the  Senior  Companions  by  involving 
them  in  activities  which  improve  the  lives  of  individuals  and  communities.   It 
fosters  and  expands  the  realization  that  concerned  and  knowledgeable  older 
persons  can  perform  a  unique  role  in  the  long-term  care  system. 

The  program  assists  in  meeting  the  long-term  care  needs  of  older  people,  focusing 
on  the  moderately  and  generally  impaired  who  are  without  adequate  family  support. 
Through  the  coordination  and  placement  of  volunteers  through  direct  health  care 
providers,  social  service  agencies,  and  Federal  and  state  long-term  care 
programs,  assistance  is  provided  in  daily  living  activities  to  older  people  who 
are  chronically  homebound  and  at  risk  of  institutionalization. 

Senior  Companions  also  assist  clients  in  patient  discharge  programs  at  acute 
care,  mental  health,  and  long-term  care  facilities  to  make  the  transition  to 
living  in  less  restrictive  community  settings.   In  all  settings,  the  Senior 
Companions  serve  as  personal  representatives  by  linking  clients  to  appropriate 
services  needed  to  sustain  independent  living  in  the  least  restrictive 
environment  possible. 

Over  13,000  Federally-  and  non-Federal ly-funded  Senior  Companions  serve  over 
32,000  older  adults  on  a  given  day.  Senior  Companions  normally  serve  two  to  four 
persons  for  a  total  of  20  hours  per  week.  They  receive  a  nontaxable  stipend, 
transportation  assistance,  meals  when  serving  as  volunteers,  annual  physical 
examinations,  and  accident  and  personal  liability  insurance.  Older  persons  who 
are  not  income-eligible  may  serve  without  the  stipend,  but  receive  the  other 
benefits. 

The  program  will  continue  to  emphasize  in-home  and  community-based  services  and 
coordination  with  existing  home  health  and  long-term  care  systems. 

Planned  Accomplishments  in  FY  1995:   Funding  will  be  maintained  during  FY  1995 
for  147  Federally-funded  SCP  projects  operational  in  FY  1994,  including  the  2,710 
non-Federally-funded  volunteer  service  years,  approximately  13,400  volunteers 
will  provide  services  to  almost  33,000  clients  in  over  2,700  volunteer  stations 
throughout  the  United  States.   An  additional  $491,000  will  be  made  available 
through  Section  225,  Programs  of  National  Significance,  authority  and  will 
generate  a  total  of  123  volunteer  service  years.   An  estimated  $930,000  will 
support  an  administrative  increase  to  existing  projects  in  order  that  they  may 
catch  up  with  inflationary  impacts.   SCP  will  also  convene  a  conference  in  each 
cluster  in  preparation  for  the  White  House  Conference  on  Aging.   The  emphasis 
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will  be  on  defining  SCP's  current  and  future  role  in  home  and  community-based 
long  term  care  for  the  elderly. 

Obiectivea  for  FY  1996:   The  funding  requested  for  FY  1996  will  enable  the  187 
existing  SCP  projects  —  both  Federally-  and  non-Federally-funded  —  to  expand 
the  current  level  of  program  activity.   Including  the  2,710  non-Federally-funded 
volunteer  service  years,  volunteers  will  produce  almost  14  million  hours  of 
service.   An  estimated  $3,949,000  will  be  made  available  through  Section  225, 
Programs  of  National  Significance,  authority  and  shall  produce  approximately 
1,000  additional  volunteer  service  years.   A  stipend  increase  of  $.05  will 
increase  the  current  stipend  to  $2.50  per  hour.   Approximately  26  new  projects 
with  over  1,400  new  volunteer  service  years  will  be  awarded  in  geographical  areas 
currently  not  served.   An  estimated  4,200  additional  adults  will  be  served 
through  these  new  projects  and  volunteers. 

Budget  Justification 

The  Corporation's  request  for  funding  for  the  Senior  Companion  Program  for  FY 
1996  is  $43,090,000,  an  increase  of  $11,771,000  above  the  FY  1995  level. 

New  Grants  S  5,758.000 

Approximately  26  new  grants  producing  1,472  new  volunteer  service  years 
will  be  awarded  to  areas  currently  with  no  or  minimal  SCP  service. 

Continuing  Grants  $37.057.000 

Of  the  total,  $30,969,000  will  fund  continuing  grants  at  the  FY  1995  level. 
Approximately  $3,949,000  will  support  an  estimated  1,000  additional  volunteer 
service  years  through  Programs  of  National  Significance  authority.   An  estimated 
$1,579,000  will  support  administrative  costs  increases  to  existing  projects  to 
help  alleviate  inflationary  impacts.   An  estimated  $560,000  will  support  the 
planned  stipend  increase. 

Training  and  Technical  Assistance  S    225.000 

The  requested  amount  will  provide  technical  assistance  and  training  to  project 
directors  and  development  and  distribution  of  technical  assistance  materials. 

Communications  3 50.000 


These  funds  will  be  used  to  continue  on-going  program  recruitment,  community 
awareness,  and  other  activities. 
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Budget  Activity  3D 
SENIOR  DEMONSTRATION  PROGRAM 


FY  1994     FY  1995        FY  1996      Increase/ 
Actual      Estimate      Estimate    Decrease 


Program  Data: 

Number  of  Federally-funded 
volunteer  service  years 

Total  volunteers  a/ 

Number  of  grants  funded 

New 
Continuing 

Budget  Authority; 

New  grant 
Continuing  grants 
Training  and  technical 

assistance 
Communications 
Lapsed  funds 

Total  appropriation 


— 

60 

120 

+ 

60 

— 

TBD 

TBD 

TBD 

— 

4 

8 

+ 

4 

::: 

4 

4 
4 

* 

4 

$ 

::: 

$ 

750,000 

s 

750,000 
750,000 

s 

750 

,000 

— 

250,000 

480,000 
20,000 

* 

230 
20 

,000 
,000 

— 







s 

— 

SI 

,000,000 

$2 

,000,000 

+S1 

,000 

,000 

a/  Total  volunteers  to  be  determined  after  the  first  projects  are  operational. 

General  Statement 

The  Senior  Demonstration  Program  is  a  new  activity  authorized  under  Title  II, 
Part  E  of  the  Domestic  Volunteer  Service  Act  of  1973,  as  amended,  which  extends 
through  September  30,  1996.   The  purpose  of  the  program  is  to  fund  demonstrations 
of  innovative  activities  involving  older  Americans  in  providing  community 
service;  participants  may  or  may  not  receive  stipends  for  their  service.   The 
legislation  states  that  an  organization  receiving  funds  for  this  program  may  use 
the  funds  for  activities  such  as:  (1)  linking  youth  groups  and  older  American 
organizations  in  service  activities;  (2)  involving  seniors  in  programs  and 
activities  different  from  programs  and  activities  supported  in  the  community;  and 
(3)  testing  whether  older  American  service  programs  may  contribute  to  new 
objectives  or  certain  national  priorities. 
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Budget  Activity  3D:  SENIOR  DEMONSTRATION  PROGRAM  -  continued 

Planned  Accomplishments  for  FY  1995:   The  Senior  Demonstration  Program  will  fund 
four  to  five  projects  in  selected  areas  of  the  country  to  mobilize  seniors  to 
improve  the  quality  of  life  for  children.   The  participants  in  the  program  will 
perform  significant  service  of  10  to  30  hours  per  week.   The  focus  of  the  service 
activities  will  be  to  strengthen  the  community's  institutional  capacity  to  meet 
the  needs  of  children.   This  will  occur  through  school  systems  and  youth  service 
organizations  serving  the  in-school  population  through  after  school  programs. 
Impact  of  this  demonstration  on  seniors  and  on  youth  will  be  measured  through  a 
research  design  built  into  the  senior  demonstration  model.   This  demonstration 
will  be  built  on  the  successful  FGP  program  and  attempt  to  extend  this  successful 
intergenerational  program  by  increasing  flexibility  in  types  of  persons 
participating  and  in  increasing  impact  through  focused  activities  and 
concentrated  effort. 

Objectives  for  FY  1996:   The  Senior  Demonstration  Program  will  continue  the  four 
to  five  projects  begun  in  FY  1995  and  fund  four  new  grants  in  FY  1996.   The 
approach  this  year  will  build  on  FY  1995  accomplishments  and  apply  learning  to  a 
new  high  need  service  area  such  as  independent  living. 

Budget  Justification 

The  Corporation's  request  for  funding  for  the  Senior  Demonstration  Program  for  FY 
1996  is  $2,000,000,  which  is  an  increase  of  $1,000,000  above  the  FY  1995  level. 


An  estimated  four  new  grants  at  an  average  cost  of  $187,500  will  support  an 
estimated  60  volunteer  service  years. 

Continuing  Grants  S. 750,000 

The  estimated  four  projects  initiated  in  FY  1995  will  be  continued. 

Training  and  Technical  Assistance  S   480,000 

Training  and  technical  assistance  resources  will  be  used  to  provide  support  and 
technical  expertise  needed  to  develop  and  implement  public/private  partnerships 
or  new  demonstration  models.   This  will  include  convening  technical  advisory 
groups  from  the  fields  of  aging  and  volunteerism  to  participate  in  the 
development  of  innovative  programming  models;  technical  assistance  partnerships 
to  develop  and  disseminate  "best  practices"  information  on  and  to  Senior 
Demonstration  Program  sponsors  and  the  Senior  Corps  projects;  conferences  and 
events  for  the  purposes  of  sharing  and  disseminating  learning  and  results. 

Communications  5 20.000 

This  amount  will  be  used  to  build  awareness  of  the  activities,  results,  and 
impacts  of  the  Senior  Demonstration  Programs  as  part  of  increasing  the  national 
knowledge  base  on  productive  aging  and  service. 
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Budget  Activity  4 
OFFICE  OF  THE  INSPECTOR  GENERAL 


FY  1994 
Actual 


FY  1995 
Estimate 


FY  1996 
Estimate 


Increase/ 
Decrease 


Program  Data; 

Full-time  equivalent 

employment  (work  years) 

Obligations: 

Audit  costs 
Investigation  costs 
Salaries  and  benefits 
Lapsed  funds 

Total  budget  authority 


52,000 

11,000 

878,000 

3.000 


$   944,000   $ 


General  Statement 

The  ACTION'S  Office  of  the  Inspector  General  (OIG)  was  authorized  under  Section 
8E  of  the  Inspector  General  Act,  as  amended.   The  goals  of  the  office  were  to 
increase  organizational  efficiency  and  effectiveness,  and  prevent  fraud,  waste, 
and  abuse.   The  Office  reviewed  Agency  operations,  primarily  through  audits  and 
invest  igat  ions . 

With  the  passage  of  the  National  and  Community  Service  Trust  Act  of  1993,  the 
Corporation  for  National  and  Community  Service  (the  Corporation)  became  an 
"establishment"  under  the  Inspector  General  Act  of  1978,  as  amended,  and  the 
Office  of  the  Inspector  General  has  a  separate  appropriation  account. 

Planned  Accomplishments  in  FY  1995;   In  FY  1995  activities  of  the  Office  of  the 
Inspector  General  are  funded  from  a  separate  appropriation  account. 


Objectives  for  FY  1996;   In  FY  1996  activities  of  the  Office  of  the  Inspector 
General  will  be  funded  from  a  separate  appropriation  account. 
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DOMESTIC  VOLUNTEER  SERVICE  PROGRAMS,  OPERATING  EXPENSES 
OFFICE  OF  THE  INSPECTOR  GENERAL 


DETAIL  OF  PERMANENT  POSITIONS 


FY  1994  FY  1995         FY  1996 

Actual  Estimate       Esti 


ES-4  2 

GS-15  2 

GS-14   1 

GS-13  6 

GS-12  1 

GS-11  

GS-10  

GS-09  

GS-08  1 

GS-07  

GS-06  

GS-05  

GS-04  zzr 

Total  permanent  positions...  13 

Unfilled  positions,  end 

of  year  2 

Total  permanent  employment, 

end  of  year  11 
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Budget  Activity  5 
PROGRAM  ADMINISTRATION 


FY  1994       FY  1995        FY  1996 
Actual       Estimate      Estimate 


Program  Data: 

Full-time  equivalent 

employment  (work  years)         354  380  380  

Budget  Authority: 

Personnel  compensation 

and  benefits  S23, 216,000   $24,170,000   $25,280,000  +$  1,110,000 

Other  expenses  7,740,000     6,990,000    9,220,000  +   2,230,000 

Lapsed  funds  60,000   

a/  b/ 

Total  appropriation       $31,016,000   $31,160,000   $34,500,000  +$  3,340,000 

a/   Includes  the  effect  of  a  reallocation  of  $80,000  from  Literacy  Corps  to 
Program  for  program  evaluation. 

b/   Includes  the  effect  of  the  $86,000  reduction  required  by  Section  513  of 
Public  Law  103-333. 

General  Statement 

Program  administration  is  authorized  under  Title  IV  of  the  Domestic  Volunteer 
Service  Act  of  1973,  as  amended,  (DVSA)  which  extends  through  September  30,  1996. 
Program  administration  funds  are  provided  for  the  operation  and  support  of  the 
Domestic  Volunteer  Service  Act  activities  of  the  Corporation.   This  coupled  with 
the  funds  provided  in  the  Departments  of  Veterans  Affairs  and  Housing  and  Urban 
Development  and  Independent  Agencies  Appropriations  Act  provide  for  the  operation 
of  the  Corporation. 

FY  1994  was  a  year  of  transition.   The  Corporation  was  created.  ACTION  was  merged 
into  it  along  with  the  Commission  for  National  and  Community  Service  and  the 
White  House  Office  of  National  Service;  new  structures  were  put  in  place;  and 
processes  were  developed.   This  budget  request  reflects  the  organization  as  it 
exists  today.   Funded  under  this  appropriation  are  the  headquarters  staff  working 
on  DVSA  programs,  field  operations,  evaluation,  external  affairs,  and  operations 
of  the  Chief  Financial  Officer.   The  functions  of  these  entities  are  as  follows: 

DVSA  Headquarters  Staff 

The  Vice  President  of  the  Corporation  for  DVSA  programs  and  headquarters  staff 
provide  leadership,  supervision,  and  control  for  all  DVSA  programs.   The  Vice 
President  uses  the  Corporation's  resources  to  promote  voluntary  citizen  service 
in  helping  the  poor,  the  disadvantaged,  the  vulnerable,  and  the  elderly. 

Field  Operations 

Staff  in  47  state  offices  are  responsible  for  project  development  and  monitoring; 
volunteer  recruitment;  technical  assistance;  and  liaison  with  state  officials  and 
local  groups.   State  Directors  serve  as  state  representatives  for  the 
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Budget  Activity  5:   PROGRAM  ADMINISTRATION  -  continued 

Corporation.   These  state  offices  are  organized  for  purposes  of  resources  sharing 
and  coordination  into  5  clusters,  a  change  from  FY  1994  when  the  ACTION  state 
offices  were  organized  under  9  regional  offices. 

Evaluation 

The  evaluation  staff  develops,  implements,  and  monitors  short-  and  long-term 
studies  and  undertakes  research  designed  to  assess  program  effectiveness  and  lead 
to  program  improvement . 

External  Affairs 

The  external  affairs  staff  provides  support  for  public  affairs,  public  liaison, 
and  intergovernmental/Congressional  affairs  to  strengthen  public  awareness  and 
involvement  in  Corporation  programs. 

Chief  Financial  Officer 

The  Department  of  the  Chief  Financial  Officer  provides  operational  services  for 
the  National  Service  Trust  Fund  and  in  the  areas  of  accounting,  budget, 
facilities,  printing,  procurement  and  grants  management.   The  Department  also 
includes  five  Service  Centers  located  in  Philadelphia,  Atlanta,  Chicago,  Dallas, 
and  San  Francisco.   These  centers  provide  administrative  support  for  the  47  State 
Offices  and  reflect  a  change  from  the  FY  1994  structure  in  which  ACTION  had  9 
Regional  Offices. 

Budget  Justification 

The  FY  1996  budget  request  for  Program  Administration  of  $34,500,000  is  an 
increase  of  $3,340,000  above  the  FY  1995  level. 

Personnel  compensation  and  benefits  S25. 280.000 

Funds  requested  for  personnel  compensation  and  benefits  will  support  380  full- 
time  equivalent  workyears  by  staff  providing  direction,  oversight,  technical 
assistance  and  administrative  services  to  programs  nationwide.   The  increase  of 
$1,110,000  over  the  FY  1995  estimate  for  these  items  will  cover  within-grade 
increases  and  the  full-year  effects  of  the  January  1995  locality  pay  raise. 

Other  expenses  $  9,220,000 

The  Corporation's  request  for  other  expenses  reflects  an  increase  of  $2,230,000 
from  the  FY  1995  estimate  for  travel,  transportation,  rents,  supplies, 
communications,  printing,  contractual  services,  and  equipment.   The  increase  will 
provide  for  a  scheduled  increase  in  rent  to  GSA  and  permit  the  restoration  of  the 
program  to  replace  aging  equipment  and  systems  which  was  slowed  in  FY  1995. 
Included  in  the  increase  is  $83,000  for  evaluation  activity;  in  accordance  with 
the  Domestic  Volunteer  Service  Act  Amendments  of  1993,  program  evaluation  is 
funded  from  the  program  administration  portion  of  the  appropriation. 
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DOMESTIC  VOLUNTEER  SERVICE  PROGRAMS  OPERATING  EXPENSES 
PROGRAM  ADMINISTRATION 

BUDGET  AUTHORITY  BY  FUNCTION 


DVSA  Headquarters 

Field  Operations 

Evaluation 

External  Affairs 

Chief  Financial  Officer 

Other  a/ 

Lapsed  funds 

Total  budget  authority 


$  2,968,000 

14,848,000 

846,000 

801,000 

10,316,000 

1,177,000 

60,000 

S  31,016,000 


$  2,963,000 
14,552,000 
1,007,000 
2,859,000 
9,779,000 


31,160,000 


$  3,281,000 

16,112,000 

1,057,000 

3,165,000 

10,885,000 


$  34,500,000 


+$  318,000 
+  1,560,000 
+  50,000 
+  306,000 
+   1,106,000 


h$    3,340,000 


a/   The  structure  represented  by  these  organizations  was  implemented  early  in  FY  1995. 
and  is  somewhat  different  than  the  structure  under  which  operations  were  carried 
out  in  FY  1994.   This  category  accounts  for  funds  obligated  in  organizational 
elements  no  longer  funded  from  this  appropriation. 


PERMANENT  POSITIONS  BY  FUNCTION 


DVSP  Headquarters 

Field  Operations 

Evaluation 

External  Affairs 

Chief  Financial  Officer 

Other   a/ 

Total  positions 


30 

30 

245 

247 

5 

8 

14 

25 

70 

75 

.21 

ZZ=. 

385 

385 

30 

247 

8 

25 


i/  The  structure  represented  by  these  organizations  was  implemented  early  in  FY  1995 
and  is  somewhat  different  than  the  structure  under  which  operations  were  carried 
out  in  FY  1994.  This  category  accounts  for  positions  in  organizational  elements 
no  longer  funded  from  this  appropriation. 
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Tuesday,  April  4,  1995. 

FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 

witnesses 

john  calhoun  wells,  director 

floyd  l.  wood,  deputy  dhtector 

mary  p.  durkin,  manager,  budget  office 

Introduction 

Mr.  Bonilla  [presiding].  The  committee  will  be  in  order. 

We  will  now  resume  with  this  morning's  hearing.  I  am  delighted 
at  this  time  to  yield  to  my  good  friend,  Hal  Rogers,  who  will  have 
the  honor  of  introducing  our  next  witness. 

Mr.  Rogers.  Mr.  Chairman,  thank  you  very  much.  I  appreciate 
the  chance  to  appear  before  your  subcommittee. 

I  spoke  on  the  way  over  here  to  Mr.  Porter,  who  has  another  en- 
gagement at  this  hour.  He  explained  that  we  would  be  next.  I 
thank  you  for  allowing  us  to  be  here  to  introduce  a  fellow  Kentuck- 
ian  and  a  resident  of  my  district  when  he  resides  in  Kentucky, 
John  Calhoun  Wells. 

Since  November  1993,  John  has  served  as  the  13th  director  of 
our  Federal  Mediation  and  Conciliation  Service.  He  is  a  native  of 
eastern  Kentucky,  which  has  its  own  unique  history  of  labor  rela- 
tions. He  comes  from  a  very  modest  family  of  coal  miners,  teachers, 
and  small  business  owners.  Over  the  years  he  has  become  a  recog- 
nized, practical,  hands-on  expert  in  labor/management  relations. 
His  outstanding  work  has  placed  him  at  every  level — a  worker,  a 
manager,  a  government  official,  and  a  businessman. 

His  wealth  of  experience  in  dealing  with  labor  relations  makes 
it  easy  to  see  why  John  has  such  an  exceptional  understanding  of 
labor/management  relations  and  their  importance  to  the  Nation's 
economy.  He  heads  the  organization  that  deals  with  some  of  our 
toughest  labor/management  disputes,  and  does  it  with  a  very  small, 
high-quality,  efficient  staff. 

And  I  have  to  say  to  you,  Mr.  Chairman,  that  he  does  it  without 
machinery.  As  I  understand  it,  this  agency  is  even  without  fax  ma- 
chines, not  to  mention  that  they  are  not  linked  together  by  comput- 
ers, and  yet  they  cover  the  whole  countryside  with  a  very  slim 
staff. 

That  is  why  I  am  here  to  introduce  him,  but  also  to  ask  the 
chairman  and  the  committee  to  listen  very  carefully  to  his  request 
for  funds  because  those  funds  will  be  used  for  modernizing  an 
agency  that  desperately  needs  it  and  will  add  so  much  to  the  Na- 
tion's productivity.  If  we  can  imagine  a  situation  where  we  have 
such  an  efficient  agency  as  he  heads  that  is  able  to  head  off  labor 
disputes,  think  of  the  increased  productivity  to  the  Nation  in  the 
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competitive  world  that  would  result.  Yet,  that  is  exactly  what  John 
Calhoun  Wells  is  dreaming  of. 

In  just  a  short  time,  he  has  demonstrated  vision  and  a  strong 
commitment  to  maintaining  his  agency's  leadership  role  in  chang- 
ing the  labor/management  environment  through  hard  work  and 
common  sense.  This  is  a  man  who  has  learned  the  hard  way  how 
to  get  along  with  both  sides  and  is  able  to  seek  out  and  find  the 
middle  ground  through  finding  advantages  for  both  parties.  When 
that  happens  and  labor  disputes  are  headed  off  or  settled  early,  the 
Nation's  productivity  jumps.  That  is  the  reason  why  he  is  such  a 
good  man  for  this  job. 

Number  two,  he  is  my  friend  from  Kentucky.  [Laughter.] 

Mr.  Rogers.  John  Calhoun  Wells. 

Mr.  Wells.  Thank  you  very  much,  Mr.  Rogers. 

Mr.  Bonilla.  Thank  you,  Mr.  Rogers. 

Mr.  Wells,  before  you  begin  your  testimony,  I  would  just  like  to 
say  that  Mr.  Rogers'  presence  here  will  assure  that  I,  along  with 
Chairman  Porter,  will  be  especially  sensitive  to  your  testimony. 
The  fact  that  he  has  come  here  today  means  a  lot  to  us,  and  I  know 
it  means  a  lot  to  you. 

I  was  talking  to  Mr.  Wells  before  the  hearing  this  morning  and 
he  claims  a  little  bit  of  Texas.  He  married  a  Texan,  so  the  Texas/ 
Kentucky  alliance  will  move  forward.  [Laughter.] 

Mr.  Bonilla.  Thank  you,  Mr.  Wells.  At  this  time  you  may  pro- 
ceed. We  would  be  pleased  to  hear  your  testimony. 

Mr.  Wells.  I  am  honored  to  have  the  kind  and  generous  intro- 
duction of  my  congressman  from  my  native  eastern  Kentucky.  I 
thank  you  very  much,  Congressman  Rogers. 

Mr.  Chairman,  I  would  like  to  introduce  two  members  of  my  staff 
whom  I  have  brought  here  with  me.  To  my  immediate  left  is  Mary 
Durkin,  who  serves  as  our  budget  director  and  has  considerable  ex- 
perience in  that  field.  Also  with  me  is  Floyd  Wood,  the  deputy  di- 
rector of  our  agency.  He  came  to  that  position  after  having  spent 
18  years  in  the  Federal  Mediation  Service  and  before  that  having 
had  a  considerable  private  sector  career  in  banking  and  as  execu- 
tive vice  president  of  Mid-America  Dairymen,  Incorporated  with  a 
strong  private  sector  background. 

Opening  Statement 

Mr.  Chairman,  with  your  permission  I  would  like  to  submit  my 
testimony  for  the  record  and  not  bore  you  by  reading  a  long  state- 
ment, but  summarize  for  you  some  key  points  that  I  think  may  be 
of  some  relevance  as  you  and  your  colleagues  consider  our  appro- 
priation. 

I  am  here  today  on  behalf  of  our  fiscal  year  1996  budget  request 
of  $33,290,000. 

By  way  of  background — I  am  going  to  try  to  keep  it  short,  Mr. 
Chairman— the  Federal  Mediation  Service  was  created  by  the  Taft- 
Hartley  Act  in  1947  at  the  end  of  World  War  II  when  there  was 
an  explosion  of  strikes.  More  strikes  took  place  in  1946  than  in  any 
year  before  or  since. 

We  were  created  in  an  effort  to  provide  mediation  services  to  try 
to  reduce  strikes — to  prevent  them  from  occurring.  The  official  lan- 
guage was  to  settle  disputes  and  prevent  interruptions  to  interstate 
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commerce.  Really,  our  job  was  to  try  to  help  grow  the  American 
economy  and  help  the  transition  from  a  wartime  economy. 

We  have  a  national  office  here  in  Washington,  D.C.  and  nine  dis- 
tricts around  the  Nation.  We  are  located  in  79  cities  with  field  of- 
fices. We  have  a  field  office  in  San  Antonio.  We  have  another  in 
Houston,  Texas.  We  have  another  in  Dallas.  We  also  have  one  in 
Kentucky,  Congressman  Rogers.  We  have  a  small  staff  of  196  medi- 
ators, but  we  are  a  highly  experienced  staff. 

FMCS  PROGRAMS 

We  have  five  statutory  services.  The  first  is  what  we  call  dispute 
mediation,  which  is  simply  the  negotiation  of  collective  bargaining 
agreements.  We  were  involved  in  6,000  of  these  negotiations  last 
year  with  small  businesses,  medium-sized  businesses,  and  large 
businesses.  I  mentioned  earlier  that  in  San  Antonio  we  were  in- 
volved with  Lone  Star  and  Pearl  Breweries.  We  were  also  involved 
in  Newell  Industries.  In  Mr.  Porter's  district,  we  were  involved  in 
a  long  and  difficult  strike  with  the  North  Chicago  School  District 
and  the  American  Federation  of  Teachers.  We  were  also  involved 
in  big  strikes.  Caterpillar,  for  example,  is  one  in  which  I  am  per- 
sonally involved. 

We  have  been  involved  in  80  percent  of  the  476  strikes  that  took 
place  last  year  in  this  Nation. 

Our  second  statutory  service  is  what  we  call  preventive  medi- 
ation. In  essence,  this  is  an  effort  to  develop  partnering  relation- 
ships between  companies,  their  workers  and  unions — collabora- 
tions, if  you  will,  to  try  to  improve  economic  performance  in  the 
firm,  to  try  to  improve  profitability,  to  try  to  improve  job  opportuni- 
ties and  job  security. 

We  were  involved  in  2,140  of  these  cases  last  year.  In  fact,  we 
find  a  considerable  increase  in  American  industry  in  cooperation 
and  working  with  employees.  It  is  a  growth  industry  for  us.  We  are 
involved  with  large  cases  like  McDonnell-Douglas  and  the  Auto 
Workers  in  Los  Angeles  and  Nabisco  and  the  Bakery  Workers. 
Those  are  examples  of  major  activities  in  preventive  mediation. 

The  third  statutory  service  that  we  provide  is  arbitration.  We 
provided  31,610  panels  of  arbitrators  to  the  parties  last  year.  An 
example  of  one  in  which  we  are  involved  now  is  the  U.S.  Postal 
Service  and  the  National  Association  of  Letter  Carriers.  It  is  a 
union  of  about  250,000  members.  We  have  provided  an  arbitrator 
to  perform  fact-finding  in  these  negotiations. 

A  fourth  statutory  service  is  the  Labor/Management  Cooperation 
Grants  Program.  This  is  a  program  that  was  developed  in  1978  by 
the  late  Senator  Jacob  Javits  to  fund  model  examples  in  American 
business  and  industry  where  companies  and  their  unions  are  work- 
ing together  in  collaborative  efforts  to  improve  economic  competi- 
tiveness. The  grant  process  is  very  competitive.  We  only  provided 
ten  grants  last  year,  out  of  96  applications.  It  is  pretty  demanding. 
We  have  some  significant  grants.  GTE  in  Dallas  is  a  recent  grant 
recipient.  The  Rubber  Workers  and  seven  different  tire  companies 
received  another  grant.  We  try  to  help  these  groups  develop  better 
work  place  relationships  and  to  improve  their  competitiveness. 

Mr.  Chairman,  we  are  establishing  a  Customer's  Council.  Rather 
than  we  in  Washington  making  the  decisions,  we  thought  it  was 
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useful  to  bring  some  of  our  customers  in — people  to  whom  we  have 
given  grants  in  the  past — and  ask  them  to  review  our  procedures, 
make  recommendations  on  improvement  of  our  procedures,  and 
make  recommendations  on  whom  we  should  fund. 

The  fifth  and  last  statutory  service  is  called  alternative  dispute 
resolution,  ADR.  This  is  simply  the  application  of  mediation  serv- 
ices to  issues  which  otherwise  would  be  involved  in  costly  litigation. 
We  are  involved  with  the  Department  of  Energy  in  mediating  whis- 
tle-blower disputes.  With  HHS,  we  are  mediating  age  discrimina- 
tion complaints.  On  a  grander  scale,  we  are  involved  with  HUD 
and  the  Department  of  Transportation  on  major  issues.  The  most 
unique  ADR  case  of  which  I  am  aware  is  with  HHS,  the  Bureau 
of  Indian  Affairs,  and  48  different  Indian  tribes  over  the  issue  of 
autonomy  in  the  running  of  education  and  health  care  programs  by 
these  tribal  councils.  ADR  is  another  major  growth  area.  We  have 
doubled  our  ADR  work  in  the  last  year  alone. 

INNOVATIONS 

We  have  had  some  major  innovations  during  my  tenure  of  which 
I  am  very  proud.  Within  30  days  after  my  appointment,  I  estab- 
lished the  Mediator  Task  Force  on  the  Future  of  FMCS.  We 
brought  in  customers  and  experts  in  the  field  to  advise  us  on 
trends  in  the  U.S.  economy — technology,  globalization,  competitive- 
ness, and  deregulation — how  changes  are  affecting  American  indus- 
try, how  they  affected  American  workers,  how  they  affected  the 
labor/management  relationship,  and  how  in  turn  that  affects  us 
and  what  we  can  and  should  do. 

From  this  came  a  host  of  recommendations,  such  as  the  need  to 
be  more  customer-driven,  the  need  to  take  a  hard  look  at  our  per- 
formance appraisal  system — we  are  raising  the  bar  and  making  it 
a  little  tougher  on  our  people — the  necessity  of  technological  inno- 
vation, and  tightening  of  our  hiring  criteria.  We  are  looking  at  our 
organizational  structure.  Mr.  Chairman,  we  have  flattened  the  lev- 
els of  our  national  office.  When  I  took  over,  there  were  11  different 
departments  reporting  to  me  or  the  deputy.  We  collapsed  those  11 
into  5.  So  we  have  considerably  flattened  our  organization. 

STAFFING  AND  FUNDING 

In  terms  of  fiscal  year  1995  FTEs,  our  FTE  ceiling  is  302.  We  are 
operating  with  292  employees,  10  fewer,  and  we  expect  to  end  the 
year  with  an  FTE  level  of  296. 

Now  let  me  get  to  the  heart  of  the  issue,  Mr.  Chairman,  our 
budget  request.  We  are  requesting  $33,290,000.  Included  in  that  is 
a  request  for  an  extra  $1,200,000  for  modernization  efforts  that  we 
think  are  important.  I  can  assure  you  that  it  was  not  very  easy  to 
convince  OMB  to  allow  us  to  go  forward  on  this. 

The  increase  requested  is  $613,000  for  technology.  As  Congress- 
man Rogers  said,  we  don't  even  have  E-Mail  and  we  are  scattered 
all  across  the  Nation.  Only  half  of  our  offices  have  fax  machines. 
This  year  I  provided  fax  machines  to  mediators  in  23  out  of  our  79 
field  offices.  In  terms  of  computers,  only  25  percent  of  our  medi- 
ators have  access  to  computers.  Our  databases  aren't  compatible, 
so  the  systems  are  such  that  we  aren't  able  to  transfer  information 
back  and  forth  across  the  agency.  I  am  of  the  judgment  that  we 
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need  to  make  a  significant  up-front  investment  in  technology  and 
bring  this  agency  into  the  21st  century  in  the  last  days  of  this  cen- 
tury. 

The  second  increase  I  am  requesting  is  $430,000  for  professional 
development.  This  is  for  education  and  training  of  our  employees 
with  special  attention  to  our  mediators.  We  are  asking  them  to  be- 
come 360-degree  mediators.  That  means  that  they  will  do  every- 
thing from  mediating  a  strike  to  promoting  the  most  sophisticated 
sorts  of  work  place  improvements  to  achieve  high  performance 
work  places.  The  truth  of  the  matter  is  that  many  mediators  do  not 
have  the  requisite  experience  in  training  and  education.  Our  inher- 
ited budget  had  not  a  nickel  given  to  education.  I  think  it  is  impor- 
tant that  we  educate  and  skill  our  people  so  they  can  do  a  better 
job. 

And  the  third  and  last  item  is  $30,000  for  a  customer  service  sur- 
vey, to  ask  our  customers  how  well  we  are  doing  and  what  we  can 
do  better,  what  are  their  recommendations  to  us? 

I  know  it  is  not  an  easy  thing  to  come  before  this  committee  and 
ask  for  increases  at  this  time.  I  am  very  respectful,  having  worked 
on  the  Hill,  of  the  very  difficult  job  you  and  your  committee  have. 
What  I  would  suggest  to  you  is  that  I  came  to  this  job  from  the 
private  sector,  having  worked  with  companies  that  were  trying  to 
transform  themselves. 

In  your  home  State  of  Texas,  Mr.  Chairman,  I  was  working  with 
Lyondell  Citgo  Refining  Company  in  Houston,  Star  Enterprise, 
Texaco,  and  I  learned  that  if  you  are  going  to  be  a  high  perform- 
ance corporation — if  you  are  going  to  be  competitive  in  this  day  and 
age — it  is  absolutely  essential  that  you  make  investments  in  people 
and  technology,  that  you  train  people,  educate  people,  give  them 
knowledge  to  perform,  set  high  expectations  for  those  people,  grade 
them  rigorously,  and  give  them  the  requisite  technology  to  be  pro- 
ductive. 

I  will  close  by  making  four  brief  points,  Mr.  Chairman.  Number 
one,  FMCS  is  a  service  agency,  not  a  regulatory  agency.  Number 
two,  our  customers  are  American  businesses,  American  workers 
and  unions,  and  local,  State,  and  Federal  agencies  which  use  our 
services.  Number  three,  we  are  a  voluntary  service.  We  are  asked 
to  come  into  cases.  And  number  four,  our  underlying  purpose  is  not 
simply  to  reduce  strikes  and  not  simply  to  improve  work  place  rela- 
tionships. Our  real  purpose  is  to  strengthen  and  improve  the  U.S. 
economy.  We  are  trying  to  keep  taxpayers  paying  taxes. 

Mr.  Chairman,  that  concludes  my  opening  statement.  I  will  be 
pleased  to  entertain  any  questions  for  you  or  Members  of  the  com- 
mittee. 

[The  prepared  statement  and  biography  of  John  Calhoun  Wells 
follow:] 
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Statement  by 

John  Calhoun  Wells,  Director 

Federal  Mediation  and  Conciliation  Service 

before  the 

Labor,  Health  and  Human  Services,  Education 

and  Related  Agencies  Subcommittee 

of  the 
House  Committee  on  Appropriations 

Mr.  Chairman  and  Members  of  the  Subcommittee: 

It  is  my  pleasure  to  present  to  you  the  Fiscal  Year  1996 
appropriations  request  for  the  Federal  Mediation  and  Conciliation 
Service.   I  would  like  to  describe  briefly  the  FMCS  mission,  our  program 
activities,  and  our  objectives  for  the  budget  year. 

The  Federal  Mediation  and  Conciliation  Service  (FMCS)  was  created 
by  Congress  as  an  independent  agency  in  1947  by  enactment  of  the  Taft- 
Hartley  Act  which  directed  FMCS  to  provide  mediation,  conciliation  and 
arbitration  services  to  labor  and  management.   Since  then,  FMCS's 
charter  has  been  expanded  by  a  variety  of  subsequent  statutory 
enactments,  making  it  our  nation's  premier  body  for  resolution  of  labor- 
management  disputes  and  the  key  governmental  body  providing  alternative 
dispute  resolution  assistance  to  federal  and  other  governmental 
agencies.   Today,  FMCS  provides  mediation  services — including  dispute 
and  preventive  mediation — arbitration  services,  labor-management 
cooperation  grants,   and  alternative  dispute  resolution  assistance  to 
our  customers — labor  organizations,  businesses,  and  government  agencies. 
Critical  to  an  understanding  of  our  agency's  work  is  that  FMCS  provides 
direct  assistance  to  these  organizations  on  a  strictly  voluntary  basis. 
As  an  independent,  neutral  agency,  it  performs  no  regulatory  functions. 

I  am  also  pleased  to  advise  you  that  FMCS  reinvention  or 
reengineering  initiatives  are  substantially  underway,  having  begun 
within  30  days  after  my  appointment  as  Director.  As  a  first  step,  the 
Agency  engaged  in  a  strategic  planning  process  to  consider  how  to 
prepare  itself  to  deliver  high  quality  customer-driven  services  into  the 
21st  century. 

Dramatic  changes  are  taking  place  in  the  workplaces  of  this 
nation.   There  is  increasing  use  of  collaborative  processes  and  interest 
in  innovative,  high  performance  strategies.   In  the  society  at  large, 
there  is  a  growing  interest  in  learning  and  using  conflict  resolution 
techniques.   FMCS  has  an  important  contribution  to  make  to  both  the 
labor  relations  and  conflict  resolution  systems.   But,  to  do  that  FMCS 
must  be  an  organization  which  strives  for  continuous  improvement.   We 
are  committed  to  implementing  a  strategic  action  plan  to  assure  that  we 
will  be  able  to  provide  mediators  with  the  requisite  knowledge,  skills 
and  abilities  to  respond  to  our  customers'  needs,  both  today  and  in  the 
days  ahead. 
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FMCS  MISSION 

FMCS  was  first  established  in  1947  to  assist  management  and  labor 
in  settling  their  disputes  through  conciliation,  mediation  and  voluntary 
arbitration.   While  work  stoppages  have  declined  in  recent  years, 
mediators  have  continued  to  be  involved  in  increasingly  complex, 
contentious  disputes.   Pattern  bargaining,  once  the  norm  in  most  major 
industries,  has  continued  to  diminish  and  in  many  cases  insistence  on, 
or  resistance  to,  the  pattern  has  actually  caused  and  prolonged  strikes, 
creating  the  need  for  negotiations  on  a  company-by-company  basis.   The 
leading  causes  for  today's  disputes  are  job  security,  health  care  costs, 
economic  issues,  and  working  conditions.   Other  issues  that  arise  in 
negotiations  today  include  productivity,  product  quality,  joint  problem- 
solving  procedures,  retirement  benefits,  occupational  safety  and  health, 
and  quality  of  work  life. 

Also  since  1947  FMCS's  charter  has  been  expanded  by  several 
subsequent  statutory  enactments.   In  1978  Congress  passed  the  Labor- 
Management  Cooperation  Act  which  expanded  the  mediation  activities 
engaged  in  by  the  Agency  by  authorizing  FMCS  to  "encourage  and  support" 
joint  labor-management  committees  designed  "to  improve  labor  management 
relationships,  job  security  and  organizational  effectiveness"  [section 
203(e)],  for  the  purpose  of  "enhancing  economic  development  or  involving 
workers  in  decisions  affecting  their  jobs  including  improving 
communication  with  respect  to  subjects  of  mutual  interest  and  concern." 
[section  205A(a)(l).]   Through  this  activity  mediators  work  with 
management  and  labor  to  address  such  issues  as  customer  service, 
economic  competitiveness,  productivity,  employment  security. 

Additionally,  drawing  on  its  conflict  resolution  skills,  FMCS  has 
helped  in  resolution  of  disputes  outside  of  the  labor-management  arena 
ever  since  the  Director  was  asked  by  Congress  to  mediate  a  land  dispute 
between  the  Navajo  and  Hopi  Tribes  in  the  1970s.   In  1990,  the  enactment 
of  two  laws  expanded  FMCS  work  in  alterative  dispute  resolution  (ADR) . 
The  Administrative  Dispute  Resolution  Act  requires  that  each  federal 
agency  develop  a  policy  for  institutionalizing  mediation  and  other  forms 
of  conflict  resolution  as  an  alternative  to  costly  litigation  and 
provide  ADR  training  to  appropriate  staff.   The  Negotiated  Rulemaking 
Act  of  1990  encourages  all  agencies  to  use  the  regulatory  negotiations 
process  in  developing  agency  rules. 

Both  Acts  authorize  FMCS  to  provide  consultation,  training, 
systems  design  and  third  party  neutral  services  to  all  federal  agencies. 
Through  this  work,   FMCS  helps  to  reduce  government-wide  litigation 
costs  and  improve  government  operations,  by  facilitating  regulatory 
procedures  and  relationships  with  the  public.   FMCS  work  gives  America's 
citizens  a  voice  in  the  regulatory  process,  making  them  partners  with 
government  in  finding  solutions  to  the  problems  which  affect  their 
lives. 

Specific  FMCS  program  activities  and  objectives  include: 

Dispute  Mediation 

Federal  mediators  have  been,  and  will  continue  to  be,  active  in 
labor-management  negotiations  throughout  the  United  States.   Our  195 
mediators,  employed  in  79  field  offices,  have  almost  immediate  access  to 
the  collective  bargaining  community.   Our  work  encompasses  small, 
medium,  and  large  employers  in  all  industries  except  the  railroad  and 
airline  industries. 
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FMCS  was  directly  involved  in  381  of  the  476  work  stoppages  (80 
percent)  which  ended  during  the  last  year.   A  notable  success  was  FMCS 
assistance  in  resolving  a  several  week  strike  by  the  Teamsters  Union 
against  the  trucking  industry,  involving  more  than  70,000  workers 
nationwide.  A  result  of  those  negotiations  was  the  parties'  agreement 
to  launch  a  joint  labor-industry  council  to  address  the  economic 
competitiveness  problems  of  the  industry.  Another  notable  success,  was 
FMCS  assistance  in  resolving  a  four  month  strike  at  the  Kennedy  Space 
Center,  the  second  longest  strike  in  NASA's  history. 

Not  as  successful,  but  certainly  visible,  were  FMCS  efforts  last 
summer  in  the  baseball  strike,  bringing  together  twelve  representatives 
of  major  league  baseball  owners  and  twenty- five  representatives  of  the 
players  association  to  the  bargaining  table.   When  negotiations  went 
nowhere,  and  the  season  was  cancelled,  I  recommended  the  appointment  of 
an  independent  mediator  to  conserve  public  resources.   And,  in  the 
continuing  dispute  between  the  United  Auto  Workers  and  Caterpillar, 
Inc.,  where  a  strike  involving  about  14,000  workers  has  been  ongoing  for 
nearly  ten  months,  formal  negotiations  have  resumed  under  FMCS  auspices. 

Under  the  provisions  of  the  1979  Postal  Reorganization  Act,  FMCS 
is  today  actively  mediating  the  contract  dispute  between  the  Postal 
Service  and  its  largest  employee  union,  the  American  Postal  Workers 
Union.   We  have  also  referred  a  private  fact  finder  to  make 
recommendations  for  resolving  the  current  dispute  between  the  Postal 
Service  and  the  National  Association  of  Letter  Carriers,  the  second 
largest  postal  union.   These  are  the  largest  collective  bargaining 
negotiations  underway  in  the  nation  today,  involving  about  600,000 
postal  employees. 

In  Fiscal  Year  1996,  there  will  be  contracts  expiring  and 
negotiations  occurring  in  the  aerospace,  agricultural  implement,  retail 
sales,  apparel,  oil  and  petrochemicals,  defense  contracting,  shipping, 
shipbuilding,  utilities,  construction,  health  care,  newspaper, 
telecommunications  and  information,  electronic  manufacturing,  schools, 
and  insurance  industries.   FMCS  expects  to  be  actively  involved  in  about 
6,000  of  these  mediation  cases. 

The  livelihoods  of  thousands  of  American  working  people  are  at 
stake  in  many  of  these  negotiations.   Besides  the  obvious  illustrations, 
like  Caterpillar,  where  thousands  of  workers  are  on  strike,  there  are 
others.  To  cite  just  one,  Donnelley  Printing  Company,  one  of  the  largest 
printing  companies  in  the  U.S.,  announced  in  October  1994  that  it  would 
close  its  Des  Moines,  Iowa  plant  employing  over  1000  employees.  An  FMCS 
mediator  met  with  the  company  and  union  leaders  17  times,  over  hundreds 
of  hours,  and  in  December  they  approved  an  agreement  under  which  the 
plant  will  stay  open.   The  mediator  also  served,  at  the  request  of  the 
Governor,  on  a  Task  Force  set  up  to  review  the  situation. 

Over  the  last  seven  years,  85  per  cent  of  the  negotiations  which 
FMCS  has  actively  mediated  have  resulted  in  agreements.   By  contrast, 
agreements  are  reached  in  75.6  percent  of  those  contract  negotiations 
without  FMCS  mediation.  The  positive  contribution  of  our  mediators  is 
evident,  especially  since  mediation  is  rarely  sought  unless  the 
negotiations  are  difficult. 

FMCS  also  assists  states  and  localities  where  there  is  no  viable 
mediation  service  and  actively  mediates  public  sector  disputes  or 
assists  in  training  state  mediators.   We  are  active  in  more  than  35 
states,  assisting  in  training,  mediating  and  dispute  resolution. 
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Preventive  Mediation 

Preventive  mediation  is  an  essential  method  of  assisting  management 
and  labor  in  minimizing  or  managing  conflict  and  transforming 
adversarial  environments  into  more  collaborative  ones,  helping  to  create 
profitable  and  economically  secure  enterprises.   FMCS  provides  a  variety 
of  specific  preventive  mediation  programs  which  introduce  the  parties  to 
more  effective  techniques  and  skills  in  bargaining,  communications, 
joint  problem  solving  and  innovative  conflict  resolution.  Mediators 
provide  facilitation  and  training  in  collaborative  labor-management 
processes  designed  to  improve  labor-management  relationships,  economic 
competitiveness,  workplace  performance,  profitability  and  employment 
security.   Federal  mediators  will  conduct  approximately  2,200  preventive 
mediation  cases  in  Fiscal  Year  1996. 

To  give  you  but  two  examples  of  this  work,  FMCS  mediators  are 
assisting  Nabisco,  Inc.  and  the  Bakery,  Confectionery,  and  Tobacco 
Workers  Union  with  developing  their  participative  work  agreement  and 
partnership  which  is  committed  to  maximizing  company  and  employee 
competitiveness.   Last  November,  following  settlement  of  a  four  month 
strike  in  Wyoming,  an  FMCS  mediation  team  took  representatives  from 
General  Chemical  Corporation  and  the  United  Steelworkers  through  a  three 
day  Relationship  by  Objectives  program  geared  toward  alleviating 
hostility,  distrust  and  attendant  problems.   The  team  has  been  asked 
back  to  conduct  a  follow  up. 

We  believe  that  through  our  dispute  and  preventive  mediation 
services,  FMCS  is  an  effective  partner  with  our  management  and  labor 
customers  in  resolving  their  collective  bargaining  differences  and 
searching  for  constructive  solutions.   We  recently  conducted  five  focus 
groups  around  the  country  to  ask  our  customers  how  critical  they  think 
FMCS  services  are,  how  satisfied  they  are  with  our  services,  and  what  we 
could  do  better.   The  feedback  was  overwhelmingly  positive.   Both 
management  and  labor  participants  judged  FMCS  mediation  services  as 
critical  functions  for  the  federal  government  to  perform. 


Our  dispute  mediation  services  were  said  to  be  "cost  effective" 
means  of  avoiding  strikes  and  settling  disputes.   Participants  offered 
anecdotal  experiences  in  which  FMCS  mediation  had  prevented  work 
stoppages,  plant  closures,  wage  and  benefit  loss  or  workforce 
replacements.   Our  preventive  mediation  programs  were  said  to  encourage 
more  stable  work  forces  and  greater  productivity.   Several  labor 
participants  cited  FMCS  labor  management  cooperation  programs  as  being 
responsible  for  increasing  efficiency  at  their  represented  locations.  . 
One  cited  FMCS  interest  based  bargaining  training  and  facilitation  as 
being  responsible  for  saving  a  facility  with  over  500  unit  jobs. 

Management  participants  at  one  focus  group  agreed  that,  even 
though  a  rather  small  percentage  of  the  workforce  is  organized 
nationally,  the  impact  of  that  sector  is  enormous.   A  strike  against  one 
company  potentially  costs  millions,  and  the  economic  snowball  effect  is 
significant  throughout  the  community  and  the  economy  as  a  whole.   They 
concurred  that  mediation  is  "essential  in  this  time  of  change — for 
everyone."    "Mediation  has  really  calmed  everything  down."  One  labor 
participant  predicted  that  "any  effort  to  diminish  FMCS  and  change  its 
current  status  or  mission  would  result  in  a  work  stoppage  incidence  of 
over  30%." 
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Arbitration 

Arbitration  is  used  almost  universally  by  management  and  labor  to 
resolve  disputes  which  arise  under  their  collective  bargaining 
agreements.   FMCS  maintains  a  roster  of  1,700  private,  professional 
arbitrators  and,  upon  request,  furnishes  a  list  of  individuals  to  the 
parties  for  their  selection  of  an  arbitrator  to  hear  their  case  and  make 
a  final  and  binding  decision.   FMCS  fosters  improved  contract 
administration  and  continued  faith  in  the  collective  bargaining  system 
each  year  by  providing  thousands  of  panels  of  arbitrators.   Arbitration 
offers  the  additional  advantage  of  saving  money.   The  average  cost  to 
the  parties  of  a  case  settled  through  the  use  of  FMCS  arbitrators  was 
$2,352 — clearly  far  less  than  litigation  or  strikes  over  grievances. 
In  Fiscal  Year  1996,  FMCS  expects  to  issue  31,600  panels. 

Labor-Management  Cooperation  Program 

As  previously  stated,  the  Labor  Management  Cooperation  Act  of  1978 
significantly  expanded  our  charter  by  authorizing  FMCS  to  encourage  and 
support  joint  labor-management  cooperative  activities  designed  "to 
improve  labor-management  relationships,  job  security  and  organizational 
effectiveness."  Congress  also  authorized  FMCS  to  carry  out  a  program  of 
grants  to  establish  new  or  expand  existing  labor-management  committees. 
The  Service's  goal  for  this  program  is  to  encourage  joint,  innovative 
approaches  to  collaborative  management-labor  relations  and  innovative 
problem-solving . 

To  illustrate,  an  FMCS  $100,000  grant  was  awarded  this  year  to 
promote  cooperation  between  a  San  Francisco  multiemployer  group 
comprising  12  hotels  and  several  unions.   Those  parties  have  entered 
into  a  ground  breaking  partnership  agreement  for  the  industry.   An  FMCS 
mediator  has  been  working  with  the  groups  providing  training  and 
facilitation  for  their  efforts.   One  union  has  already  announced  that  it 
has  cut  the  cost  of  grievances  in  the  six  months  since  conclusion  of  the 
agreement. 

Since  1981,  FMCS  has  awarded  more  than  $10.9  million  to  187  labor 
management  committee  grant  applicants.   It  received  726  applications 
requesting  more  than  $53  million  over  the  same  period.   In  Fiscal  Year 
1996  FMCS  is  requesting  a  level  of  $1,750,000  for  its  labor-management 
cooperation  program. 

Alternative  Dispute  Resolution 

Through  the  FMCS  alternative  dispute  resolution  program,  mediators 
assist  federal  agencies  in  institutionalizing  mediation  and  other  forms 
of  conflict  resolution  as  an  alternative  to  costly  litigation.  After 
consultation  with  client  agencies,  we  provide  such  services  as  conflict 
resolution  systems  design  and  evaluation,  education,  training  and 
mentoring.   Through  our  "train  the  trainer"  programs,  we  educate  agency 
personnel  in  conflict  resolution  skills  so  they,  in  turn,  can  train 
others.   We  mediate  disputes  both  within  agencies  (e.g.,  age 
discrimination  and  other  fair  employment  complaints,  whistleblower 
complaints)  and  between  agencies  and  their  regulated  public  (e.g., 
environmental  disputes) .   We  are  under  contract  with  about  50  agencies 
to  provide  various  ADR  services. 

We  are  currently  conducting  four  regulatory  or  public  policy 
negotiations.   These  are  for:  1)  the  Federal  Energy  Regulatory 
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Commission  (involving  environmental  issues  surrounding  the  New  Don  Pedro 
Dam  Project);  2)  the  Department  of  Transportation  (railway  safety 
issues);  3)  Department  of  Housing  and  Urban  Development  (vacant  housing 
appropriations);  and  4)  Department  of  Transportation  (measuring 
headlight  emissions) .   At  least  two  more  are  under  review. 

I  am  pleased  to  report  that  at  a  focus  group  recently  conducted 
with  our  ADR  customers,  one  participant  stated,  with  concurrence  by  all, 
that  "if  there  wasn't  a  Federal  Mediation  and  Conciliation  Service,  the 
government  would  have  to  create  one."  There  was  consensus  that,  if  the 
government  wants  to  avoid  litigation  and  resolve  disputes  more  amicably, 
in  less  time,  and  most  importantly,  at  less  cost,  then  the  ADR  process 
"is  the  only  way  to  go  and  FMCS  is  the  perfect  provider."  One 
participant  said  that  "If  we  have  to  go  outside  of  FMCS  for  mediators  or 
mediator/facilitator  training,  it  would  kill  us;  we  cannot  and  will  not 
be  able  to  afford  private  companies  and  our  organization  would  have  no 
ADR." 

With  respect  to  our  regulatory  negotiations  services,  one 
participant  said  that  by  utilizing  two  mediators  from  FMCS  to  conduct 
four  meetings  over  a  two  month  period,  his  organization  was  "able  to 
resolve  complex,  contentious  issues,  and  put  the  proposed  rules  into 
effect."  Without  this  procedure,  "because  of  challenges  and  litigation, 
putting  a  rule  into  affect  can  take  one  to  two  years."   The  participant 
could  not  "understand  why  other  agencies,  authorities,  or  departments  do 
not  take  advantage  of  this  process." 

With  the  public  growing  more  intolerant  of  litigation  as  a  means 
of  resolving  conflict  and  of  regulation,  the  demand  for  this  ADR  work 
grows  steadily.   No  funds  have  ever  been  appropriated  for  FMCS 
activities  in  alternative  dispute  resolution.   As  a  result,  FMCS 
performs  this  work  through  interagency  reimbursement  agreements.  In 
Fiscal  year  1996,  FMCS  expects  to  be  involved  in  more  than  60 
alternative  dispute  resolution  programs. 


National  Partnership  Activities 

As  part  of  the  "reinventing  government"  process  initiated  by  Vice 
President  Gore's  National  Performance  Review,  Executive  Order  12871  was 
issued  by  President  Clinton  on  October  1,  1993.   It  created  the  National 
Partnership  Council  with  eleven  members.   As  Director  of  the  FMCS,  I 
serve  as  a  member  of  the  Council.   The  Executive  Order  directed  the 
creation  of  labor-management  partnerships  throughout  the  executive 
branch  of  federal  government. 

During  the  last  year,  FMCS  mediators  have  provided  training  in 
labor-management  cooperation  and  partnership  to  approximately  500 
federal  labor-management  "pairs"  throughout  the  country.   Mediators  are 
continuing  this  training,  as  well  as  providing  facilitation  and 
mediation  services  to  these  parties.   No  funds  have  been  appropriated 
for  this  activity.   We  anticipate  a  level  of  training  and  follow-up 
activity  in  Fiscal  Year  1996  that  is  approximately  the  same  as  Fiscal 
Year  1994. 
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FMCS  Reinvention  Efforts 

In  December  1992,  I  initiated  a  strategic  planning  process  by 
assembling  "The  Mediator  Task  Force  on  the  Future  of  FMCS"  and 
empowering  it  to  make  recommendations  to  me  on  the  agency  mission,  goals 
and  policies  for  the  future  leading  to  the  development  of  a  strategic 
action  plan  by  which  to  achieve  these. 

The  Task  Force  first  examined  some  of  the  major  forces  of  change 
affecting  FMCS  work.   Principal  among  these  were  global  competition, 
technology,  changing  workforce  demographics,  evolving  management  and 
labor  relations,  rising  conflict  in  society,  and  the  rising  use  of 
alternative  dispute  resolution.   The  Task  Force  heard  from  a  variety  of 
customers,  including  representatives  of  labor,  business,  and  government, 
as  well  as  several  academic  experts  and  private  practitioners  who 
compete  with  various  aspects  of  FMCS  work.   Based  on  this  input  and 
their  own  deliberations,  the  Task  Force  identified  areas  for 
improvement.   In  its  Report  issued  in  July  1994,  the  Task  Force 
concluded  that  FMCS  "should  transform  itself  into  a  model  high 
performance  workplace,  which  is  customer-driven  and  strives  for 
continuous  improvement.   It  will  have  to  vigorously  examine  every  aspect 
of  the  way  its  organization  is  structured,  work  is  performed  and 
services  are  delivered."   (Report  at  page  3.)   The  recommendations 
encompassed  agency  work  design,  organizational  structure,  leadership, 
delivery  and  support  systems,  staffing,  selection,  training  and 
professional  development,  evaluation  and  rewards,  internal 
communications  and  external  relationships,  and  FMCS  union-management 
relations. 

After  receipt  of  the  Task  Force's  report,  I  assembled  a  group  to 
develop  a  strategic  action  plan  to  implement  the  vision  for  the  future 
described  by  the  Task  Force.   That  planning  group  assigned  a  number  of 
subjects  (technology,  rewards  and  evaluations,  customer  service/survey, 
resource  clearinghouse,  and  training  and  professional  development)  to 
five  task  committees  composed  of  mediators  and  other  professional  staff 
for  further  study.   Those  task  committees  have  made  their 
recommendations,  and  the  strategic  action  plan,  which  will  be  completed 
within  the  next  few  weeks,  will  outline  goals,  a  strategy  for  achieving 
these  goals,  resource  allocation,  responsibilities,  and  time  lines. 

We  have  made  significant  progress  in  streamlining  our  operations. 
Our  streamlining  plan  entails  a  significant,  overall  reduction  of 
management  level  positions,  a  consolidation  of  departments,  and  a 
flattening  of  the  hierarchy.   To  date,  three  GS-15  positions  will  be 
eliminated  by  retirements,  one  by  resignation,  and  four  more  will  be 
eliminated  by  buyouts  beginning  in  March  1995.   Six  positions  below  GS- 
15  level  have  been  eliminated  by  buyouts.   These  positions  were  both  in 
our  National  Office  and  in  the  field.   We  will  be  reviewing  our  field 
office  structure  for  efficiency  and  effectiveness.   We  have  already 
reduced  our  National  Office  management  structure  by  consolidations  of 
departments.   With  only  one  level  of  supervision  between  the  field 
mediators  and  our  customers  and  the  office  of  the  Director,  our 
flattened  structure  enables  swift  coordination  and  responsive  mediation 
'activity. 

Critical  to  our  restructuring  initiatives  will  be  our  technology 
modernization  plan,  a  functional  assessment  of  every  administrative 
function,  appropriate  work  redesign,  and  strategic  use  of  information 
technology  to  leverage  our  resources  and  streamline  operations. 
We  have  also  established  an  "Efficiency  and  Effectiveness  Committee"  to 
review  Agency  operations. 


Our  Objectives 

To  meet  the  challenges  of  the  upcoming  months  and  years,  to  adjust 
to  the  dramatically  changing  economic  environment,  and  to  adequately 
respond  to  our  customers'  needs,  FMCS  must  hire,  train,  and  retain  the 
most  qualified  workforce  possible.   We  must  provide  our  staff  with  the 
resources  needed  to  accomplish  our  mission — to  improve  the  practice  of 
collective  bargaining  and  to  promote  labor-management  cooperation  and 
conflict  resolution  throughout  the  United  States. 

To  do  this,  we  are  requesting  funding  for  our  regular  programs,  as 
well  as  funding  for  three  principal  initiatives.   The  first  is  for  the 
continuing  education,  training  and  professional  development  of  our 
mediators  to  enable  them  to  upgrade  their  skills  in  preparation  for  the 
21st  century  and  keep  current  with  the  latest  workplace  developments. 
The  second  is  for  technological  improvements  to  enhance  our  efficiency, 
productivity  and  internal  communications.   Our  agency  has  not  yet  been 
able  to  supply  all  of  our  179  mediators  with  computers,  laptops,  or  even 
fax  machines.   We  do  not  yet  have  E-mail.   Scattered  as  they  are  around 
the  nation,  many  in  one  person  stations,  these  mediators  are  at  a 
tremendous  disadvantage  in  this  technological  era.   Third,  is  to  perform 
a  nation-wide  customer  survey.   We  are  therefore  requesting  that  FMCS  be 
provided  with  an  appropriation  level  of  $33,290,000  and  296  full-time 
equivalents  in  Fiscal  Year  1996. 

Mr.  Chairman,  I  will  be  pleased  to  respond  to  any  questions  you  or 
other  members  of  the  Subcommittee  may  have. 
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JOHN  CALHOUN  WELLS 


Appointed  by  President  Clinton  as  the  thirteenth  Director  of 
the  Federal  Mediation  and  Conciliation  Service,  John  Calhoun  Wells 
was  sworn  in  as  Director  on  November  15,  1993.  Prior  to  his 
appointment.  Wells  was  a  consultant  to  firms  and  unions.  He 
assisted  labor  and  management  in  constructing  new  relationships 
based  on  common  ground  and  mutual  self-interests. 

Mr.  Wells  was  the  President  of  the  John  Gray  Institute  in 
Beaumont,  Texas,  from  1988  to  1991.  Between  1987  to  1989,  Wells  was 
a  Senior  Research  Fellow  at  the  John  F.  Kennedy  School  of  Government 
at  Harvard  University.  Wells  served  in  Kentucky  State  government 
from  1979  to  1987  in  the  administrations  of  Governors  John  Y.  Brown, 
Jr.  and  Martha  Layne  Collins.  He  was  the  State's  first  Secretary  of 
Labor.  Early  in  his  career  Wells  served  as  a  Special  Assistant  to 
U.S.  Senator  Wendell  Ford. 

A  native  of  Auxier,  Kentucky,  Wells  holds  a  B.A.  from  the 
University  of  Kentucky,  pursued  graduate  studies  at  McGill 
University,  and  earned  his  M.S.  and  Ph.D.  from  Rutgers  University. 
Wells  has  lectured  extensively  at  colleges  and  universities  around 
the  country  and  is  the  author  of  numerous  publications  dealing  with 
labor-management  relations.  He  was  an  active  member  of  various 
community  and  state  organizations  while  living  in  Kentucky  and 
Texas . 
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STRATEGIC  INFORMATION  PLAN 


Mr.  Bonilla.  Thank  you,  Mr.  Wells. 

It  is  especially  impressive  to  hear  about  your  streamlining  in 
light  of  your  technological  shortfalls  that  have  been  pointed  out 
this  morning.  It  is  remarkable  to  hear  your  testimony  in  that  re- 
gard. 

Mr.  Wells,  you  have  requested  $632,000  to  begin  implementing 
a  strategic  information  plan,  which  you  touched  on  in  your  opening 
remarks.  The  plan  states  that  improved  information  management 
will  result  in  large  savings  in  resources  in  the  future.  That  is  refer- 
ring to  staffing  and  funding.  Could  you  please  elaborate  on  these 
anticipated  savings  for  us,  Mr.  Wells? 

Mr.  Wells.  Yes,  sir.  As  I  indicated  only  25  percent  of  our  medi- 
ators have  access  to  computers.  Fax  machines  are  in  less  than  half 
of  our  offices.  That  requires  us  to  have  more  clerks  and  support 
staff  to  handle  paperwork  which  could  more  easily  be  handled 
through  automation,  if  we  had  that  capacity.  We  presently  don't 
have  an  integrated  information  network  in  FMCS.  Different  parts 
of  the  agency  are  on  different  systems.  They  are  not  compatible. 
That  was  done  before  my  time,  so  I  can't  explain  to  you  why  that 
was  done. 

We  think  it  is  necessary  to  have  a  common  database  to  share  in- 
formation. We  think  that  in  the  long-term  this  will  enable  us  to  re- 
duce employees.  As  I  said,  we  are  already  a  year  ahead  on  our 
FTEs  plan. 

I  would  also  mention  one  other  thing,  Mr.  Chairman,  that  indi- 
cates the  direction  in  which  we  are  heading.  To  my  knowledge, 
FMCS  is  the  only  agency  in  the  Federal  Government  which  has 
eliminated  its  mainframe  computer.  We  have  already  done  that 
and  are  going  to  what  I  call  "souped-up"  PCs.  We  are,  however, 
hardware,  software,  and  training  deficient  in  these  areas. 

Ms.  Durkin.  When  the  draw-down  in  staffing  is  finished,  we  will 
have  a  personnel  savings  of  $2,400,000  per  year.  We  believe  the  in- 
vestment in  technology  now  will  aid  us  in  reducing  personnel  and 
will  produce  long-term  savings  to  the  Government. 

Mr.  Bonilla.  It  is  amazing  that  here  we  are  in  fiscal  year  1995 
and  this  request  has  not  been  made  earlier  and  granted  years  ago 
and  that  we  are  talking  about  this  now. 

Mr.  Wells.  I  concur  with  that  observation,  sir. 

APPROPRIATION  LANGUAGE  CHANGES 

Mr.  Bonilla.  Mr.  Wells,  you  have  requested  appropriations  lan- 
guage changes  to  allow  for  the  recovery  and  retention  of  funding 
in  ADR,  international  activities,  and  other  work  not  covered  under 
appropriated  funding  and  to  permit  reuse  for  up  to  2  years  of  grant 
funding  under  the  Labor/Management  Cooperation  Program. 

Could  you  please  elaborate  on  the  need  for  these  proposed 
changes?  In  light  of  the  fact  that  you  concur  that  we  are  in  a  defi- 
cit-reduction atmosphere  in  Washington,  D.C.,  tell  us  why  these 
funds  should  not  instead  be  used  for  deficit  reduction. 

Mr.  Wells.  Mr.  Chairman,  we  think  our  ADR  work  is  very  im- 
portant work.  We  are  the  only  agency  in  the  Federal  Government 
designated  to  provide  mediation  services  for  alternative  dispute 
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resolution.  It  cuts  down  dramatically  on  costly  litigation.  The  ex- 
ample I  gave  you  of  the  48  Indian  tribes,  HHS,  and  the  Bureau  of 
Indian  Affairs  is  a  very  good  example  of  that. 

We,  however,  have  no  funds  to  do  this  work.  So  since  we  are  tak- 
ing mediators  away  from  their  traditional  duties  and  having  them 
work  on  ADR,  we  think  it  is  only  reasonable  that  we  recoup  those 
costs  from  the  agencies  involved.  This  language  would  give  us  the 
wherewithal  to  do  it. 

We  sought  appropriations  for  this  purpose  at  a  previous  time  and 
were  not  granted  that  language.  So  it  is  our  effort  to  recapture  the 
costs  to  this  agency.  We  do  a  fair  amount  of  work  for  the  State  De- 
partment with  foreign  governments  which  are  attempting  to  sta- 
bilize their  economies  and  attempting  to  use  mediation.  We  are  in- 
volved from  South  Africa  to  Poland  to  Russia. 

We  don't  have  money  for  international  activities.  I  have  made  a 
policy  decision  that  the  only  way  we  can  do  that  is  if  we  are  reim- 
bursed. I  didn't  think  that  FMCS  should  have  to  bear  that  burden. 

We  are  attempting  to  recapture  the  costs  that  come  from  our 
budget  for  which  we  have  no  appropriations. 

Ms.  Durkin.  There  is  a  second  request  for  change  in  the  appro- 
priation language  and  that  is  to  allow  2-year  spending  of  grant 
funds. 

Occasionally,  we  have  grantees  who  do  not  use  all  of  their  fund- 
ing or  for  some  reason  we  do  not  continue  to  fund  them.  We  would 
like  to  recycle  those  funds  to  additional  labor-management  commit- 
tees. The  2-year  grant  funding  would  allow  us  to  do  that. 

Mr.  BONILLA.  Thank  you. 

At  this  time,  I  would  like  to  yield  to  my  friend,  Mr.  Stokes. 

SCHOOL  YARD  MEDIATION 

Mr.  Stokes.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Wells,  let  me  start  with  a  question  about  school  yard  medi- 
ation. 

I  understand  that  FMCS  has  done  some  school  yard  mediation 
throughout  the  United  States.  If  you  have,  what  can  you  tell  us 
about  it? 

Mr.  Wells.  Yes,  sir. 

We  have  done  a  limited  amount  of  school  yard  mediation.  The  es- 
sence of  this  is  that  we  are  called  by  school  districts,  by  school 
teachers  experiencing  violence  and  conflicts  in  their  schools.  We  at- 
tempt to  educate  and  train  school  teachers  and  children  to  handle 
their  problems  and  to  mediate  their  problems  rather  than  resort  to 
violence. 

This  is  a  very  specialized  service  we  provide.  We  have  done  it  in 
the  city  of  Detroit  rather  extensively.  We  have  a  mediator  there, 
Commissioner  Julia  Greer,  who  is  very  active  in  the  community 
and  does  a  lot  of  this  work  on  weekends  and  evenings.  We  have 
done  some  in  the  city  of  Baltimore.  Also,  we  have  done  some  in  the 
Korean  community  in  Los  Angeles. 

The  essence  of  this  is  that  we  try  to  teach  mediation  to  teachers 
and  to  school  children  as  an  option  for  resorting  to  violence. 

Mr.  Stokes.  I  am  actually  glad  to  hear  that.  I  think  that  Mem- 
bers of  Congress  are  increasingly  aware  of  the  fact  that  violence  in 
our  schools  is  becoming  an  extraordinary  national  problem.  There 
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isn't  a  day  that  goes  past  when  you  don't  hear  about  weapons  in 
schools.  Of  course,  we  are  aware  also  of  the  fact  that  the  American 
people  more  and  more  are  beginning  to  believe  in  conflict  resolu- 
tion. 

To  what  degree  can  you  expand  upon  this  type  of  activity  under 
your  budget? 

Mr.  Wells.  To  be  absolutely  straight  with  you,  Congressman,  we 
do  this  as  a  good  neighbor  policy.  We  have  no  statutory  language, 
nor  do  we  have  any  appropriations  to  provide  these  services  to  com- 
munities or  to  public  schools.  We  sought  funding  for  this  from  OMB 
but  weren't  successful  in  this  last  budget  cycle.  So  our  ability  to 
provide  this  service  is  exceedingly  limited. 

It  seems  to  me  that  one  of  the  most  important  contributions  we 
could  make  is  to  teach  teachers  to  be  mediators,  and  then  they  in 
turn  could  teach  this  skill  to  their  students  because  violence  in  the 
schools  is,  as  you  indicate,  a  serious  problem. 

Violence  in  the  work  place  is  likewise  a  serious  problem.  Driving 
to  work  this  morning  I  heard  about  a  terrible  crime  in  Corpus 
Christi.  Five  people  were  killed.  Four  were  murdered  and  then  the 
culprit  killed  himself.  This  was  all  job-related.  So  violence  is  a  ter- 
rible issue  in  our  society. 

Mr.  STOKES.  Post  offices  around  the  country  have  suffered  a  tre- 
mendous amount  of  violence,  including  deaths. 

Mr.  Wells.  I  can  tell  you,  Mr.  Stokes,  that  we  do  this  service, 
but  I  don't  want  to  overstate  it.  It  is  a  handful  of  cases  that  we 
do  because  it  is  not  really  in  our  statute.  You  might  ask,  then  why 
are  you  doing  it  at  all?  My  general  counsel  has  told  me  that  we  can 
do  it  as  a  good  neighbor  if  we  are  requested  by  the  schools. 

In  fact,  there  is  a  school  just  a  block  from  our  national  office.  We 
have  gone  there  to  teach  mediation  skills  to  the  teachers.  I  think 
it  is  an  untapped  resource.  Conflict  resolution  is  an  important  serv- 
ice that  we  can  provide.  Frankly,  we  haven't  done  it  on  a  wide  scale 
at  all,  Mr.  Stokes. 

Mr.  Stokes.  So,  the  bottom  line  is  that  in  order  for  you  to  ex- 
pand on  this  type  of  activity  you  need  both  the  statutory  authority 
and  the  funding.  Is  that  what  you're  saying? 

Mr.  Wells.  Yes,  sir.  Unless  we  continue  to  respond  as  we  are. 

Mr.  Stokes.  You  do,  however,  have  the  people  in  place  who  could 
perform  this  type  of  work,  right? 

Mr.  Wells.  Absolutely.  Although  we  are  a  very  small  agency  in 
numbers,  we  are  strategically  located  in  79  different  locations 
around  this  Nation,  Mr.  Stokes.  We  have  the  people  in  place  who 
have  the  skills.  They  might  require  some  specialized  training,  but 
we  can  do  that  ourselves  because  we  have  a  cadre  of  three  or  four 
of  these  schoolyard  mediators  who  are  world-class. 

Mr.  Stokes.  You  had  mentioned  a  few  places  where  you  are  al- 
ready doing  something. 

Mr.  Wells.  Detroit,  Los  Angeles,  and  Baltimore.  We  have  per- 
formed these  services  in  these  cities. 

Mr.  Stokes.  Are  you  able  to  consider  doing  any  other  pilot  pro- 
grams? 

Mr.  Wells.  Well,  with  the  requisite  resources,  we  certainly  can. 
We  would  be  very  open  to  a  pilot  project  and  working  out  those  de- 
tails. 
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STRATEGIC  ACTION  PLAN 


Mr.  Stokes.  How  is  the  strategic  plan  expected  to  facilitate  the 
Service's  streamlining  initiatives?  What  are  expected  to  be  the 
major  features  of  the  plan?  To  what  extent  are  you  making  it  a 
point  to  obtain  input  and  feedback  from  the  Service's  customers? 

Mr.  Wells.  We  are  undertaking  a  customer  survey,  Mr.  Stokes, 
this  fiscal  year.  I  hope  this  will  be  a  very  sophisticated  survey  ask- 
ing both  the  customers  who  use  our  services  and  those  who  don't 
use  our  services  but  are  eligible  for  them  for  input  and  feedback 
on  how  we  can  be  more  responsive  to  their  needs  and  interests. 

In  terms  of  our  strategic  plan,  we  start  with  goals.  Then  under 
that  we  have  strategies,  which  is  simply  the  method  to  achieve 
those  goals.  Then  we  have  resource  allocation,  which  is  people  and 
money.  Then  responsibilities,  whom  can  I  hold  responsible  on  my 
staff  to  make  sure  things  get  done.  Then  time  lines — things  have 
to  get  done  in  a  very  specific  period  of  time.  And  then  we  imple- 
ment. While  we  are  implementing  we  monitor  and  seek  continuous 
improvement. 

We  are  going  to  be  involved  in  substantive  issues  like  customer 
service,  technology  improvements,  education  and  training  for  our 
mediators,  evaluation  and  rewards.  We  are  taking  a  hard  look  at 
our  performance  appraisal  system.  We  have  to  do  more  internal 
communications,  in  my  judgment.  We  also  have  a  national  office 
partnership  between  the  union  and  our  national  office  here  in 
Washington,  D.C.  and  the  managers. 

And  we  are  really  looking  at  the  delivery  system  to  be  sure  that 
we  are  being  responsive  to  the  needs  of  our  customers. 

Mr.  Stokes.  Thank  you,  Mr.  Wells. 

Thank  you,  Mr.  Chairman. 

Mr.  BONILLA.  Thank  you,  Mr.  Stokes. 

I  have  some  questions  now,  Mr.  Wells,  that  Chairman  Porter 
asked  me  to  ask  you.  He  is  tied  up  right  now  testifying  before  an- 
other committee,  so  we  will  proceed  with  the  Chairman's  questions 
at  this  point. 

MEDIATION  FUNCTIONS  OF  NATIONAL  MEDIATION  BOARD 

Mr.  BONILLA.  As  you  know,  this  Congress  is  committed  to  reduc- 
ing the  Federal  budget  and,  as  a  result,  is  in  the  process  of  identi- 
fying activities  that  can  be  either  eliminated  or  streamlined.  With 
that  in  mind,  it  seems  reasonable  to  ask  why  the  mediation  activi- 
ties associated  with  the  railroad  and  airline  industries  are  housed 
separately  in  the  National  Mediation  Board,  as  opposed  to  in  your 
organization. 

In  your  professional  opinion,  could  the  FMCS  perform  the  medi- 
ation functions  now  performed  by  the  National  Mediation  Board? 

Mr.  Wells.  Mr.  Chairman,  our  mediation  services  are  available 
to  every  sector  of  our  economy,  with  the  exception  of  airlines  and 
railroads.  My  understanding  is  that  these  industries  were  excluded 
because  the  Railway  Labor  Act  preceded  FMCS  in  1926. 

I  want  to  be  very  circumspect  here  and  not  look  like  I  am  at- 
tempting to  grow  our  agency  by  taking  over  the  responsibilities  of 
others.  Can  we  perform  that  mediation  service?  Of  course  we  can. 
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We  can  mediate  anything  from  a  dog  fight  to  a  complex  ADR.  Yes, 
we  can  perform  that  service. 

I  want  to  be  very  clear  that  I  am  not  searching  for  that  new  re- 
sponsibility. But  if  in  the  wisdom  of  the  Congress  they  would  see 
fit  to  give  us  additional  responsibilities,  we  could  do  it  with  the  ca- 
veat of  the  extra  FTEs  to  do  that  work  and  requisite  funding. 

Mr.  Bonilla.  Mr.  Wells,  has  this  proposal  been  seriously  consid- 
ered as  part  of  the  Reinventing  Government  effort  or  National  Per- 
formance Review  exercises? 

Mr.  Wells.  Mr.  Chairman,  I  can't  respond  to  that,  quite  frankly. 
I  have  personally  had  no  discussions  along  those  lines  with  the  Na- 
tional Mediation  Board. 

Mr.  Bonilla.  If  this  committee  were  to  provide  no  funding  for 
the  National  Mediation  Board  mediation  activities,  how  much  ini- 
tial funding  would  the  FMCS  need  to  make  the  transition  to  per- 
forming all  the  NMB's  mediation  functions? 

Mr.  Wells.  Mr.  Chairman,  I  am  reluctant  to  speak  when  I  am 
without  knowledge.  I  don't  even  know  the  amount  of  their  budget. 
I  simply  know  that  they  have  board  members  and  15  mediators. 
Would  it  be  possible  to  get  back  to  you  with  a  response? 

Mr.  Bonilla.  I  think  the  Chairman  would  appreciate  that  be- 
cause we  want  to  leave  the  option  open  for  him  to  perhaps  elabo- 
rating on  these  questions  for  more  elaborative  answers  on  your 
part. 

Mr.  Wells.  I  just  don't  have  the  facts  to  speak  knowledgeably  to 
you  about  that. 

Mr.  Bonilla.  I  understand.  So  the  Chairman  may  in  fact  follow 
up  on  some  of  these  questions  for  the  record. 

Mr.  Wells.  Yes,  sir. 

[The  information  follows:] 

Without  a  thorough  study  of  caseload,  supervisory  responsibilities,  and  adminis- 
trative requirements,  it  is  impossible  to  say  with  certainty  how  much  funding  would 
be  needed  for  the  Federal  Mediation  and  Conciliation  Service  to  assume  the  medi- 
ation functions  of  the  National  Mediation  Board.  We  do  know  that  the  National  Me- 
diation Board  expects  to  obligate  $5,700,000  for  mediation  activities  in  Fiscal  Year 
1996.  In  no  event  would  we  require  more.  Further,  it  is  probable  that  we  could  pro- 
vide these  mediation  services  for  a  lesser  cost.  Because  FMCS  has  a  field  structure 
in  place  with  skilled  mediators  in  79  locations,  we  do  not  believe  that  there  would 
be  large-scale  transition  costs. 

MEDIATION  CASELOAD 

Mr.  Bonilla.  Mr.  Wells,  what  is  the  average  number  of  cases 
carried  by  each  mediator  at  the  FMCS? 

Mr.  Wells.  Our  average  number  is  44.7.  It  is  33  cases  in  con- 
tract negotiations  and  about  12  for  preventive  mediation.  So  it  is 
almost  45  per  mediator. 

Mr.  Bonilla.  In  your  professional  opinion,  is  there  any  reason 
why  the  mediators  at  the  NMB  could  not  or  should  not  be  under- 
taking similar  caseloads? 

Mr.  Wells.  I  am  not  familiar  with  their  caseload.  My  under- 
standing is  that  they  do  not  have  a  caseload  of  that  magnitude.  But 
again,  I  would  be  uncomfortable  commenting  because  I  don't  have 
enough  personal  knowledge,  Mr.  Chairman. 

Mr.  Bonilla.  Again,  the  Chairman  may  follow  up  with  questions 
for  the  record  on  that. 
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Mr.  Wells.  Of  course. 
[The  information  follows: 


FMCS  mediators  close  an  average  of  33  active  dispute  mediation  cases  and  12 
preventive  mediation  cases  per  year,  for  a  total  of  45  cases  per  year.  However,  I  do 
not  consider  myself  competent  to  make  a  judgment  as  to  an  appropriate  caseload 
for  NMB  mediators.  Staff  have  advised  me  that  differences  in  case  activity  at  the 
two  agencies  may  be  due  in  part  to  differences  in  the  statutory  schemes,  such  as 
the  inability  of  the  parties  under  the  Railway  Labor  Act  to  strike  or  take  unilateral 
action  until  the  NMB  releases  the  parties  from  mediation.  Disputes  under  the  Rail- 
way Labor  Act  can  be  very  protracted,  sometimes  extending  a  year  or  more.  This, 
in  turn,  may  affect  differences  in  caseload  between  the  two  agencies. 

NUMBER  OF  MEDIATORS 

Mr.  Bonilla.  In  your  professional  opinion,  Mr.  Wells,  could  the 
FMCS  perform  the  NMB  mediation  activity  with  fewer  mediators 
than  are  currently  employed  at  the  NMB? 

Mr.  Wells.  Could  I  also  plead  ignorance  there?  Honestly,  to 
speak  on  the  record  with  confidence,  Mr.  Chairman,  I  would  have 
to  see  the  data.  I  will  say  that  one  of  our  mediators  from  Portland, 
Oregon  is  one  of  their  Members  right  now  and  a  former  chairman 
of  NMB  was  Director  of  FMCS  during  the  Reagan  Administration. 
So  there  has  been  considerable  cross-fertilization.  But  I  personally 
do  not  have  enough  knowledge  to  answer  you  intelligently.  I  would 
be  pleased  to  inform  myself  on  these  issues  and  work  with  the 
chairman  or  the  staff,  however  you  would  direct. 

[The  information  follows:] 

Without  a  comprehensive  analysis  of  the  National  Mediation  Board's  case  activity 
and  the  requirements  of  the  Board's  mediation  work  and  representation  case  duties, 
it  is  difficult  to  estimate  how  many  mediators  would  be  required.  Certainly,  we 
would  require  no  more  than  currently  employed  by  NMB.  Further,  since  we  would 
not  be  performing  the  representation  case  responsibility,  fewer  should  be  needed.  In 
addition,  we  believe  that  the  FMCS  district  offices  and  79  field  locations  and  our 
flat  organizational  structure  produce  an  extremely  effective  and  efficient  delivery 
system  so  that,  in  all  likelihood,  we  would  not  need  an  equivalent  number  of  medi- 
ators. Exactly  how  many  fewer  would  be  required,  I  cannot  state  at  this  time  with- 
out further  study. 

NATIONAL  MEDIATION  BOARD  STUDY 

Mr.  Bonilla.  We  have  a  couple  of  other  questions  related  to  the 
same  area.  You  can  see  where  the  Chairman  is  coming  from  here. 

If  this  committee  were  to  ask  you  to  coordinate  a  study  of  wheth- 
er the  NMB  mediation  activities  could  be  performed  by  FMCS  and 
whether  the  NMB  representational  activities  could  be  performed  by 
the  National  Labor  Relations  Board,  would  you  be  able  to  conduct 
such  a  study,  Mr.  Wells? 

Mr.  Wells.  If  the  Chairman  would  ask  me  to  conduct  such  a 
study,  clearly  I  would  be  willing  to  undertake  it,  with  the  caveat 
that  sufficient  resources  be  available  because  I  have  no  idea  what 
the  Chairman  has  in  mind  in  terms  of  a  study. 

[The  information  follows:] 

We  believe  that  a  comprehensive  study  of  the  question  of  assumption  of  mediation 
responsibilities  from  the  National  Mediation  Board  should  include  an  analysis  of 
workload,  staffing,  and  administrative  functions,  as  well  as  a  review  of  legal  issues 
and  input  from  the  labor-management  parties  in  the  airline  and  railroad  industries. 

Mr.  Bonilla.  And  with  that  in  mind,  the  next  question  relates 
to  how  long  it  could  possibly  take  to  complete  such  a  study. 
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Mr.  Wells.  Could  I  suggest,  Mr.  Chairman,  that  these  are  issues 

I  would  be  happy  to  work  out  in  detail,  but  I  think  we  would  have 
to  have  some  clarity.  I  would  be  happy  to  work  with  staff  on  what 
exactly  is  desired,  what  the  time  frames  would  be,  and  how  to  go 
about  this.  I  know  a  little  bit  about  studies.  I  used  to  be  an  aca- 
demic before  I  got  bored  with  that  line  of  work,  so  I  understand 
how  to  do  this  work.  But  I  would  ask  for  very  clear  direction  from 
the  committee  as  to  what  its  requirements  are,  so  that  we  can  re- 
spond accordingly. 

STREAMLINING 

Mr.  Bonilla.  Very  good,  Mr.  Wells.  I  am  sure  the  Chairman 
would  understand  completely  and  would  want  to  do  that  for  you  be- 
fore moving  ahead  in  this  area. 

Mr.  Wells,  your  budget  justification  indicates  that  one  of  your 
primary  objectives  for  the  coming  fiscal  year  is  the  implementation 
of  the  recommendations  of  the  Mediator  Task  Force  on  the  Future 
of  FMCS  and  the  Strategic  Action  Plan. 

Could  you  please  summarize  for  the  committee  some  of  the  spe- 
cific actions  you  anticipate  undertaking  and  how  they  relate  to  the 
overall  goal  to  streamline  the  Federal  Government? 

Mr.  Wells.  In  terms  of  streamlining,  I  am  very  pleased  to  be 
able  to  say  that  there  are  only  three  levels  between  the  field  medi- 
ators and  me.  There  is  the  field  mediator,  a  district  director,  then 
my  office  with  the  deputy  director.  So  we  are  a  flat  organization. 
Heretofore,  there  was  also  a  regional  office  between  the  district  of- 
fices and  the  national  office.  We  have  cut  that  out. 

In  our  national  office  in  terms  of  streamlining,  we  have  reduced 

II  departments  to  five.  So  we  have  done  a  fair  amount  of  stream- 
lining. Rather  than  have  11  individuals  and  11  departments  report- 
ing to  the  director,  now  there  are  only  five. 

STRATEGIC  ACTION  PLAN 

In  terms  of  our  strategic  action  plan,  we  are  focusing  on  becom- 
ing a  full  service  agency.  That  means  that  we  expect  our  mediators 
by  the  year  2000  to  have  the  ability  to  perform  all  services  for  the 
public,  from  initial  contract  to  contract  administration  to  renegoti- 
ation of  those  contracts,  and  to  deliver  the  broad  array  of  continu- 
ous improvement  processes  which  are  emerging  in  the  private  sec- 
tor. They  will  be  skilled  in  partnering  processes,  new  ways  of  bar- 
gaining together,  cooperative  enterprises,  efforts  to  achieve  win-win 
outcomes  so  that  corporations  will  be  more  competitive  and  work- 
ers will  have  improved  employment  security. 

We  are  going  to  be  involved  in  work  redesign,  looking  at  the  way 
we  perform  work  at  FMCS.  I  have  talked  about  the  changes  we 
have  made  in  organizational  structure  in  the  national  office  al- 
ready. We  are  also  going  to  reexamine  the  field  structure  to  see  if 
there  are  ways  to  improve  its  efficiency  and  also  its  effectiveness, 
as  well  as  staffing,  the  necessity  of  reducing  our  staff,  the  selection 
of  mediators,  hiring  criteria  are  being  tightened,  and  performance 
appraisal.  I  am  a  rigorous  grader  and  we  have  high  expectations 
of  our  people.  Just  2  weeks  ago,  we  had  a  major  overhaul  of  our 
performance  appraisal  and  made  it  more  demanding. 
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So  these  are  what  we  are  attempting  to  do.  If  I  can  synthesize, 
we  hope  to  be  a  full  service  agency  serving  the  labor/management 
community  of  the  United  States,  helping  them  in  all  their  labor/ 
management  processes.  To  do  that,  we  have  to  have  what  we  call 
360-degree  mediators,  people  who  are  multi-skilled.  That  is  why  we 
need  funds  for  education  and  training.  We  want  to  be  sure  that  ev- 
eryone is  up  to  speed  on  the  processes  which  are  emerging  in  the 
work  place,  such  as  total  quality  management.  We  don't  have  the 
capacity,  Mr.  Chairman,  to  train  and  educate  people  in  TQM.  That 
hasn't  been  part  of  our  portfolio  in  the  past.  In  my  judgment,  if  we 
are  going  to  be  a  value  added  contributor  to  American  industry  and 
American  workers,  that  ought  to  be  something  we  can  do  in  the  fu- 
ture. 

Mr.  Bonilla.  At  this  time,  I  would  be  pleased  to  yield  to  Mr. 
Stokes  for  any  additional  questions. 

BASEBALL  STRIKE 

Mr.  Stokes.  Thank  you,  Mr.  Chairman.  I  have  just  a  couple  of 
additional  questions. 

Mr.  Wells,  would  it  be  a  fair  question  if  I  were  to  ask  you  why 
your  efforts  on  behalf  of  the  baseball  strike  did  not  work? 

Mr.  Wells.  Yes,  sir,  that  would  be  a  fair  question. 

I  spent  3  arduous  weeks  personally  involved  in  that.  Neither  side 
was  willing  to  compromise.  It  was  a  very  challenging  assignment, 
Congressman  Stokes,  and  you  see  the  results.  Now  they  are  play- 
ing but  they  still  haven't  worked  out  the  basic  differences  that 
caused  this  rupture  in  the  first  place. 

Mr.  Stokes.  What  is  going  to  happen  with  a  stalemate  like  this? 

Mr.  Wells.  My  experience  is  that  baseball  is  probably  the  most 
adversarial  industry  in  labor/management  relations  in  America 
today.  Last  August,  when  I  was  involved,  there  had  been  eight 
strikes  or  lock-outs  in  23  years.  That  makes  teamsters  and  coal 
miners  sound  like  pussy  cats.  It  is  extraordinary.  The  depth  of  ani- 
mosity and  the  level  of  distrust  cannot  be  overstated. 

It  is  unfortunate.  It  is  a  sad  situation.  These  are  good  and  decent 
people  on  both  sides.  But  they  have  great  difficulty  in  working  to- 
gether. 

Mr.  Stokes.  You  have  a  lot  of  rich  people  sitting  on  each  side, 
too. 

Mr.  Wells.  Yes,  I  think  you  are  correct.  There  are  substantial 
amounts  of  money  involved. 

WORKLOAD 

Mr.  Stokes.  According  to  the  congressional  justification,  the 
number  and  type  of  mediation  cases  closed  remain  relatively  flat, 
staying  around  24,800  for  the  period  of  fiscal  years  1990  to  1993. 
Then  a  decline  was  experienced  in  fiscal  year  1994.  The  figure  for 
that  year  is  about  22,435.  Do  you  expect  that  we  are  entering  a 
downward  trend? 

Mr.  Wells.  We  see  two  phenomena  taking  place,  Congressman. 
We  see  a  reduction  in  our  dispute  mediation  or  contract  mediation 
work.  We  have  about  a  14  to  15  percent  reduction  in  the  last  5 
years  in  active  cases  in  traditional  contract  negotiations.  This  is  oc- 
curring because  there  are  fewer  bargaining  units,  and  because  in- 
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creasingly  companies  and  unions  are  striking  deals  for  longer  peri- 
ods of  time.  Rather  than  have  a  contract  for  2  or  3  years,  they  have 
a  contract  for  5,  6,  8,  or  10  years. 

Philip  Morris  and  its  seven  unions  just  signed  a  contract  until 
the  year  2003.  Southwest  Airlines  and  the  airline  pilots  signed  a 
contract  for  10  years.  So  the  duration  of  the  contracts  is  increasing. 
Therefore,  you  don't  have  as  many  contracts  coming  up. 

However,  as  that  part  of  our  work  is  diminishing,  another  part 
of  our  work  is  exploding.  That  is  preventative  mediation,  the  coop- 
erative work  place  relationship  work  we  do.  That  has  increased  33 
percent  this  past  year.  So  while  we  experienced  a  decrease  of  about 
6  percent  in  dispute  mediation  last  year,  we  had  a  33  percent  in- 
crease in  our  preventive  mediation.  I  think  this  is  symptomatic  of 
what  is  happening  with  American  industry  and  American  unions. 
They  have  decided  that  a  brawl  is  not  the  way  to  stay  in  business. 
If  a  company  wants  profits  and  if  a  worker  wants  a  job,  they  must 
investigate  and  learn  new  ways  of  working  together.  That  is  where 
we  come  in.  We  can  help  train  them  and  skill  them  in  these  new 
processes. 

CONTRACT  ISSUES 

Mr.  Stokes.  I  was  also  interested  in  looking  at  the  justifications, 
it  says  that  in  addition  to  job  security  and  health  care,  productiv- 
ity, product  quality,  and  quality  of  work  life  are  among  the  signifi- 
cant issues  in  todays  disputes. 

How  are  such  issues  assessed  and  resolved? 

Mr.  Wells.  Often,  they  are  resolved  with  great  difficulty.  Gen- 
eral Motors  and  the  Auto  Workers  have  experienced  a  number  of 
difficult  strikes — not  long  in  duration  but  affecting  thousands  and 
thousands  of  people. 

My  understanding  is  that  quality  of  work  life  issues  drove  those 
work  stoppages.  Aii  example  is  overtime,  people  working  long 
hours.  Health  care  is  at  issue  everywhere.  With  increasing  costs, 
employers  are  reluctant  to  assume  the  full  cost  and  are  attempting 
to  persuade  the  unions  and  their  employees  to  share  that  burden. 
So  this,  in  turn,  has  led  to  disputes  and  to  friction  in  the  work 
place. 

It  is  tough  out  there,  Mr.  Stokes.  Making  it  in  the  real  world  and 
making  a  profit  is  not  easy  for  American  employers,  and  the  de- 
mands to  be  competitive  are  not  easy  for  American  workers,  either. 
It  is  very  difficult. 

COMPETITIVENESS 

As  I  indicated,  before  I  took  this  job,  I  was  in  the  private  sector 
helping  companies  and  unions  transform  their  relationships.  It  is 
very  difficult.  We  are  talking  about  a  break  with  history,  tradition, 
and  customs.  Change  comes  slowly.  But  I  think  it  is  absolutely  es- 
sential that  these  changes  come  about  because  we  have  to  be  com- 
petitive if  we  are  going  to  be  able  to  compete  worldwide  and  main- 
tain our  jobs  and  our  economic  system. 

Mr.  Stokes.  That  is  true  even  at  a  time  like  this  when  we  are 
having  a  relatively  good  economic  outlook  nationwide? 

Mr.  Wells.  I  don't  know  an  alternative,  Congressman.  I  think 
the  secret  is  working  together. 
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Let  me  give  you  an  example.  I  will  use  myself  and  our  agency. 

When  I  took  over,  I  talked  to  people.  During  my  first  week  in  of- 
fice, I  went  to  two  of  our  nine  districts  and  spent  a  day  talking  to 
mediators.  I  introduced  myself  in  10  to  15  minutes  and  then  I  just 
listened.  I  asked  them  to  talk  to  me.  I  was  a  former  customer  be- 
cause I  had  worked  with  mediators  in  my  native  Kentucky  and 
then  in  my  adopted  State  of  Texas.  So  I  knew  the  agency,  but  I 
asked  them  to  explain  to  me  what  their  needs  were.  "How  can  I 
create  a  situation  where  you  can  be  a  better  employee?"  "How  can 
you  do  a  better  job?" 

Then  I  did  the  same  thing  with  the  national  office  staff.  When 
I  created  this  Mediator  Task  Force  on  the  Future  of  FMCS  in  the 
first  30  days,  I  had  a  lot  of  ideas  of  my  own  about  what  needed 
to  be  done,  but  I  thought  the  way  to  really  get  something  done  was 
to  talk  to  employees  who  have  experience,  employees  who  have 
been  there,  employees  who  have  worked  in  the  marketplace. 

I  will  tell  you  that  the  ideas  that  these  mediators  developed  were 
far  superior  to  the  ideas  which  I  had  myself.  What  I  am  trying  to 
suggest  is  that  as  companies  try  to  readjust  to  competition  from  all 
over  the  world,  as  workers  try  to  readjust  to  the  changes  that  are 
being  requested  of  them,  I  think  it  is  absolutely  essential  that  both 
sides  focus  on  common  ground  and  common  sense  to  work  out  their 
differences,  recognizing  that  the  enemy  is  not  at  home.  If  there  is 
an  enemy,  it  is  those  who  would  take  our  jobs  and  take  our  re- 
sources. We  all  need  to  learn  to  work  together  in  a  new  and  dif- 
ferent and  better  way,  sir. 

CONCLUDING  REMARKS 

Mr.  Stokes.  Mr.  Wells,  you  have  been  a  good  witness.  I  appre- 
ciate your  testimony. 

Mr.  Chairman,  you  have  been  very  generous  with  your  time  and 
I  appreciate  it. 

Mr.  Bonilla.  Thank  you,  Mr.  Stokes. 

Mr.  Wells,  we  appreciate  your  testimony.  As  Mr.  Stokes  said,  you 
have  been  a  good  and  helpful  witness  today  and  we  look  forward 
to  working  with  you  as  we  work  on  next  year's  budget.  Come  and 
see  us  again. 

Mr.  Wells.  Thank  you  very  much,  Mr.  Chairman  and  Congress- 
man Stokes.  I  appreciate  the  good  questions  you  asked  of  us. 

Mr.  Bonilla.  The  committee  now  stands  in  recess  until  2:00  p.m. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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INCREASE  REQUESTED  FOR  FY  1996 

Mr.  Porter:  Your  budget  requests  a  6.2%  increase  over  Fiscal  Year  1995. 
I  am  sure  that  you  are  aware  that  we  are  in  the  midst  of  downsizing  and 
streamlining  the  Federal  government  in  order  to  bring  the  Federal  deficit 
under  control.  With  that  in  mind,  could  you  tell  me  which  activities 
would  you  not  be  able  to  undertake  if  this  Committee  is  unable  to  fund 
your  requested  increase? 

Mr.  Wells:  The  6.2%  increase  requested  for  Fiscal  Year  1996  is  meant  to 
cover  increased  costs,  including  pay  raises,  and  fund  three  important 
initiatives.  These  initiatives  are  the  Strategic  Information  Plan,  which 
will  provide  much  needed  technological  improvements,  training  and 
education  for  the  mediator  staff,  and  a  customer  survey  to  ascertain  ways 
in  which  FMCS  can  improve  services.  If  the  increase  requested  is  not 
approved,  FMCS  will  have  to  reduce  staffing  and  programs  below  anticipated 
levels  and  these  critical  initiatives  will  not  be  undertaken.  Without  the 
requested  funding,  I  believe  that  service  to  the  labor-management 
community  will  suffer. 

UNOBLIGATED  BALANCES 

Mr.  Porter:  For  the  past  several  years,  you  have  carried  over  unobligated 
balances  that  equal  roughly  10%  of  your  appropriations.  What  is  the 
source  of  these  funds,  and  what  prevents  you  from  obligating  them  within 
the  fiscal  year? 

Mr.  Wells:  FMCS  had  an  unobligated  balance  in  Fiscal  Year  1994  of 
$29,000,  which  is  approximately  one-tenth  of  one  percent  of  appropriated 
funding.  For  the  last  several  years  FMCS  has  had  an  unobligated  balance 
of  approximately  one-tenth  of  one  percent. 

Our  Congressional  budget  justification  on  page  25  shows  figures  for 
"Unobligated  balance,  start  of  year"  and  "Unobligated  balance,  end-of- 
year."  These  captions  are  incorrect  and  contain  typographical  errors. 
They  should  read  "Obligated  balance,  start  of  year"  and  "Obligated 
balance,  end-of-year. "  The  figures  following  the  captions,  approximately 
$3,000,000,  represent  funds  obligated  in  one  year  which  are  outlayed  in 
subsequent  year(s).  Obligations  carried  from  one  fiscal  year  into  the 
next  are  for  such  things  as  payroll  and  travel  expenses  incurred  at  the 
end  of  the  fiscal  year  but  not  outlayed. 

Mr.  Porter:  What  effect  would  it  have  on  the  FMCS  if  it  were  required  to 
return  all  unobligated  balances  to  the  Treasury  for  deficit  reduction? 

Mr.  Wells:  If  FMCS  were  required  to  return  its  unobligated  balance, 
approximately  $29,000,  to  the  Treasury  for  deficit  reduction,  there  would 
be  little  impact  on  the  Service's  ability  to  meet  its  legislative  mandate. 

CONSOLIDATION  OF  OFFICES 

Mr.  Porter:  You  currently  operate  9  district  offices.  In  your  efforts  to 
streamline,  have  you  considered  consolidating  some  of  these  offices? 

Mr.  Wells:  As  part  of  our  annual  review  of  case  activity,  geographical 
distribution  of  cases  is  reviewed,  and  the  configuration  of  district  and 
field  office  boundaries  is  analyzed.  In  addition,  we  are  currently 
analyzing  our  entire  operational  structure  against  the  highest  standards 
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of  efficiency  and  effectiveness.  Over  this  summer,  we  will  be  focusing  on 
our  field  structure  to  consider  whether  improvements  can  be  made  in  the 
delivery  of  our  services.  After  intensive  analysis,  we  may  make  changes 
in  the  field  structure  that  we  conclude  will  meet  the  standards  of 
efficiency  and  effectiveness.  We  currently  have  vacancies  in  two  of  our 
nine  district  director  positions.  Acting  directors  are  serving  in  those 
positions  and,  until  this  review  is  completed,  we  do  not  intend  to  fill 
those  vacancies. 


WORKLOAD 


Mr.  Porter:  Please  provide  for  the  record  a  listing  of  the  locations  and 
regions  covered  by  each  district  office,  as  well  as  a  summary  of  the 
workload  of  each  district  office  for  the  most  recent  fiscal  year  for  which 
you  have  complete  data.  Specifically,  could  you  list  the  dispute 
mediation  workload,  preventive  mediation  and  public  information  and 
education  activities  workload,  arbitration  activity  workload,  and 
alternative  dispute  resolution  activity  workload. 


Mr.  Wells: 
follows: 


A  listing  of  locations  covered  by  each  of  our  district  offices 


District  1 
Connecticut 
Maine 

Massachusetts 
New  Hampshire 


New  Jersey  (northern)     Vermont 
New  York  US  Virgin 

Puerto  Rico 
Rhode  Island 


District  2 

Delaware 

Dist  of  Columbia 

Maryland 


New  Jersey  (southern) 
Ohio  (partial) 
Pennsylvania 


Virginia  (northern) 
West  Virginia 


District  3 

Alabama 

Arkansas 

Florida 

Georgia 


Louisiana 
Mississippi 
North  Carolina 
South  Carolina 


Tennessee 

Virginia  (southern) 


Michigan  (all 
except  Upper 
Peninsula) 


Ohio  (all  except 
six  counties) 


District  5 
Illinois  (northern 

two-thirds) 
Indiana  (northern 

two-thirds) 


Michigan  (Upper 

Peninsula) 
Wisconsin  (eastern 

two-thirds) 


District  6 

Iowa 

Minnesota 


Nebraska 
North  Dakota 


South  Dakota 
Wisconsin  (western) 


District  7 
Illinois  (southern) 


Indiana 
Kansas 


(southern) 


Kentucky 

Ohio  (southwestern) 

Oklahoma 


District  8 

Arizona 

California  (southern) 


Hawaii 

Nevada  (2  counties) 


New  Mexico 

Pacific  Territories 
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District  9 

Alaska  Idaho  Oregon 

California  (northern)     Montana  Utah 

Colorado  Nevada  (except  2  Washington 

counties) 


A  summary  of  workload  by  district  for  Fiscal  Year  1994  follows.  It  should 
be  noted  that  arbitration  work  is  performed  in  Washington,  DC  by  the 
Office  of  Arbitration  Services,  not  by  the  districts.  In  Fiscal  Year 
1994,  FMCS  issued  31,610  panels  of  arbitrators. 


Type  of 
Activity 

Dl 

D2 

D3 

Dispute 
Mediation 

881 

863 

485 

Preventive 
Mediation 

240 

292 

217 

Alternative 
Dispute 
Resolution* 

29 

30 

25 

D6 

D7 

D8 

D9 

592 

663 

564 

603 

180 

188 

303 

259 

16     6     8     10 
*  ADR  cases  assigned  to  mediators,  not  ADR  projects. 


WORK  STOPPAGES 

Mr.  Porter:  The  goal  of  your  programs  is  to  minimize  work  stoppages.  Can 
you  estimate  the  number  of  work  stoppages  that  the  FMCS  has  prevented  over 
the  past  year?  Specifically,  I  am  referring  to  instances  in  which  strikes 
were  imminent,  but  as  a  result  of  your  intervention,  they  did  not  occur. 

Mr.  Wells:  Estimating  the  number  of  strikes  which  were  averted  due  to  the 
intervention  of  mediators  is  difficult  because  in  contract  bargaining 
there  may  be  several  reasons  which  motivate  the  parties  to  reach  agreement 
without  a  strike.  Economic  pressures,  competition,  and  political 
pressures  all  may  influence  the  parties  in  addition  to  the  persuasive 
powers  of  our  mediators.  However,  without  sounding  self-serving,  I  feel 
confident  in  suggesting  that  our  mediators'  efforts  were  a  significant 
factor  in  averting  work  stoppages  in  many  cases.  We  do  know  that  of  all 
active  cases  handled  by  mediators  in  Fiscal  Year  1994,  more  than  92%  were 
settled  without  a  work  stoppage.  And,  of  course,  active  mediation  usually 
occurs  in  the  more  difficult  negotiations.  Moreover,  as  we  pointed  out  in 
our  written  testimony,  at  a  recent  focus  group  we  conducted,  one  labor 
participant  estimated  that  without  the  mediation  efforts  of  the  FMCS,  work 
stoppage  incidence  would  be  over  30  per  cent. 

ALTERNATIVE  DISPUTE  RESOLUTION 

Mr.  Porter:  I  understand  that  the  agencies  reimburse  you  for  all  costs 
associated  with  ADR  except  for  initial  consultation.  How  much  do  those 
initial  consultations  cost? 

Mr.  Wells:   Consultation  costs  vary  from  year  to  year  and  from  project  to 

project,  and  records  are  not  maintained  for  hours  and  expenses  devoted  to 

these  activities.  However,  a  rough  estimate  of  the  cost  of  this  work  is 
$20,000-$40,000  per  year. 
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Mr.  Porter:  How  many  FTE  are  involved  in  ADR  activities  and  are  they 
reimbursed? 

Mr.  Wells:  We  estimate  that  5-6  FTEs  are  utilized  for  ADR  work,  and  we 
receive  reimbursement  for  all  activities  except  initial  consultation. 

LABOR-MANAGEMENT  COOPERATION  PROGRAM 

Mr.  Porter:  Could  you  please  tell  me  how  Labor-Management  Cooperation 
Grant  Program  funds  are  used  by  Labor-Management  Committees? 

Mr.  Wells:  Federal  funding  for  labor-management  committees  enables  these 
committees  to  survive  for  at  least  one  year.  It  pays  their  expenses  so 
that  they  can  focus  their  energies,  not  on  fund-raising,  but  rather  on  the 
substantive  issues  of  improving  economic  competitiveness  and  employment 
security.  Federal  funds  are  used  primarily  for  staff  salaries,  office 
rent,  telephone  and  other  utility  bills,  travel  by  staff  or  committee 
members,  consultant  fees  for  training  or  special  studies,  speaker  fees, 
supplies,  printing,  and  audits. 

Mr.  Porter:   Can  these  Committees  form  without  Federal  financial  support? 

Mr.  Wells:  Some  committees  are  established  without  Federal  financial 
support,  but  we  know  of  no  other  comparable  source  of  funding,  whether 
private  or  public,  to  support  labor-management  cooperative  activities  in 
the  interests  of  economic  competitiveness,  organizational  effectiveness, 
employment  security,  and  improved  workplace  relations.  In  most  cases, 
committees  formed  without  federal  financial  support  spend  a  great  deal  of 
time  and  energy  seeking  funding  sources,  rather  than  focusing  on  their 
goals  and  objectives.  They  also  accomplish  less  due  to  the  lack  of 
funding  for  staff  or  travel  or  consultants  to  assist  their  efforts.  Our 
data  indicates  that  about  three-fourths  of  the  committees  that  received 
our  Federal  support  continue  to  exist  today  on  non-Federal  finances. 

Mr.  Porter:  Do  your  preventive  mediation  activities  foster  the 
development  of  similar  committees? 

Mr.  Wells:  Our  preventive  mediation  services  most  definitely  foster  the 
development  of  similar  committees.  Indeed,  that  is  one  key  focus  of  our 
preventive  mediation  program.  Since  our  grants  program  can  only  fund  nine 
to  ten  committees  a  year,  our  preventive  mediation  program  helps  to 
promote  labor-management  cooperation  and  collaborative  activities  of  all 
sorts  and  to  diffuse  innovative  workplace  strategies  on  a  broader  scale. 
Technical  assistance  and  training  is  provided  to  the  parties  rather  than 
financial  assistance.  Aside  from  those  committees  which  have  also 
received  financial  assistance  from  the  grants  program,  the  committees 
fostered  by  our  preventive  mediation  program  must  look  elsewhere  for 
financial  assistance. 


ARBITRATION 

Mr.  Porter:  According  to  your  budget  justification,  "National  labor 
policy  favors  the  settlement  of  disputes  arising  under  collective 
bargaining  agreements  by  arbitration,  which  is  far  less  disruptive  than 
work  stoppages  and  faster  and  less  costly  than  litigation."  I  note  that 
you  have  a  roster  of  over  1,700  private  arbitrators  who  are  qualified  to 
hear  and  decide  labor  questions,  but  only  12  FTE  devoted  to  this  activity. 
Could  you  please  describe  what  arbitration  activities  your  staff  handles, 
and  what  is  handled  by  the  private  arbitrators? 


Mr.  Wells:  FMCS  mediators  and  other  staff  do  not  arbitrate  cases. 
Private  arbitrators,  on  a  roster  maintained  by  the  FMCS  and  paid  by  the 
labor-management  parties,  arbitrate  cases. 

The  Office  of  Arbitration  Services  of  FMCS  has  three  major  functions.  The 
first  is  maintenance  of  a  roster  of  qualified  arbitrators.  Staff  are 
responsible  for  processing  applications  for  admission  to  the  roster, 
updating  arbitrator  biographical  information  for  submission  to  the 
parties,  and  otherwise  handling  communications  with  arbitrators  on  the 
roster.  To  assist  with  this  process,  we  have  an  Arbitrator  Review  Board. 
This  Board  consists  of  FMCS  employees,  including  the  manager  of  the  Office 
of  Arbitration  Services,  one  district  director,  two  mediators,  and  the 
special  assistant  to  the  Director.  The  duties  of  the  Board  include  (1) 
review  of  qualifications  of  all  applicants  for  listing  on  the  roster,  (2) 
review  of  the  status  of  all  persons  whose  continued  eligibility  for 
listing  on  the  roster  has  been  questioned,  and  (3)  making  recommendations 
to  the  Director  regarding  acceptance  or  rejection  of  applicants  for 
listing  on  the  roster  or  regarding  withdrawal  of  listing  on  the  roster. 

The  second  function  of  Arbitration  Services  is  the  submission  of  panels  of 
arbitrators  to  parties  to  collective  bargaining  agreements.  FMCS  has  a 
computerized  system  which  enables  staff  to  comply  with  labor-management 
parties'  requests  for  panels  of  arbitrators  by  either  submitting  a 
randomly  selected  panel  from  the  geographic  area  of  the  dispute  or  by 
selecting  a  tailored  panel. 

The  third  function  is  the  appointment  of  arbitrators  after  their  selection 
by  the  labor-management  parties. 

In  addition  to  the  three  major  functions,  FMCS  provides  arbitration 
services  under  the  Postal  Reorganization  Act  and  the  health  care 
amendments  to  the  National  Labor  Relations  Act. 

Once  the  labor-management  parties  have  selected  an  arbitrator  in  a  case, 
the  arbitrator  meets  with  them,  hears  arguments,  makes  a  decision,  and 
issues  a  report.  Costs  incurred  by  arbitrators  are  paid  by  the  labor- 
management  parties. 

Mr.  Porter:  The  FMCS  has  always  maintained  that  their  government  charter 
gives  them  the  independence  and  therefore  credibility  to  win  the 
confidence  of  both  sides  in  disputes.  But,  if  most  disputes  can  be 
settled  by  private  arbitrators  mutually  chosen  by  opposing  sides,  how 
credible  is  the  FMCS  argument? 

Mr.  Wells:  FMCS  provides  both  mediation  and  arbitration  services  to  the. 
labor-management  community.  The  work  of  mediators  and  arbitrators  is 
entirely  different.  Mediation  is  a  voluntary,  consensual  process, 
designed  to  facilitate  negotiations  and  resolve  disputes.  It  is  conducted 
by  a  mediator,  whose  role  is  to  assist  the  parties  in  reaching  a 
negotiated  settlement.  The  mediator  does  this  by  helping  the  parties 
identify  the  issues,  evaluate  the  strengths  and  weaknesses  of  their 
positions  and  find  areas  of  agreement.  FMCS  mediators  assist  labor- 
management  parties  in  their  collective  bargaining  negotiations  with  a  goal 
of  their  reaching  an  agreement.  Mediators  have  no  power  to  decide  a 
dispute  or  impose  a  settlement  on  the  parties.  A  dispute  can  only  be 
resolved  through  mediation  with  the  consent  of  the  parties.  The  only 
power  which  the  mediator  has  is  the  power  of  persuasion. 

By  contrast,  arbitration  is  a  quasi  judicial  process;  arbitrators  have  the 
power  to  decide  disputes  arising  under  collective  bargaining  agreements  by 
issuing  final  and  binding  decisions.  -,  Arbitration  is  a  creature  of 
contract,  usually  the  last  step  of  a  grievance  resolution  procedure 
mutually  agreed  to  by  the  parties  (grievance  arbitration) .  Arbitration  is 
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occasionally  used  to  decide  or  impose  a  collective  bargaining  agreement 
when  negotiations  and/or  mediation  efforts  fail  (interest  arbitration), 
but  that  is  not  the  norm  today.  It  is  used  only  where  the  parties  have 
mutually  agreed  to  the  process  or  where  it  is  required  by  statute  (e.g., 
Postal  Reorganization  Act) . 

Since  mediators  have  no  power  other  than  the  power  of  persuasion,  their 
effectiveness  in  facilitating  agreement  between  the  parties  turns  in  large 
part  on  their  independence,  neutrality  and  therefore  credibility  to  win 
and  maintain  the  confidence  of  both  sides  in  disputes.  Unlike  the 
arbitrator,  the  mediator  is  not  brought  in  to  decide  the  dispute  or  to 
rule  for  one  party  or  the  other.  The  mediator  throughout  the  process  must 
remain  neutral  and  independent.  While  the  arbitrator  must  be  unbiased,  he 
must  ultimately  decide  a  case  arising  under  the  contract  for  one  party  or 
the  other. 

Another  difference  between  the  two  processes  is  that  arbitrators  are 
"hired"  by  the  parties  for  a  discrete  purpose — to  decide  their  dispute. 
The  arbitrator  holds  a  hearing,  considers  the  evidence  presented  and 
arguments  made,  and  then  issues  a  decision  which  is  final  and  binding  on 
the  parties,  subject  to  a  very  limited  right  of  judicial  review. 
Mediation  by  its  very  nature  can  be  open  ended.  It  can  continue  as  long 
as  it  takes  for  the  parties  to  reach  agreement,  or  it  can  end 
unsuccessfully  without  the  parties  having  settled  their  differences. 

Critical  to  this  distinction  is  the  issue  of  cost.  Private  arbitrators 
are  paid  by  the  parties — who  contract  with  the  arbitrator  for  a  finite 
process  and  a  defined  end  result.  If  the  parties  had  to  resort  to  private 
mediators  the  cost,  factor  could  be  so  prohibitive  as  to  make  it  out  of 
the  reach  of  many  small  and  financially  weak  businesses  and  labor 
organizations.  While  the  parties  are,  of  course,  free  to  use  the  services 
of  a  private  mediator,  most  do  not  choose  that  option.  Not  too  many  "mom 
and  pop"  firms  could  afford,  for  example,  to  pay  William  Usery  the  $4  000 
per  day  paid  to  him  by  the  major  league  baseball  players  union  and  owners. 
The  bulk  of  FMCS  mediation  business  is  with  small  or  medium  sized 
employers  and  labor  organizations  with  limited  financial  resources.  For 
them,  FMCS  mediation  is  a  tremendous  public  service;  they  rely  on  the 
independence  of  those  mediators,  deriving  from  their  federal  government 
charter,  and  if  only  one  party  was  able  to  pay  the  cost,  the  mediator's 
neutrality  would  be  compromised. 

Even  beyond  the  issue  of  cost,  the  perception  of  impartiality  deriving 
from  federal  government  mediation  appears  to  be  important  to  the  labor- 
management  community.  At  focus  groups  recently  conducted  by  the  agency, 
the  question  was  posed  to  our  labor-management  customers  whether  FMCS 
mediation  could  be  done  by  private  sector  practitioners.  Uniformly,  these 
customers  expressed  concern  that  the  perception  of  FMCS  as  a  neutral  and 
impartial  agency  be  maintained  and  supported.  One  said  that  the  parties 
are  already  in  a  fight  and  need  FMCS  as  the  third-party  neutral  to  help 
solve  the  dispute.  One  characterized  FMCS  as  the  "only  game  in  town"  and 
said  that  without  this  agency  there  would  be  a  large  vacuum.  Some  stated 
that  FMCS  is  especially  beneficial  to  smaller  companies  which  may  lack  a 
human  resources  function  and  that  the  elimination  or  privatization  of 
these  services  would  be  a  mistake.  They  said  that  impartiality  would  be 
the  casualty  if  our  services  were  outsourced  or  privatized.  They  urged  the 
FMCS  Director  to  fight  to  maintain  the  neutrality  image  of  the  Service. 

NATIONAL  PARTNERSHIP  COUNCIL 

Mr.  Porter:  Last  year  you  testified  about  your  involvement  in  the 
National  Partnership  Council.  Could  you  please  bring  us  up  to  date  on  the 
activities  of  the  Council  and  your  involvement  with  it? 
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Mr.  Wells:  In  July  1993,  FMCS  participated  with  the  National  Performance 
Review  in  the  formulation  of  recommendations  for  reform  of  the  Federal 
labor-management  relations  program.  In  October  1993,  the  President  issued 
Executive  Order  12871  which  incorporated  many  of  the  reform 
recommendations.  The  Director  of  FMCS  was  appointed  a  member  of  the 
eleven-member  National  Partnership  Council,  whose  charge  is  to 
institutionalize  labor-management  partnerships  in  Federal  agencies  for  the 
purpose  of  achieving  the  National  Performance  Review  goal  of  creating  a 
government  that  "works  better  and  costs  less." 

FMCS  began  a  large-scale  training  effort,  along  with  the  Federal  Labor 
Relations  Authority,  the  Office  of  Personnel  Management,  and  the 
Department  of  Labor's  Office  of  the  American  Workplace.  This  initial 
phase  involved  familiarizing  the  parties  with  partnerships  or  cooperative 
labor-management  relationships  and  the  skills  involved  in  carrying  them 
out.  This  phase  soon  gave  way  to  a  wider  demand  for  specific  training  in 
the  skills  necessary  to  achieve  and  maintain  successful  partnerships. 

FMCS  has  conducted  over  500  partnership  training  activities  in  the  last 
fiscal  year  and  expects  to  equal  or  exceed  that  number  in  Fiscal  Year 
1995.  These  activities  have  ranged  from  introduction  to  partnership  to 
three-day  off-site  Relationships  by  Objectives  training  for  seriously 
dysfunctional  relationships  and  interest-based  bargaining  for  more  mature 
relationships.  A  recent  survey  by  the  National  Partnership  Council 
indicates  that  in  the  Executive  Branch,  23%  of  all  bargaining  units 
participate  in  partnership  councils.  In  terms  of  employees,  55%  of 
bargaining  unit  employees  are  in  organizations  which  have  partnership 
councils  and  53%  of  the  employees  are  in  organizations  which  have 
partnership  agreements. 

FMCS  is  looking  for  ways  to  leverage  existing  training  resources  by 
training  trainers  and  facilitators  inside  agencies  so  they  can  become 
self-sustaining  and  less  reliant  on  outside  sources. 

Our  performance  in  federal  sector  partnerships  complements  our  private 
sector  work.  FMCS  has  for  years  engaged  in  preventive  mediation  and 
promoted  labor-management  cooperation  in  the  private  sector.  These 
efforts,  unfortunately,  are  conducted  on  a  case-by-case  basis.  The 
opportunity  provided  by  the  federal  partnerships  allows  us  to  assist  in  a 
wholesale  organizational  change  effort  which,  if  successful,  could  become 
the  model  for  change  in  the  private  sector. 

DISPUTE  ISSUES 

Mr.  Stokes:  To  what  extent  has  organizational  downsizing  contributed  to 
the  Service's  workload? 

Mr.  Wells:  To  the  extent  that  the  question  refers  to  downsizing  in  the 
federal  government,  the  answer  is  that  the  streamlining  initiatives  have 
resulted  in  fewer  mediators  handling  on  average  a  higher  workload.  While 
our  dispute  mediation  caseload  has  declined  in  the  last  several  years,  at 
the  same  time  our  preventive  mediation  work  has  significantly  increased. 

To  the  extent  that  the  question  refers  to  corporate  downsizing,  the  answer 
is  that  all  organizational  change  efforts,  including  downsizing,  create 
difficult  and  sometimes  contentious  issues  between  labor  and  management — 
for  one,  job  security  for  workers.  These  issues  can  arise  during  the 
life  of  collective  bargaining  agreements  as  well  as  at  the  bargaining 
table  at  contract  expiration  time.  These  issues  affect  both  the  dispute 
and  preventive  mediation  work  performed  by  our  mediators .  While  there  may 
be  fewer  dispute  cases,  many  of  these  can  be  extremely  hard  to  resolve. 
Interest  among  the  parties  in  preventive  mediation  services  is  also  on  the 
increase  as  more  employers  and  unions  are  jointly  looking  for  ways  to 
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improve  profits,  economic  competitiveness,  and  employment  security. 

HOUSING 

Mr.  Stokes:  On  page  60  of  the  Congressional  justification,  the  Service  is 
currently  convening  and  facilitating  a  regulatory  negotiation  project 
involving  subsidies  paid  on  housing  projects  with  vacant  units. 
Specifically,  what  is  the  focus  of  this  initiative? 

Mr.  Wells:  The  regulatory  negotiations  facilitated  by  two  FMCS  mediators 
for  the  Department  of  Housing  and  Urban  Development  involved  proposed 
changes  in  the  Vacancy  Rule,  .part  of  the  performance-based  funding  method 
used  by  HUD  in  the  distribution  of  $2.6  billion  in  short  and  long-term 
subsidies  to  public  and  Indian  housing  authorities. 

In  1991,  HUD  proposed  a  major  revision  in  the  funding  system,  but  Congress 
passed  legislation  preventing  further  changes  until  the  issues  were 
submitted  to  a  negotiated  rulemaking  process,  to  bring  those  who  will  be 
affected  by  the  revisions  into  the  drafting  process. 

We  are  pleased  to  report  that  the  thirteen  parties  to  the  negotiations 
reached  consensus  on  those  issues  last  week,  and  the  proposed  changes  will 
now  be  published  in  the  Federal  Register  as  required  by  the  Administrative 
Procedure  Act.  Typically,  the  regulatory  negotiation  process  can  take  six 
to  twelve  months,  especially  in  matters  as  complex  as  funding  formulae. 
However,  this  case  was  completed  in  only  two  meetings  of  the  negotiating 
committee;  the  first  lasting  three  days  and  the  second  two  days. 

The  committee's  tentative  agreement  maintains  the  basic  principles  of  the 
performance  funding  system,  but  changes  the  way  of  dealing  with  subsidies 
for  vacant  units  and  units  under  an  approved  modernization  program. 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 

FISCAL  YEAR  1996  APPROPRIATION  REQUEST 

EXECUTIVE  SUMMARY 

This  document  contains  the  Federal  Mediation  and 
Conciliation  Service's  (FMCS)  Fiscal  Year  1996  appropriation 
request.  It  details  recent  accomplishments,  outlines 
objectives  for  Fiscal  Year  1996,  and  provides  information  on 
the  resources  needed  to  achieve  them. 

FMCS  has  undertaken  an  extensive  review  of  itself  through 
an  internal  "reinvention  process,"  and  a  brief  description  of 
this  analysis  is  critical  to  the  discussion  of  budget  and 
staffing  needs: 

Mediator  Task  Force  on  the  Future  of  FMCS 

In  early  1994,  the  Mediator  Task  Force  on  the  Future  of 
FMCS  was  created.  Members  of  this  Task  Force  were  chosen  in 
a  collaborative  process  by  the  agency  leadership  and  are 
believed  to  be  "among  the  best  thinkers  and  doers"  in  the 
agency.  They  were  asked  to  thoroughly  review  trends  and 
changes  in  our  national  environment,  economy,  and  workplaces 
with  emphasis  on  substantive  factors  affecting  our  traditional 
customers,  unions  and  businesses  in  the  organized  sector  of 
the  economy,  as  well  as  our  increasing  Alternative  Dispute 
Resolution  constituency.  The  Task  Force  began  work  with 
presentations  by,  and  discussion  with,  leaders  from  labor, 
management,  academia,  and  government.  Following  this  process, 
Task  Force  members  were  asked  to  develop  substantive 
recommendations  for  the  future  of  FMCS. 

In  June  1994,  the  Task  Force  issued  recommendations 
which  included  a  set  of  core  competencies  that  Task  Force 
members  believe  will  be  vital  to  the  Service  and  to  mediators 
in  the  future  so  that  FMCS  may  better  serve  its  customers. 

The  Task  Force  recommendations  were  forwarded  to  a 
smaller  policy  action  team  which  analyzed  the  recommendations 
with  the  assistance  of  additional  task  groups  of  employees. 
The  initial  Strategic  Action  Plan  was  completed  in  early 
February  1995.  Elements  of  the  Plan  support  the  mission  of 
the  Service  and  contain  a  statement  of  vision,  goals  and 
objectives,  a  strategy  for  achieving  them,  resource 
requirements,  responsibility  assignments,  timelines  for 
completion  of  tasks,  and  a  methodology  for  evaluation  for 
continuous  improvement. 

The  core  competencies  outlined  in  the  report  of  the  Task 
Force  will  serve  as  the  basis  for  FMCS  performance  measurement 
standards,  and  progress  toward  achievement  of  these  core 
competencies  will  be  measured  and  analyzed. 
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Objectives  for  Fiscal  Year  1996 

Goals  for  the  Service  in  Fiscal  Year  1996  are  reflected 
in  this  budget  document.   They  can  be  summarized  simply: 

-  Significant  implementation  of  the  recommendations  of  the 
Mediator  Task  Force  on  the  Future  of  FMCS  and  the  Strategic 
Action  Plan 

Establishment  of  a  national  infrastructure  of  labor- 
management  committees  through  continuation  of  the  Labor- 
Management  Cooperation  Program 

Implementation  of  a  Strategic  Information  Plan 

Continuous  improvement  of  the  professional  skills  of 
the  mediator  workforce  through  real-world  education 
and  training 

Federal  Mediation  and  Conciliation  Service  programs  are 
designed  to  improve  this  country's  conflict  resolution  and 
collective  bargaining  processes,  all  to  improve  our  Nation's 
ability  to  compete  in  the  international  marketplace.  Through 
Dispute  Mediation,  mediators  avert  and  minimize  work 
stoppages.  Through  Preventive  Mediation,  mediators  assist  in 
changing  and  improving  long-term  labor-management 
relationships.  Through  Arbitration  Services,  FMCS  staff 
fosters  improved  labor  contract  administration  and  helps 
minimize  litigation.  Through  the  Labor-Management  Cooperation 
Program,  joint  labor-management  activities  are  promoted,  and 
through  Alternative  Dispute  Resolution,  FMCS  helps  to  improve 
federal  regulatory  procedures  and  relationships  between 
government  and  the  public  and  reduces  litigation  costs. 

To  meet  the  challenges  of  the  future,  the  Service  will 
continue  its  work  on  implementation  of  the  Strategic  Action 
Plan  and  strive  to  hire,  train,  and  retain  the  most  qualified 
workforce  possible.  Staff  must  be  given  the  resources  needed 
to  carry  out  the  mission  FMCS  is  entrusted  to  promote — 
industrial  peace  in  the  United  States. 

The  Federal  Mediation  and  Conciliation  Service  is  the 
premier  conflict  resolution  agency  in  the  world. 
Traditionally,  it  has  served  the  labor-management  community 
and  continues  to  do  so.  However,  with  growing  societal 
demands  for  alternative  dispute  resolution  procedures  to 
counter  community  violence  and  reduce  litigation  costs,  FMCS 
ADR  programs  outside  of  the  labor-management  arena  continue  to 
expand  significantly. 
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FMCS  will  continue  to  do  its  part,  through  programs 
outlined  in  this  submission,  to  enhance  the  Nation's 
productivity,  economic  performance,  and  competitiveness,  and 
to  foster  peaceful  methods  of  conflict  resolution. 

To  meet  the  challenges  facing  FMCS,  a  full-time 
equivalent  level  of  296  and  an  appropriation  of  $33,290,000 
are  requested. 


448 


FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 

MISSION  STATEMENT 


Promoting  the  development  of  sound  and  stable  labor- 
management  re lat  ionsh  ips , 

Preventing  or  minimizing  work  stoppages  by  assisting 
labor  and  management  to  settle  their  disputes  through 
mediation, 

Advocating  collective  bargaining,  mediation  and  voluntary 
arbitration  as  the  preferred  process  for  settling  issues 
between  employers  and  representatives  of  employees, 

Developing  the  art,  science  and  practice  of  conflict 
resolution, 

And  fostering  the  establishment  and  maintenance  of 
constructive  joint  processes  to  improve  labor-management 
relationships,  employment  security  and  organizational 
effectiveness. 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 
SALARIES  AND  EXPENSES 

TITLE  HI—FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 
SALARIES  AND  EXPENSES 


For  expenses  necessary  for  the  Federal  Mediation  and 
Conciliation  Service  to  carry  out  the  functions  vested  in  it 
by  the  Labor  Management  Relations  Act,  1947  (29  U.S.C. 
171-180,  182-183),  including  hire  of  passenger  motor 
vehicles;  [and  for  expenses  necessary  for  the  Labor- 
Management  Cooperation  Act  of  1978  (29  U.S.C.  175a);]  and 
for  expenses  necessary  for  the  Service  to  carry  out  the 
functions  vested  in  it  by  the  Civil  Service  Reform  Act, 
Public  Law  95-454  (5  U.S.C.  chapter  71),  [$31,344,000] 
$33,290,000;  including  $1.500.000.  to  remain  available 
through  September  30.  1997.  for  activities  authorized  bv  the 
Labor  Management  Cooperation  Act  of  1978  (29  U.S.C.  175a) : 
Provided.  That  notwithstanding  31  U.S.C.  3302.  fees  charged 
for  special  training  activities  up  to  full-cost  recovery 
shall  be  credited  to  and  merged  with  this  account,  and  shall 
remain  available  until  expended.    (Departments  of  Labor. 

Health and Human  Services,   and  Education,   and  Related 

Agencies  Appropriations  Act.  1995.) 
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CHANGES  IN  APPROPRIATION  LANGUAGE 

The  Federal  Mediation  and  Conciliation  Service  (FMCS)  is 
requesting  appropriation  language  changes  for  two  purposes: 

—  to  allow  for  the  recovery  and  retention  of  funding  in 
Alternative  Dispute  Resolution  projects,  International 
Activities,  and  other  work  not  covered  under  appropriated 
funding. 

—  to  permit  reuse  for  up  to  two  years  of  grant  funding  under 
the  Labor-Management  Cooperation  Program.   Occasionally 
grantees  are  unable  to  use  all  funding  provided  under  this 
Program.   The  new  appropriation  language  allows  FMCS  to 
recover  unused  funds  and  issue  additional  grants  to  other 
qualified  grantees. 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 

BUDGET  ESTIMATES  FOR  FISCAL  YEAR  1996 

SALARIES  AND  EXPENSES.  FEDERAL  MEDIATION  AND  CONCILIATION 
SERVICE  (FMCS) .  STATUTORY  AND  OTHER  LEGAL  AUTHORITIES 

The  Federal  Mediation  and  Conciliation  Service  was 
established  by  Title  II  of  the  Labor  Management  Relations  Act 
(Taft-Hartley)  in  1947  as  an  independent  agency  whose  major 
mission  was  to  prevent  and  minimize  labor-management  disputes 
affecting  interstate  commerce  by  providing  mediation, 
conciliation,  and  voluntary  arbitration.  All  mediation  and 
conciliation  functions  of  the  Secretary  of  Labor  and  the 
United  States  Conciliation  Service  were  transferred  to  FMCS  at 
that  time.  This  mission  includes  both  the  private  and  public 
sectors,  except  for  the  railroad  and  airline  industries,  which 
are  covered  by  the  Railway  Labor  Act  and  the  National 
Mediation  Board. 

In  1978,  the  Civil  Service  Reform  Act  directed  FMCS  to 
assist  with  dispute  resolution  in  federal  sector  labor 
disputes.  The  Labor  Management  Cooperation  Act  amended  the 
Taft-Hartley  Act  in  1978  and  authorized  and  directed  FMCS  to 
encourage  labor-management  cooperative  activities.  It  also 
authorized  the  issuance  of  grants  to  support  joint  labor- 
management  activities  conducted  by  plant,  area,  public  sector, 
and  industry-wide  committees. 

In  1990,  the  agency  was  authorized  by  the  Alternative 
Dispute  Resolution  Act  and  the  Negotiated  Rulemaking  Act  to 
assist  other  federal  agencies  in  resolving  disputes  arising 
out  of  grants,  contracts,  licenses,  or  other  agency 
administrative  actions  and  to  assist  in  the  process  of 
negotiated  rulemaking. 

The  National  Performance  Review,  conducted  by  Vice 
President  Gore,  recommended  creation  of  the  National 
Partnership  Council  to  promote  the  formation  of  labor- 
management  partnerships  in  the  Federal  government  as  a  way  of 
reforming  government.  On  October  1,  1993,  the  President 
issued  Executive  Order  12871  directing  the  formation  of  the 
Council  and  naming  the  Director  of  Federal  Mediation  and 
Conciliation  Service  as  one  of  its  eleven  principal  members. 
Guidance  on  the  Executive  Order  directed  Federal  agencies  to 
provide  systematic  training  of  federal  employees  in  Alternate 
Dispute  Resolution  technigues  and  interest-based  bargaining 
approaches  and  named  FMCS  a  training  source.  FMCS  has  made 
its  mediation  and  other  services  available  to  Federal  sector 
parties  in  an  effort  to  avoid  costly  litigation  and  time- 
wasting  adversarial  disputes.  This  training  of  Federal 
employees  in  government  agencies  has  had  a  substantial  impact 
on  the  workload  of  the  Service. 
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Over  the  years,  Congress  and  the  Executive  Branch  have 
authorized  FMCS  to  perforin  a  variety  of  dispute  resolution 
functions  as  well  as  to  assist  in  the  improvement  of  labor- 
relations  relationships.  Specific  statutory  and  other 
authorities  which  authorize  agency  programs  are  described 
below. 

I.  The  Labor-Manaaement  Relations  Act  of  1947 

(Public  Law  80-101.  29  U.S.C.  Sec.  173)  directs  the 
Service  to  prevent  or  minimize  interruptions  of  the 
free  flow  of  commerce  growing  out  of  labor  disputes 
by  helping  the  parties  settle  such  disputes  through 
mediation.  Parties  are  required  to  notify  the 
Service  30  days  prior  to  a  contract  termination  or 
modification  date  so  that  mediation  services  may  be 
proffered. 

The  Act  establishes  a  special  procedure  for 
threatened  or  actual  strikes  which  in  the  opinion 
of  the  President  imperil  the  national  health  or 
safety.   In  such  a  situation,  the  President  may 
appoint  a  board  of  inquiry  to  ascertain  the  facts 
with  respect  to  the  dispute.   After  receipt  of  the 
report,  the  President  may  seek  to  enjoin  the  strike 
for  not  more  than  80  days,  and  a  court  may  do  so 
if  it  finds  that  the  threatened  or  actual  strike 
or  lockout  affects  a  substantial  part  or  all  of 
an  industry  and  would  imperil  the  national 
health  or  safety. 

II.   The  Health  Care  Amendments  of  1974  (Public  Law 
93-360.  29  U.S.C.  Sec.  158(d)  (amending  the 
National  Labor  Relations  Act)  include  special 
responsibilities  to  prevent  or  minimize  work 
stoppages  in  the  health  care  industry.   In 
the  case  of  this  industry,  FMCS  must  be 
notified  60  days  before  the  contract  termination 
date.   A  30-day  notice  is  reguired  in  initial 
bargaining  situations.   If,  in  the  opinion  of  the 
Director,  a  strike  is  threatened  which  would 
interrupt  the  delivery  of  health  care  in  a 
locality,  the  Director  may  appoint  a  board  of 
inguiry  (29  U.S.C.  Section  183).   The  board  has  15 
days  within  which  to  operate  and  file  its  report  and 
recommendations;  parties  must  maintain  the  status 
quo  for  15  days  thereafter  while  further 
negotiations  and  mediation  take  place.  The  parties 
are  reguired  to  cooperate  in  any  mediation  efforts 
by  FMCS. 
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The  Civil  Service  Reform  Act  of  1978  (Public  Law 
95-454.  5  U.S.C.  Sec.  7119)  directs  the  Service 
to  provide  mediation  assistance  in  disputes  arising 
from  negotiations  between  Federal  agencies  and  the 
exclusive  representatives  of  their  employees. 

The  Postal  Reorganization  Act  of  1970  (Public  Law 
91-375.  39  U.S.C.  Sec.  1207)  requires  the  Service 
to  establish  fact-finding  panels  and  arbitration 
boards  if  disputes  between  the  Postal  Service  and 
the  exclusive  representatives  of  its  employees  are 
not  resolved  prior  to  certain  statutory  deadlines. 

Presidential  Statement.  March  24.  1953.  The  Atomic 
Energy  Labor-Management  Relations  Panel  was 
established  within  the  Service  in  March  1953,  by 
President  Eisenhower,  in  order  to  ensure  the 
uninterrupted  functioning  of  the  Atomic  Energy 
Program  without  strikes  or  lockouts  due  to  labor- 
management  disputes.   This  Panel  was  moved  to  the 
Atomic  Energy  Commission  in  March  1956  but  was 
returned  to  FMCS  under  President  Carter  in  April 
1980  and  renamed  the  Energy  Labor  Management 
Relations  Panel  (ELMRP) . 

Executive  Order  11374.  dated  October  11.  1967. 
transferred  the  responsibilities  of  the  Missile 
Sites  Labor  Commission  (created  by  Executive 
Order  10946)  to  FMCS. 

The  Federal  Insecticide.  Fungicide  and  Rodenticide 
Act  of  1978  (Public  Law  95-396.  7  U.S.C.  136a(an 
requires  the  Service  to  provide  for  the  appointment 
of  arbitrators  to  decide  disputes  concerning  compen- 
sation for  the  use  or  development  of  pesticide 
registration  data. 

The  Labor  Management  Cooperation  Act  of  1978  (Public 
Law  95-524.  29  U.S.C.  175a)  amended  Sections  175  and 
302  of  the  Labor  Management  Relations  Act  and 
authorizes  and  directs  the  Service  to  encourage  and 
support  the  establishment  and  operation  of  joint 
labor-management  activities  conducted  by  plant, 
area,  and  industry-wide  committees  designed  to 
improve  labor-management  relationships,  job 
security,  and  organizational  effectiveness.  The  Act 
authorizes  the  Service  to  provide  grant  funds  to 
assist  in  the  establishment  and  operation  of  labor- 
management  committees. 
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The  Negotiated  Rulemaking  Act  of  1990  (Public  Law 
101-648)  authorizes  agencies  to  use  the  process  of 
negotiation  in  formulating  proposed  regulations.  By 
convening  all  interested  parties  and  assisting  these 
parties  to  reach  a  consensus  on  the  proposed  rule, 
difficult  and  complex  regulations  can  be  formulated 
and  post  issuance  litigation  minimized.  Under  this 
Act  the  Administrative  Conference  of  the  United 
States,  in  consultation  with  FMCS,  maintains  a 
roster  of  individuals  who  have  acted  as,  or  are 
interested  in  serving  as,  conveners  or  facilitators 
in  negotiated  rulemaking.   FMCS  itself  may  assist 
agencies  in  the  negotiated  rulemaking  process  by 
providing  training  and  FMCS  facilitators. 

The  Administrative  Dispute  Resolution  Act  (Public 
Law  101-552)  5  U.S.C.  571.  et  seg.  authorizes 
agencies  to  use  a  variety  of  settlement  procedures 
in  order  to  avoid  the  time  and  expense  of 
litigation.   The  Act  covers  disputes  arising 
out  of  grants,  contracts,  licenses  or  other 
agency  administrative  actions.   The  Administrative 
Conference  of  the  United  States,  in  consultation 
with  FMCS,  maintains  a  roster  of  neutrals  to  provide 
assistance.    FMCS  itself  assists  other  Federal 
agencies  in  resolution  of  administrative  disputes 
by  training  persons  in  skills  and  procedures  and  by 
furnishing  FMCS  personnel  to  serve  as  neutrals. 

The  U.S.  Code  of  Federal  Regulations  at  45  CFR 
90.43 .  issued  by  the  Department  of  Health  and  Human 
Services,  implementing  its  authority  under  the 
Age  Discrimination  Act  of  1975.  42  U.S.C.  6101  et 
seq. ,  authorizes  the  Service  to  provide  mediation 
assistance  for  the  resolution  of  age  discrimination 
charges. 

The  Civil  Rights  Act  of  1991  (Public  Law  102-166) . 
Title  III,  Section  307,  authorizes  FMCS  to 
recommend  to  the  Director  of  the  Office  of  Fair 
Employment  Practices  of  the  U.S.  Senate,  persons 
to  serve  on  a  board  of  three  independent  hearing 
officers.   Such  boards  are  empowered  to  decide 
complaints  of  employees  of  the  U.S.  Senate. 

Executive  Order  12871.  dated  October  1.  1993. 
established  the  National  Partnership  Council  in 
the  federal  sector  to  foster  a  new  form  of  labor- 
management  relations  throughout  the  executive  branch 
and  promote  the  principles  and  recommendations 
of  the  National  Performance  Review.  The  Director  of 
FMCS  serves  as  a  member  of  this  Council.   A 
major  goal  is  to  form  labor-management  partner- 
ships in  the  federal  government. 
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PROGRAM  STRUCTURE 

I.   Mediation  Services 

A.   Dispute  Mediation 


Dispute  mediation  is  the  process  through  which  the 
Service  provides  assistance,  when  needed,  in  the 
negotiation  or  renegotiation  of  collective  bar- 
gaining agreements.   It  is  the  function  in  support 
of  which  the  Service  has  historically  expended 
the  majority  of  its  resources. 

1.  Private  Sector.   Dispute  mediation  in  the 
private  sector  is  provided  in  the  negotiation 
of  collective  bargaining  contracts  whenever 
disputes  threaten  to  cause  a  substantial 
interruption  of  interstate  commerce  or  a 
major  impairment  of  the  national  defense. 

2.  Public  Sector.   Dispute  mediation  in  the 
public  sector  is  comprised  of  federal  sector 
bargaining  and  state  and  local  sector 
bargaining.   In  the  Federal  Sector,  the 
Service  is  responsible  for  providing  mediation 
and  conciliation  facilities  to  federal 
agencies  and  labor  organizations  in  the 
resolution  of  negotiation  disputes. 

In  the  State  and  Local  Sectors,  the  Service: 

Encourages  development  of  independent 
dispute  resolution  capability  by  state, 
county,  and  municipal  governments. 

Provides  on  request  direct  mediation  assis- 
tance in  order  to  aid  in  the  resolution  of 
significant  disputes  involving  state  and 
local  jurisdictions. 

3.  Health  Care  Industry.   The  Service,  under 
responsibilities  defined  in  Public  Law  93-360, 
provides  assistance  in  dispute  mediation  in 
the  negotiation  or  renegotiation  of  collective 
bargaining  contracts  involving  health  care 
institutions. 
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The  Service  is  also  responsible  for  discre- 
tionary use  of  the  board-of- inquiry  procedures 
in  health  care  industry  disputes  when  a  work 
stoppage  may  interfere  with  the  delivery  of 
health  care  services  to  a  particular 
community.   Such  procedures  require  findings 
of  fact  and  recommendations  within  a  statutory 
limitation  of  15  days.   This  requirement,  that 
the  Director  of  the  Service  consider  the  use 
of  a  board  of  inquiry  in  each  health  care 
dispute,  implies  that  the  Service  must  enter 
every  health  care  dispute.   As  a  result, 
these  are  the  only  cases  involving  mandatory 
mediation  for  which  the  Service  has  juris- 
diction. 

4.   Postal  Service.   The  Service  establishes  fact- 
finding panels  and  arbitration  boards  if 
disputes  between  the  Postal  Service  and  the 
exclusive  representatives  of  its  employees  are 
not  resolved  prior  to  statutory  deadlines. 

B.   Preventive  Mediation 

Since  its  inception,  and  as  a  logical  extension  of 
its  dispute  mediation,  the  Service  has  performed 
preventive  mediation  work.    These  efforts 
consist  of  processes  to  assist  labor  and 
management  in  reducing  misunderstandings  and  non- 
productive conflict,  and  to  improve  communications 
and  problem-solving  techniques. 

Preventive  mediation  addresses  two  key  elements  of 
the  FMCS  Mission  Statement: 

Promoting  the  development  of  sound  and  stable 
labor-management  relationships;  and 

Fostering  the  establishment  and  maintenance 
of  constructive  joint  processes  to  improve 
labor-management  relationships,  employment 
security,  and  organizational  effectiveness. 

The  objectives  are  to  create  during  the  life  of  an 
agreement  a  working  relationship  conducive  to 
effective  administration  of  labor  agreements, 
joint  solving  of  problems  injurious  the  labor- 
management  relationship,  peaceful  settlement  of 
subsequent  labor  agreements,  as  well  as  enhanced 
profitability  for  firms  and  employment  security 
for  workers.   Thus,  preventive  mediation  can  be 
likened  to  preventive  medicine  in  the  health  care 
area  or  to  preventive  maintenance  in  technical/ 
mechanical  fields. 
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Federal  mediators  utilize  a  variety  of  approaches 
in  diagnosing  problem  situations  and  recommending 
courses  of  action.  The  Service  has  a  number  of 
structured  processes  which  mediators  are  qualified 
to  recommend  and  employ.   In  most  situations,  how- 
ever, there  is  a  high  degree  of  "tailoring"  of 
these  processes  to  fit  the  unique  characteristics 
of  the  parties  and  their  current  relationships. 

Once  a  problem  has  been  diagnosed  and  an  appro- 
priate preventive  approach  has  been  defined,  the 
mediator  makes  a  recommendation  to  his 
supervisor,  the  District  Director,  specifying 
the  nature  of  the  problem,  making  recommendations 
as  to  preventive  mediation  steps,  and  estimating 
the  resource  requirements  for  carrying  out  the 
recommendation.   The  District  Director  then 
decides  whether  or  not  to  proceed  with  the  work. 
If  the  decision  is  not  to  proceed,  the  mediator 
and  the  District  Director  may  elect  to  suggest 
that  the  parties  consider  contacting  a  consultant 
or  other  outside  resource  to  assist  them. 

The  collective  bargaining  process  is  undergoing 
changes  brought  about  in  part  by  external  forces. 
Practitioners  in  the  field  increasingly 
seek  assistance  in  creating  and  managing  these 
changes.   Because  field  mediators  are  active 
participants,  as  well  as  close  observers  of 
these  changes,  they  are  sought  out  by  other 
collective  bargaining  professionals  as  key 
sources  of  information  and  guidance. 

C.   Public  Information  and  Educational  Activities 

Mediators  participate  in  public  information  and 
educational  activities  such  as  university 
lectures,  seminars,  and  conferences.   The  labor- 
management  community  and  the  general  public  gain 
understanding  of  the  uses  of  mediation, 
arbitration  and,  collective  bargaining.   The 
activities  familiarize  the  public  with  the  growing 
number  of  services  offered  by  FMCS  which 
enhance  productivity  and  employment  security 
through  labor-management  cooperation  and 
employee  participation  in  workplace  decision 
making.   While  these  activities  consume  only 
a  minor  part  of  the  agency's  resources,  they 
offer  great  return  in  increased  understanding 
of  collective  bargaining,  labor-management 
relationships,  and  the  value  of  neutral 
participation  in  the  process  of  dispute  resolution 
and  relationship  building. 


II.   Arbitration  gervjggs 

National  labor  policy  favors  the  settlement  of 
disputes  arising  under  collective  bargaining 
agreements  by  arbitration,  which  is  far  less 
disruptive  than  work  stoppages  and  faster  and  less 
costly  than  litigation. 

Approximately  98  percent  of  collective  bargaining 
agreements  contain  grievance  procedures  culminating  in 
binding  arbitration.   The  parties  voluntarily  agree  to 
resolve  their  dispute  by  arbitration,  determine  the 
method  of  selecting  the  arbitrator,  and  themselves  pay 
the  arbitrator's  fees.   Thousands  of  labor-management 
relationships,  particularly  in  the  public  sector, 
utilize  advisory  arbitration  or  fact-finders  to  aid  in 
dispute  resolution. 

Pursuant  to  Title  II  of  the  Labor-Management  Relations 
Act  (LMRA) ,  the  Service  maintains  a  roster  of 
approximately  1,700  private  arbitrators  who  are 
qualified  to  hear  and  decide  labor  questions.   The 
Service  provides  to  the  parties  names  of  qualified 
arbitrators  selected  by  appropriate  geographic  area, 
experience  in  particular  industries,  relevant 
education,  and  familiarity  with  particular  contract 
issues,  together  with  their  biographical  data  and  fee 
schedules.   Maintaining  and  policing  the  roster  to 
ensure  accuracy  of  the  data  and  the  availability  and 
acceptability  of  its  members  is  an  ongoing  task. 

The  Service,  under  Public  Law  93-360,  is  given 
special  responsibilities  in  assisting  in  the 
resolution  of  disputes  in  the  health  care  industry. 
Those  responsibilities  include,  in  certain 
circumstances,  the  power  to  appoint  boards  of  inquiry 
to  investigate  the  issues  involved  in  the  dispute  and 
issue  a  written  report,  including  findings  of  fact. 
Persons  appointed  to  boards  of  inquiry  are  private 
arbitrators  normally  selected  from  the  Division  of 
Arbitration  Services  roster  and  specially  qualified  to 
perform  those  duties. 

The  Service,  as  part  of  its  mandate  under  Title  II  of 
LMRA,  has  the  responsibility  to  improve  the  quality 
and  availability  of  arbitration  services.   The  Service 
holds  continuing  education  workshops  for  new  and 
established  arbitrators.   In  order  to  maximize  the 
effectiveness  of  the  programs  and  minimize  cost  and 
duplication,  most  programs  are  held  cooperatively  with 
other  groups,  such  as  bar  associations,  the  National 
Academy  of  Arbitrators,  and  Industrial  Relations 
Research  Association  Chapters. 
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III.   Alternative  Dispute  Resolution  (ADR! 

Outside  of  the  labor-management  arena,  FMCS  has 
been  involved  in  Alternative  Dispute  Resolution 
since  the  agency  was  asked  by  Congress  to  mediate 
a  land  dispute  between  the  Navajo  and  Hopi  tribes 
in  the  1970s. 

In  1990,  the  Administrative  Dispute  Resolution  Act 
and  the  Negotiated  Rulemaking  Act  were  signed  into 
law  and  expanded  FHCS's  role  as  a  resource  and  pro- 
vider in  this  arena,  authorizing  it  to  provide 
consultation,  training,  and  mediation  assistance 
in  disputes  involving  other  agencies  of  the  Federal 
Government.   Under  both  pieces  of  legislation,  the 
work  of  FMCS  involves  consultation  with  the 
Administrative  Conference  of  the  United  States  and 
with  affected  agencies  to  determine  the  type  of 
assistance  needed.   FMCS  employees  provide  training 
and  act  as  mediators  in  many  administrative  dispute 
procedures  used  by  client  agencies.   The  FMCS  role  in 
rulemaking  is  to  act  as  convenors  and  facilitators  in 
a  negotiated  rulemaking  process  involving  all  p 
parties-at-interest  to  a  proposed  rule  or  regulation 
in  order  to  avoid  long  and  costly  litigation.   All  of 
these  procedures  are  known  as  Alternative  Dispute 
Resolution. 

IV.   Management  and  Administrative  Support 

This  program  provides  overall  management  and 
administration,  policy  planning,  research  and  eval- 
uation, direction,  coordination,  legal  advice,  and 
employee  development. 

V.   Boards  and  Panels 

Provision  is  made  for  ad  hoc  employment  of  labor 
relations  experts,  individually  or  in  panels,  in 
support  of  the  mediation  function,  and  for  boards  of 
inquiry  appointed  by  the  President  in  emergency 
disputes. 

Public  Law  93-360  amended  Title  II  of  the 
Labor-Management  Relations  Act,  1947,  by  adding  a  new 
Section  213  which  provides  that  the  FMCS  may  appoint 
an  impartial  board  of  inquiry  to  look  into  the  facts 
of  a  contract  dispute  involving  health  care 
institutions  and  to  publicly  report  its  findings  and 
recommendations  to  the  parties. 
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VI.   Labor-Management  Cooperation  Program 

The  Labor  Management  Cooperation  Act  of  1978 
authorizes  the  Service  to  carry  out  this  program  of 
contracts  and  grants  to  support  the  establishment  and 
operation  of  plant,  area,  and  industry-wide  labor- 
management  committees. 

Such  committees  have  become  a  key  factor  in 
introducing  labor-management  cooperation  and  employee 
participation  into  the  collective  bargaining  framework 
of  our  Nation's  workplaces  and  communities. 
Approximately  75%  of  the  committees  funded  over  the 
program's  term  are  still  functioning  and  contributing 
to  enhanced  productivity  and  improved  relationships  on 
their  own  without  the  need  for  additional  FMCS 
funding. 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 
SUMMARY  OF  CHANGES 

1995  Estimated  Obligations $31, 344 ,  000 

1996  Estimated  Obligations $3.3'*??'°°° 

Net  Changes +$1,946, 000 

Change 

FY  1995 from  FY  1995 

FTE  AMOUNT     HE       AMOUNT 


I.  Increases 

A.  Built-in; 

Increase  in  Per- 
sonnel Compensation 
including  cost  of 
pay  raises, 
periodic  step 

increases,  and  .   ,   ta 

promotions  —      $18,297,000    --  +$1,097,000 

Increase  in 

Personnel 

Benefits  for 

FERS  retirement, 

thrift,  FICA  taxes. 

Employee  Compensation 

payments,  and  LMCP 

benefits  —        2,173,000     —     +  133,000 

Increase  in 

National  Office 

and  Field  mmm   nnn 

TraVei  --  1,410    --    +  155,000 

Increase  in 

Rental  Pay-  „  nnn 

ments  to  GSA  —        3,550,000     --     +   89,000 

Increase  in  FTS, 

GSA,  and  Commercial 

Communications  —  585,000    —    +  73,000 

Increase  in  _  „„- 

Postage  —  190,000    —    +   8,000 
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Change 

FY  1995 frpffi  FY  199? 

FTE  AMOUNT      FTE 


Increase  in 
Rental  of  re- 
production and 
ADP  equipment  —  101,000     —     +  4,000 

Increase  in 

Printing  —  50,000     «     +  2.000 

Subtotal  Built-in 

Increases  zz.   +S1.561.000 

Program : 

Increase  in 

Travel  for 

mediator 

training  ~  $50,000     —  +$   380,000 

Increase  in 
tuition  reim- 
bursement for 
training,  main- 
tenance of  ADP 
and  office 
equipment ,  sup- 
port services 
for  ADP,  health 
care  services, 
guard  services 
and  other 
contractual 
services  ~  515,000     —  +   72,000 

Increase  in 

office  and 

ADP  Supplies  and 

subscriptions  —  191,000     —   +   49,000 
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FY  1995 


Change 
from  FY  1995 


FTE 


AMOUNT     FTE 


Increase  in 
office  and  ADP 
equipment  and 
furniture 

Subtotal  Program 
Increases 

Total  Increases 

II.  Decreases 

A.  Built-in: 

Decrease  in 
Personnel 
Benefit,  CSRS 
Retirement 

Subtotal  Built-in 
Decreases 

B.  Program; 

Decrease  in 

Personnel 

Compensation 

due  to 

elimination 

of  permanent 

positions 

Elimination 
of  Voluntary 
Separation 
Incentive 
Payments 

Decrease  in 
New  Mediator 
Travel 


—  ± 572.  POQ 

—  +$1,073,000 

—  +$2,634,000 


$794,000 


•S   48.000 
■$   48,000 


302       $18,297,000      -6   -$  359,000 


24,000      —   -    10,000 
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FY  1995 


£XE  AMOUNT 

Decrease  in 

OPM  investigations     —  20,000 

Subtotal  Program 
Decreases 

Total  Decreases 

NET  CHANGE  "6  +$1.9"'°°° 


Change 

fr?1[n    FY    1995 

EXE 

AMOUNT 

8.000 

-6    -$ 

640,000 

-6  -$ 

688.000 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 
Detail  of  Full-Time  Equivalent  Employment 

1994  1995  1996 

Actual  Estimated     Estimated 

Executive  Level  III....        Ill 

ES-6 4  4  4 

ES-5 Oil 

Subtotal 5  6  6 

GS/GM-15 22  20  19 

GS/GM-14 165  165  163 

GS/GM-13 31  29  29 

GS-12 12  12  11 

GS-11 13  3 

GS-10 0  0  0 

GS-9 4  4  4 

GS-8 16  16  16 

GS-7 13  13  13 

GS-6 10  10  10 

GS-5 14  14  14 

GS-4 2  2  2 

GS-3 2  2  2 

GS-2 0  0  0 

Subtotal 292  290  286 

Total  full-time  permanent 
employment,  end  of 

year 297  296  292 

Full-time  equivalent 

(FTE)  usaqe 301  302  296 

Average  ES  level 6  5.80  5.80 

Average  ES  salary $121,051  $124,754       $127,499 

Average  GS/GM  grade 12.32  12.29  12.27 

Average  GS/GM  salary...  $  59,805  $  61,444       $  62,681 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 


1994 
Actual 

1995 
Appropriation 

1996 
Estimate 

Appropriation  .  . 

$30,241,000 

$31,344,000 

$33,290,000 

Reimbursable 
Agreements*  .  . 

+242.000 

+230.000 

+250.000 

Subtotal,  adjusted 
appropriation 

$30,483,000 

$31,574,000 

$33,540,000 

Receivables  from 
other  government 
accounts 

-31,000 

-17,000 



Unobligated 

balance,  start - 
of-year  .... 

+3,194,000 

+3,338,000 

+3,608,000 

Receivables  from 
other  government 
accounts 

+17,000 





Unobligated 

balance,  end-of- 
year 

-3,338,000 

-3,608,000 

-3,986,000 

Adjustments  in 
expired  accounts 

-159,000 

— 

" 

Unobligated 
balance 
lapsing  .... 

-29,000 



— 

Offsetting 

Collections*  .  . 

-242.000 

-230.000 

-250.000 

Outlays  (net) 

$29,895,000 

$31,057,000 

$32,912,000 

♦Reimbursable  agreements  (offsetting  collections)  received 
from  various  government  agencies  for  Alternative  Dispute 
Resolution  (ADR)  projects  conducted  by  Federal  Mediation  and 
Conciliation  Service. 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 
APPROPRIATION  HISTORY 


1977.. 
1978.. 
1979.. 
1980.. 
1981.. 
1982.. 
1983.. 
1984.. 
1985.. 
1986.. 
1987.. 
1988.. 
1989.. 
1990.. 
1991.. 
1992.. 
1993.. 
1994.. 
1995.. 
1996. 


Estimates 
to  Congress 


.21,177,000 
.22,465,000 
.23,214,000 


House 
Allowance 

21,177,000 

22,465,000 

23,214,000 


..23,920,000    23,820,000 
..25,919,000    25,919,000 


. .22,066,000 
..20,190,000 
..21,558,000 
. .22,685,000 
. .22,768,000 
. .23,220,000 
. .24,920,000 
. .24,937,000 
. .25,190,000 
..26,312,000 
..28,145,000 
..29,594,000 
..30,241,000 
..30,735,000 
..33,290,000 


26,075,000 
21,721,000 
23,258,000 
23,845,000 
23,394,000 
22,656,000 
25,601,000 
26,127,000 
26,380,000 
27,705,000 
28,118,000 
30,195,000 
30,241,000 
31,078,000 


Senate 
Allowance 

21,177,000 

22,465,000 

23,214,000 

23,820,000 

25,919,000 

25,575,000 

21,321,000 

22,097,000 

23,885,000 

23,394,000 

24,390,000 

25,601,000 

24,937,000 

27,190,000 

27,705,000 

29,118,000 

30,195,000 

30,241,000 

31,610,000 


Appropriation 
21,177,000 
22,465,000 
23,214,000 
23,820,000 
25,919,000 
24,552,000 
22,015,000 
23,258,000 
23,845,000 
22,388,000 
23,892,000 
24,270,000  1/ 
25,813,000  2/ 
26,554,000  3/ 
27,037,000  4/ 
28,118,000 
29,953,000  5/ 
30,241,000 
31,344,000 
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APPROPRIATION  HISTORY  FOOTNOTES 

1/  Reflects  a  reduction  in  the  appropriation  for  travel  and 
transportation  of  $240,000  pursuant  to  Section  512  of  the 
Departments  of  Labor,  Health  and  Human  Services,  and 
Education,  and  Related  Agencies  Appropriation  Act,  1988,  as 
found  in  P.L.  100-202. 

2./   Reflects  a  reduction  in  the  appropriation  of  1.2  percent  or 
$314,000  in  all  programs,  projects  and  activities  pursuant 
to  Section  517  of  the  Departments  of  Labor,  Health  and 
Human  Services,  and  Education,  and  Related  Agencies 
Appropriations  Act,  1989,  as  found  in  P.L.  100-436. 

2/  Reflects  a  reduction  in  the  appropriation  of  $231,000  in 
programs,  projects  and  activities  pursuant  to  P.L.  99-177 
(Gramm-Rudman-Hol lings) . 

4/  Reflects  a  reduction  in  the  appropriation  of  $668,000 
pursuant  to  P.L.  101-467  and  P.L.  101-517. 

5/  Reflects  an  across  the  board  reduction  of  .8  percent  in  the 
appropriation  ($242,000)  pursuant  to  Section  511  of  P.L. 
102-394. 


-27- 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 

STAFFING  HISTORY 

Full-Time 

Fiscal  Year  Equivalent 

1996  296.00 

1995  302.00 

1994  301.14 

1993  313.79 

1992  311.00 

1991  310.38 

1990  317.17 

1989  318.02 

1988  319.59 

1987  313.26 

1986  328.57 

1985  345.02 

1984  350.31 

1983  359.63 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 

SIGNIFICANT  ITEMS  IN 
HOUSE  AND  SENATE  APPROPRIATIONS  COMMITTEE  REPORTS 


Item  Action  Taken  or  to  be  Taken 

No  specific  actions  recommended. 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 
COMPARATIVE  ANALYSIS  OF  WORKLOAD 


A  comparison  of  Service  workload  activities  is  shown  in 
the  following  statistical  data  tabulation: 

TABLE  A 

Shows  a  summary  of  dispute  mediation  workload  over  the 
past  five  fiscal  years. 

TABLE  B 

Shows  a  summary  of  preventive  mediation  and  public 
information  and  educational  activities  workload  over 
the  past  five  fiscal  years. 


Shows  a  summary  of  the  Service's  arbitration  activity 
over  the  past  five  fiscal  years. 

TABLE  D 

Shows  a  summary  of  the  Service's  alternative  dispute 
resolution  activity  over  the  past  five  fiscal  years. 

TABLE  E 

Shows  a  summary  of  the  Service's  Labor  Management 
Cooperation  Project  activity  over  the  past  five  fiscal 
years . 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 

WORKLOAD  PROJECTIONS  FISCAL  YEARS  1995  AND  1996 

The  Service  develops  its  Dispute  Mediation  workload 
projections  by  using: 

.  The  average  actual  workload  in  terms  of  dispute  case 
assignments  for  the  three  preceding  fiscal  years 
(1992  -  1994)  and  recent  trends  in  dispute  notices. 

.  An  added  increment  of  case  assignments  arising  from  new 
National  Labor  Relations  Board  (NLRB)  and  Federal  Labor 
Relations  Authority  (FLRA)  bargaining  certifications. 

.  The  level  of  contracts  scheduled  to  expire  in  the 
private  and  public  sectors. 

Since  Preventive  Mediation  and  Public  Information  and 
Educational  Activities  do  not  emanate  from  our  customary 
source,  contract  expiration  notices,  the  Service  uses  the 
expertise  of  its  staff  to  project  workload  figures.   Each 
year  field  managers  estimate  this  workload  based  on  their 
knowledge  of  the  collective  bargaining  process,  the  need  of 
the  labor-management  parties  to  adjust  to  the  economic 
climate  in  their  area,  and  our  managers'  perception  of  union 
demands  and  strength  on  such  issues  as  job  security  and 
health/welfare  benefits. 

I.   Dispute  Mediation 

The  Service,  under  provisions  of  the  Labor-Management 
Relations  Act,  1947,  receives  notice  from  a  party  of 
the  desire  to  terminate  or  amend  an  expiring 
collective  bargaining  contract.   Approximately  68,000 
such  notices  were  received  in  1994. 

The  NLRB  and  FLRA  provide  the  Service  with  copies  of 
new  bargaining  certifications.   In  1994,  a  total  of 
1,507  NLRB  and  FLRA  certifications  were  received. 
In  these  initial  contract  situations,  mediation  is 
especially  important  and  somewhat  complicated  because 
of  the  absence  of  a  prior  bargaining  relationship  and 
because  the  negotiations  often  follow  bitter  election 
contests. 

The  notices  of  contract  expiration,  along  with  new 
NLRB  and  FLRA  certifications,  form  the  basis  for 
case  assignments. 
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In  processing  notifications,  the  Service  screens  out 
those  cases  having  a  relatively  insignificant  impact 
on  interstate  commerce  or  national  defense,  those 
where  adeguate  mediation  resources  are  available 
outside  FMCS,  and  those  not  within  the  jurisdiction  of 
the  agency.   The  Service  consolidates  many 
related  notices  into  single  assignments.   Thus,  in 
1994,  22,184  dispute  case  assignments  were  made. 

II.   Preventive  Mediation 

The  purpose  of  preventive  mediation  is  to  reduce  or 
prevent  conflict,  to  improve  labor-management 
relations  and  to  promote  the  understanding  and 
implementation  of  responsible  collective  bargaining 
procedures  to  enhance  productivity  and  employment 
security  through  labor-management  cooperation  and 
employee  participation  in  workplace  decision  making. 
This  work  includes  training,  education,  consultation, 
and  problem-solving  activities  with  representatives  of 
labor  and  management,  other  neutrals  in  dispute 
resolution,  professional  associations,  and  academic 
institutions.   National  and  international  economic 
conditions,  pressures  from  foreign  competition,  and 
the  changing  nature  of  the  work  force  affect  the 
collective  bargaining  process  and  pressure  parties 
to  move  from  a  strictly  adversarial  posture 
to  a  more  cooperative  relationship.   A  major  function 
of  preventive  mediation  is  to  assist  the  parties 
in  restructuring  long-standing  attitudes. 
Dramatic  workplace  changes  have  significantly 
increased  demand  for  these  services. 

In  1994,  mediators  closed  2,140  preventive  mediation 
cases.   FMCS  mediators  are  expected  to  be  involved  in 
approximately  2,200  preventive  mediation  cases  in  both 
1995  and  1996. 

III.   Public  Information  and  Educational  Activities 

Part  of  the  mediator's  job  is  to  participate  in  the 
dialogue  of  the  profession  and  to  help  explain  the 
collective  bargaining,  mediation,  and  conflict 
resolution  processes.   Public  information  and 
educational  activities  help  labor  and  management  and 
the  public  to  understand  the  obligations,  pressures, 
and  responsibilities  involved  in  collective  bargaining 
and  serve  to  enhance  labor  peace  and  industrial 
stability.   In  1994,  mediators  closed  898  public 
information  and  educational  activities  cases.   Public 
information  and  educational  activities  are  projected 
at  900  cases  for  both  1995  and  1996. 
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IV.   Arbitration  Services 

Arbitration  continues  to  be  the  most  widely-used  means 
of  peacefully  resolving  questions  involving  inter- 
pretation and  application  of  collective  bargaining 
agreements.   The  parties,  particularly  in  the  public 
sector,  sometimes  use  interest  arbitration  to  resolve 
disputes  over  new  agreements.   Use  of  other,  related 
arbitration  services  such  as  appointment  of  boards  of 
inquiry  in  the  health  care  industry,  appointment  of 
fact-finders,  and  assistance  in  establishing 
permanent  panels  for  large  labor-management  groups, 
also  continues. 

The  Service  provided  31,610  panels  during  1994.   FMCS 
expects  to  issue  31,600  panels  in  both  1995  and  1996. 

V.   Alternative  Dispute  Resolution  (ADR) 

FMCS  assists  other  federal  agencies  by  providing 
mediation  and  technical  assistance  in  alternative 
dispute  resolution.   These  projects  reduce  litigation 
costs  and  speed  federal  processes.   FMCS  is  funded  for 
this  work  through  interagency  reimbursable  agreements. 

The  Service  was  involved  in  50  ADR  projects  during 
1994.   FMCS  expects  to  be  involved  in  55  ADR  projects 
in  1995  and  60  in  1996. 

VI.   Labor  Management  Cooperation  Program 

The  Labor  Management  Cooperation  Act  of  1978 
authorizes  the  Service  to  administer  this  program 
of  contracts  and  grants  to  support  the  establish- 
ment and  operation  of  plant,  area,  and  industry 
labor-management  committees. 

In  1994,  the  Service  issued  10  new  grants. 
FMCS  expects  to  issue  15  new  grants  and  10  ex- 
tension grants  in  both  1995  and  1996. 

The  tabulation  that  follows  shows  the  workload  projections 
for  FMCS  activities. 
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FORECAST  OF  FMC8  ACTIVITY 
FISCAL  YEAR  1996 

I.   DISPUTE  MEDIATION 

In  1996  there  will  be  major  contracts  expiring  in  the 
aerospace,  agricultural  implement,  retail  sales,  apparel, 
entertainment,  retail  food,  food  manufacturing,  electronics, 
oil,  defense  contracting,  shipping,  shipbuilding,  utilities, 
construction,  health  care,  newspaper,  communications  and 
information,  electronic  manufacturing,  schools,  and  insurance 
industries. 

Collective  Bargaining  Developments 

Major  work  stoppages  have  declined  dramatically  in  recent 
years.  However,  the  pressures  of  global  competition  and 
technological  advances  are  creating  new  potential  for  labor- 
management  discord.  Employers  struggling  to  become 
competitive  with  foreign  counterparts  frequently  adopt 
strategies  which  entail  layoffs  and  curtailment  of  health 
benefits.  While  management's  strategies  for  achieving 
increased  efficiency  and  productivity  may  be  embodied  in 
demands  for  new  collective  bargaining  agreements,  labor  will 
make  its  demands  based  on  employment  security  and  family 
security  concerns  of  workers. 

Nonetheless,  labor  and  management  will  continue  to  share 
common  interests  in  health  care  cost  containment,  pay  for 
knowledge,  continuing  education  for  workers  in  order  to 
qualify  them  for  the  new  high  performance  workplaces, 
gainsharing,  cooperative  high-performance  work  systems,  and 
other  new  and  creative  methods  of  preserving  the  work  and  the 
profits  of  American  industry  and  the  value  added  by  the 
American  worker.  Some  of  the  new  solutions  will  test  and  may 
alter  the  systems  under  which  labor  and  management  now  perform 
their  representative  tasks.  FMCS  faces  the  challenge  of 
anticipating  these  workplace  issues  and  providing  creative 
responses  to  the  parties'  most  vexing  problems  in  collective 
bargaining. 

Health  Care  Industry  Bargaining 

The  health  care  industry  is  one  of  the  largest  segments 
of  the  U.S.  economy,  employing  ten  million  people  throughout 
the  United  States.  This  number  includes  employees  of  federal, 
state  and  municipal  health  care  institutions,  as  well  as  those 
engaged  in  the  manufacture /product ion  of  pharmaceuticals  and 
health  care  equipment. 
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In  1974  Public  Law  93-360  amended  the  National  Labor 
Relations  Act  and  brought  private  nonprofit  hospitals  under 
the  jurisdiction  of  the  National  Labor  Relations  Board  and  the 
Federal  Mediation  and  Conciliation  Service.  These  amendments 
gave  FMCS  a  major  role  in  promoting  collective  bargaining  and 
the  peaceful  resolution  of  dispute  in  the  industry  and 
provided  a  number  of  dispute  resolution  measures  applicable  to 
health  care  facilities.  These  include  early  notification  of 
the  intent  to  terminate  or  modify  a  contract,  mandatory 
mediation,  possible  appointment  of  a  board  of  inquiry  or  fact 
finder,  and  mandatory  ten-day  strike  notice  to  all  parties  and 
to  the  FMCS. 

Efforts  to  upgrade  the  knowledge  of  workers  to  perform  in 
today's  high  performance  workplaces  can  find  no  better  example 
than  in  the  health  care  industry.  Recent  settlements  between 
health  care  unions  and  hospitals  and  nursing  facilities  have 
included  joint  approaches  to  improving  productivity  and 
increasing  performance  in  the  most  effective  ways  possible. 
This  collaborative  approach  will  benefit  not  only  the  instant 
bargaining  relationships,  but  also  the  Nation's  interest  in 
lowering  the  cost  and  improving  the  delivery  of  health  care. 

public  sector  —  Federal,  state,  and  Local  Bargaining 

The  Civil  Service  Reform  Act  of  1978  provides  for 
collective  bargaining  and  mediation  assistance  for  federal 
employees.  The  mandate  of  FMCS  is  "the  Service  shall  provide 
services  and  assistance  to  agencies  and  exclusive 
representatives  in  resolution  of  negotiation  impasses,  and 
shall  determine  under  what  circumstance  and  in  what  manner  it 
shall  provide  services  and  assistance." 

The  National Performance Review  conducted  by  Vice 

President  Gore  set  forth  a  dramatic  challenge  to  federal 
agencies  and  their  employees  and  employee  representatives  by 
asking  them  to  form  "partnerships"  in  order  to  bring  about,  in 
an  efficient  and  effective  way,  a  government  which  works 
better  and  cost  less.  FMCS  is  a  player  in  this  reinvention 
effort  as  a  member  of  the  President's  National  Partnership 
Council  and  as  the  facilitator  and  trainer  in  the  partnerships 
to  be  formed.  The  training  of  federal  sector  parties  to 
improve  relationships  and  equip  the  parties  with  the  tools  to 
effectively  move  to  partnership  has  demanded  a  large  part  of 
FMCS  resources. 

Recent  economic  pressures  have  forced  cutbacks  in  state 
budgets  as  well,  forcing  the  reduction  and  in  some  cases  the 
elimination  of  state  mediation  agencies.  Where  mediation 
services  are  not  available,  FMCS  has  attempted  to  provide  the 
necessary  coverage  to  labor  and  management  clients.  FMCS 
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serves  as  an  active  member  of  the  Association  of  Labor 
Relations  Agencies  (ALRA)  which  is  made  up  of  all  state  and 
federal  services  and  acts  as  a  clearinghouse  for  ideas  and 
information  in  the  field  and  public  sector  collective 
bargaining. 

The  policy  of  FMCS  is  to  promote  the  best  collective 
bargaining  practices  and  to  encourage  state  and  local 
governments  to  establish  their  own  capabilities.  In  this 
area,  FMCS  provides  training  and  education  to  the  parties  and 
agencies. 

In  addition  to  Dispute  Mediation,  FMCS  provides 
Preventive  Mediation  assistance  in  the  public  sector,  such  as 
promotion  of  labor-management  committees  in  state  and  local 
areas  and  creation  of  joint  problem-solving  initiatives  to 
extend  the  benefits  of  high-performance  workplaces  to  the 
public  sector. 

A  selected  listing  of  major  contracts  expiring  in  Fiscal 
Year  1996,  along  with  the  unions  involved,  the  number  of 
workers  involved,  and  the  location  of  bargaining  follows: 
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FISCAL  YEAR  199C 
SELECTED  MAJOR  CONTRACT  EXPIRATIONS 


Employer 


Number  of 
Employees  In 
Bargaining  Unit 


October  1995 


»r  t  Light  Co 

r  i   Light  Co 
In  Medical  Cm 
■  id  County  Florida 


The  Boa: 

P  H  Gletfelter  Co 

Washington  Hosplti 


Cente 


Beth  lataal  Medical  Can 
Armstrong  World  Industr 
Londontown  Corp 


Toshiba  Display 


UPIU 
SEIU 
UFCH 


Okaalaota  Corp 


Albuquerque,  NH 


West  Palm  Beach, 
Klaal,  n 

Tort  Lauderdale, 
Bridgeport,  WV 
Albuquerque,  NM 


Crum  Lynne,  PA 
Seattle,  WA 
Plsgah  Forest, 
Washington,  DC 


Sidney,  NY 
Philadelphia 
Tyler,  TX 


Oakland,  CA 
Fontana,  CA 


November  1995 


The  Kroger  Company 
Association  of  Prlv 
Queen  of  Angels  Pre 


Bradenton,  FL 
Chicago,  IL 
Atlanta,  SA 
New  York,  NY 
Los  Angeles,  C 
Saint  Louis,  HI 


The  Associated  Press 
League  of  Voluntary 
Apt  Build  Owners  <  H 
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Employer 


Number  of 
Employees  In 
Bargaining  Unit 


December  1995 


Seaflrst  Bank 

Fuel  Oil  Cos  NK  <  Vic 

Newspaper  Cos  of  Chlgago  4 

Rauland  Civ  of  Zenith  Elect 

league  of  American  Theatres 

Cleo  Wrap  Subsidiary  of  Gib 

Greeting  Card 
Heavy  Const  Contrs  Plttsbur 
Jewish  federation 
Admin  De  Servlclos  Medicos 


SSDC 

IUOE.LIuNA 
OPEIU 


Chlc.'o 
Liberal 


i.  il 

re 

JA 
NY 
each,  SC 
IL 

Park.  IL 
herford, 
,  NY 
gh,  PA 


FA 


The  Trane  Com 


Group  Health  In 
Phono  Record  La 


Records  Cent 


HERE 
NYSNA 
HERE 


o,  CA 

iort,  TN 
Louis, 


Defense  Contract  Administration 

Pathmark  (Supermarket  General} 
Ingalls  Shipbuilding  Inc 

Long  Island  Lighting 

Sikorsky  Aircraft  (United  Technologi 

Rohr  Industries  Inc 

Alliance  of  Motion  Picture  1  TV 

Producers 
Harman  Automotive 
Owens-Brockway  Plastic  Prod 
Can  Compani' 


February  1996 


(Crown  Cork 


El  Segundo,  CA 
Jackson,  MS 
Wilmington,  DE 


Daytona  Bea 


Employer 
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February  1996  (Cont) 


Twin  Cities  Hosplta 

Window  Cleaners  Emp 
Zoological  Society 


Paul,  KN 
w  folk,  m 
n  Olego,  CA 


Iowa  Beef  Processors  Inc 

IBT 

Army  Infantry  Center  (Ft  Bennlng) 

AFGE 

Mason  i   Hanger  Silas  Mason  Co  Inc 

MTD.Multl 

Lockheed  Missiles  «  Space  Co  Inc 

IAM.Multl 

Lockheed  Aeronautical  Systems  Co 

IAM 

Lockheed  Corporation  (National  Master 

Cooper  Tire  f  Rubber  Company 

University  of  Chicago 

IBT 

GTE  California 

Greater  NY  Metro  Employers  Assn 

NASA  Marshall  Space  Flight  Center 

PTE 

FMC  Corp 

IAM 

Lever  Brothers  Company 

ICW 

AGC  of  Connecticut 

Conn  Construction  Industries  Assn 

Cereal  (  Grain  Cos  of  Twin  Cities 

AFGM 

Anchor  Glass  Container  Corp 

GMP.Multl 

Const  Contra  of  Little  Falls  t   Vic 

IUOE 

Owens-Brockway  Packaging  Inc 

GMP.Multl 

Indiana  Constructors  Inc 

IUOE 

EXXON  Co  USA  i   EXXON  Chemical  America 

BROCWU 

Conn  Construction  Industries  Assn 

CJA 

Indiana  Constructors  Inc 

Wisconsin  Electric  Power  Company 

OSTEI 

Council  of  Stock  Theatres 

(Nat  Agreement) 

SSDC 

Builders  Assn 

American  Nat  Can  (Foster  Forbes 

Glass  Dlv) 

GMP.Multl 

Todd  Pacific  Shipyards 

HTD, IBT.M 

Indiana  Constructors 

LI  UNA 

Indiana  State  Heavy  4  Highway 

IBT 

Capital  Cltles/ABC  Inc 

NABET 

Crown  Cork  C  Seal  Co 

IAM 

Irwin  Industries 

So  Cal  Gas  Co 

Multl 

Hovers  Warehousemen  Assn  of  HT 

IBT 

AGC  Labor  Relations  Dlv 

IUOE 

Construction  Contractors 

CJA 

o,  TX 
le,  CA 
a,  GA 


Sarasota,  FL 
Indianapolis,  IN 
Baton  Rough,  LA 
Wethersfleld,  CT 
Indianapolis,  IN 


Diego,  CA 
CA 
Los  Angeles,  CA 

Albany, 


7,600 

5,800 
6,200 


1,700 
5,500 
1,200 


April  1996 


Gulf  States  Steel 

Amsted  Industries 
Furr's  Supermarket 


Canton,  OH 
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April  1996  (Cont) 


Number  of 
Employees   In 
Bargaining  Unit 


Admiral  D 

vlslo 

i  of  Maytag  Corp 

Assn 

Detroit  Club  Ka 

Assn 

AGC  Akron 

Dlv  of  Bui 

Tree  Top 

nc 

AFTRA  Broadcast 

■due 

s  Co 

ncil  AGC 

!  As 

n  Wash  DC  i   Vic 

Industrie 

Educ 

Cleveland 

Elect 

1c  I 

lumlnating  Co 

Plumbing  Contractors 

of  Twin  Cities 

tectural  Prod 

lfe  Insurance  Co 

North  Tax 

rs  Assn 

Plumbing  Contra 

tors 

of  Twin  Cities 

Galesburg,  IL 


Saint  Louis 


Erie, 


May  1996 


Ella 

d  Containe 

r  Company 

v  > » 

tone  Steel 

(  Wire  Company 

nnc 

nnatl  Bell 

Telephon 

hrog 

Groc 

8d  Signal  I 

>C 

HcDo 

Consumer  Warehouse  Food 

on  Llghtln 

j  .  Power 

GTE  Northwest  I 

Labor  Contra  i 

ndepende 

ta 

Reynolds  Metals  Company  Alloys 


NECA  Loulsv 

lie,  Chapte 

NBC  Merchan 

Employers  . 

Industries 

Bricklaying 

Industry 

eel  i   Texas 

Flat  Rol 

Reynolds  Metals  Co  [Mast 

Birmingham,  AL 


IBEW, LIUNA.Mult 


Houston,  TX 

Everett,  WA 

Madison,  WI 

,  IA 

Portland,  OR 

MO 

Harrisburg, 

PA 

San  Francis 

Louisville, 

IN 

Detroit,  MI 

Indianapoli 

■  IN 

New  York 

Shr.veport. 

LA 

490 


Employer 


Number  of 
Employees   In 
Bargaining  Unit 


May  1996  (Cont) 


Construction  Industr 
Aluminum  Company  of  i 
Reynolds  T 


Company 
Construci 

Northern  Illinois  Builders  t  Cootrs  As 
Electrical  Contractors 
Northern  Illinois  Mason  Emp  Council 

Chlcagbland  Sheet  Hetal  Contrs  Assn 

Mechanical  Contrs  Assn  Serv  t   Maint  Bu 

Chlcagoland  Assn  of  Hall  i   Celling  Ctr 

Field  l  Associates 

AGC  Hall  t   Ceiling  Division 

Carr  Cottstein  Food  Inc 


Roofing  Compan 


Milwaukee,  HI 


Hlsconsln 
Rockford,  IL 
Toledo,  OH 
Chicago,  IL 


Chicago,  IL 

Chicago,  IL 
Springfield, 


Weyerhaeuser  Compeny 

DOD  (Defense  Finance  t  Accounting 

Service) 
Kaiser  Permanente  Medical  Center 
PEPCO  (Potomac  Electric  Power  Company) 
Navy  (Long  Beach  Naval  Shipyard) 


AFGE.Mi 
OPEIU 
IBEH 


Kansas  Power 
Retail  Markets 
Electrical  Contra 
Fred  Meyer  Inc 
Laundry  fi  Dry  Cle 

Huffy  Corporation 


Portland,  OR 

San  Antonio,  TX 
San  Diego,  CA 
Hashington,  DC 
Long  Beach,  CA 
Lansing,  HI 
Phoenix,  AZ 
Los  Angeles,  CA 
Kansas  City,  MO 
Youngstown,  OH 
Chicago,  IL 
Portland,  OR 
Los  Angeles,  CA 
Providence,  RI 
Celina,  OH 
San  Antonio,  TX 
Hebster  City,  IA 
Jamestown,  NT 


llcopter  Textron  Inc 


Construction  Contr 


SI  UNA 
IUOE 
UPIU 


1,200 
1,400 
2,500 


Contractors  i 


Trane  Co  -  Unitary  Prod  Gp 


Cummins  Engine  Company  In 

AGC  of  CA  (Short  " 

Rockwell  International  Corp  (Aerospace) 

Kroger  Company 


Pacific  Tea  Co 


Toledo,  OH 
Maumee,  OH 
Columbus,  01 


ty  Contractors 
nical  Contrs  Assn  of  1 
Brlek  *  Mason  Contrs  i 
ing  Contrs  Assn 
tor  Hfgs  Assn  of  NY 


Lawrenceburg,  KY 


491 


Number  of 
Employees  In 
Bargaining  Unit 


June  1996  (Cont) 


Contra  Assn  of  Greater  NY 

,  Blouse, 

Bldg  Cor.tr*  Ceme 

ed  Indust 

Ogden  Services  C 

ec  Induat 

les  of  NJ 

Plumbing  Contrac 

RTZ  Corp-Kenneco 

t  Utah  Coppe 

Thrifty  Drug  C  Discount  St 

ASARCO  Inc 

Phelps  Dodge 

Buildlng-Hetal-C 

Woodworkers  Mfgr 

CEA 

Plumbing  Contrac 

sp 

Akron  City  Schoo 

State  of  Vermont 

Residential  Cons 

Employer 

!  CC 

IUEC 
1LGWU 
LI  UNA 


AfSCHE  1199 


Garden  City,  NY 


1,000 
2,100 
2,400 


"eel. 


ASC  of  America 

University  of  Chicago   Hosp 

General    Telephone   Company 

Rice   Food  Markets 

ACHE  Markets   Inc 

GTE   Florida 

Domlnlcks  Finer  Foods  Inc 

Bestform  Foundations 

Lake  County  School  Board 


Alliance  of 


Los  Angeles  CA 


August   1996 


National  Archives  (  Records  Admin 

AFGE 

Kaiser  Permanent.  Medical  Care 

UFCW 

Beech  Aircraft  Corporation 

IAM 

City  Market  Inc 

UFCW 

Southern  New  England  Telephone  Co 

CUTW 

Blue  Cross/Blue  Shield  of  Michigan 

General  Dynamics  Convalr  (  Space  Syste 

•  I   IAM 

Irvln  Feld  t   Kenneth  Fold 

Productions  Inc 

AFM 

Napervllle  Community  Unit  School  Dlst 

NEA, ILEA 

Aluminum  Company  of  America  (ALCOA) 

UAW 

Brown  Shoe  Company 

UFCW.ACTWU 

e,  IL 
,  OH 
is,    MO 
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August  1996  (Cont) 


Number  of 
Employees  In 
Bargaining  Unit 


General  Dynamics  Corp  (Elec  Boat 


Assn  of  NYC 


Assn  of  Non-Profit  Theat 
Maintenance  Contractors 
Cleveland  City  Schools 


Chicago,  IL 
Honolulu,  HI 
New  York,  NY 
Milwaukee.  WI 
No-  York,  NY 

Boston,  MA 


September  1996 


Hurray  Ohio  MFC  Company 

UAH 

Sealand  Services  Inc 

OPEIU.Ml 

Army  (Aberdeen  Proving  Grounds) 

IAM 

Associated  Underground  Contractors 

Cleveland  City  Schools 

APT 

NECA-PA-DE-NJ  Chapters 

I8EW 

Philadelphia  Marine  trade  Assn 

ILA.Mult 

Youngstown  City  Schools 

NEA 

UFCW 

ACME  Markets  Ine 

UFCW 

Kelly  Springfield  Tire  Co 

URW 

NEO  Grocery  Agreement 

UFCW 

General  Motors  (GM  Conf  Hat  Agmt) 
Ford  Motor  Co  (National  Negotiati 
Chrysler  Corp  (National  Negotiati 
Ford  Motor  Company 


Aberdeen,  MD 


Clevelan 

Lock pott 


Super  Fresh  Food  Markets 


Clothing  Mfg  of  New 
ARMCO  Advanced  Mater 
Boilermaker  Employer 


Cleveland  Food  Deal 


SEIU 
LI  UNA 
ACTWU 


Assn 

Accounting  Sv 


Hammond,  IN 
Lexington,  tc 
Cleveland,  01 


Rhode  Island  Hospital 
Southeastern  Council  of  I 
American  Protective  Servt 


UNION  IDENTIFICATION  CODES 


ABGW 

ACTWU 

AEA 

AFGE 

AFGM 

AFGW 

AFM 

AFSCME 

AFT 

ATTRA 

ANA 

ASPEP 

ATLC 

ATU 

BAC 

BAIU 

BBF 

BCTD 

BCTW 

BEU 

BROCWU 

BSOIW 

CJA 

CRONA 

CTA 

CUTW 

CWA 

DGA 

GCIU 


HFIA 

IAM 

IATSE 

IBEW 

IBT 

ICW 

I  LA 

ILEA 

ILGWU 

ILWU 

ISU 

ISWA 

IUE 

IUEC 

IUOE 

IUPW 

IUSO 

IWA 

LDC 

LIUNA 

MANA 

MTD 

NABET 

NAGE 


Aluminum  Brick  and  Glass  Workers  International  AFL-CIO 

Amalgamated  Clothing  and  Textile  Workers  Union 

Actors  Equity  Association 

American  Federation  of  Government  Employees 

American  Federation  of  Grain  Millers  AFL-CIO 

American  Flint  Glass  Workers  Union 

American  Federation  of  Musicians 

American  Federation  of  State,  County  and  Municipal  Employees 

American  Federation  of  Teachers 

American  Federation  of  Television  and  Radio  Artists 

American  Nurses  Association 

Association  of  Scientists  and  Professional  Engineering  Personnel 

Atomic  Trades  Labor  Council 

Amalgamated  Transit  Union 

Bricklayers  and  Allied  Crafts 

Butler  Armco  Independent  Union 

International  Brotherhood  of  Boilermakers,  Iron  Shipbuilders, 

Blacksmiths,  Forgers  and  Helpers 
Building  and  Construction  Trades  Department  AFL-CIO 
Bakery,  Confectionery  and  Tobacco  Workers  Union 
Bakery  Employees  Union  IND 
Baton  Rouge  Oil  and  Chemical  Workers 
Bridge,  Structural  and  Ornamental  Ironworkers 
Carpenters  and  Joiners  of  America 
Committee  for  Recognition  of  Nursing  Achievement 
Classroom  Teachers  Association 
Connecticut  Union  Telephone  Workers 
Communications  Workers  of  America 
Directors  Guild  of  America  Inc  IND 
Graphic  Communications  International  Union 
Glass,  Molders,  Plastic  and  Allied  Workers 
Hotel  Employees  and  Restaurant  Employees  International 

Union 
International  Association  of  Heat  and  Frost  Insulators 
International  Association  of  Machinists 

International  Association  of  Theatrical  and  Stage  Employees 
International  Brotherhood  of  Electrical  Workers 
International  Brotherhood  of  Teamsters,  Chauffeurs, 

Warehousemen  and  Helpers  of  America 
International  Chemical  Workers 
International  Longshoremen's  Association 
Illinois  Education  Association 
International  Ladies  Garment  Workers  Union 
International  Longshoremen  Workers  Union 
Independent  Steel  Union 
Independent  Steel  Workers  Alliance 
International  Union  of  Electronic,  Electrical,  Salaried, 

Machine  and  Furniture  Workers 
International  Union  of  Elevator  Constructors  AFL-CIO 
International  Union  of  Operating  Engineers 
International  Union  of  Paramount  and  Industrial  Workers 
International  Union  of  Security  Officers 
International  Woodworkers  of  America  AFL-CIO 
Laundry  and  Dry  Cleaning  International  Union  AFL-CIO 
Laborers  International  Union  of  North  America 
Massachusetts  Nurses  Association 
Metal  Trades  Department  AFL-CIO 

National  Association  of  Broadcast  Employees  and  Technicians  AFL-CIO 
National  Association  of  Government  Employees,  SEIU,  AFL-CIO 
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UNION  IDENTIFICATION  CODES 

(Continued) 


NEA 

NFFE 

NTEU 

NYSNA 

OCAW 

OCU 

OHNA 

OPEIU 

OSTEI 

PAT 

PPF 

PRUGT 

PTE 

RWAW 

RWDSU 

SAG 

SEIU 

SIUNA 

SMW 

SPEEA 

SSDC 

TCIU 

TNG 

UAW 

UE 

UFCW 

UGW 

UPIU 

UPWU 


National  Education  Association 

National  Federation  of  Federal  Employees 

National  Treasury  Employees  Union  IND 

New  York  State  Nurses  Association 

Oil,  Chemical  and  Atomic  Workers 

Office  Committee  Union 

Ohio  Nurses  Association 

Office  and  Professional  Employees  International  Union 

Office  Sales  and  Technical  Employees  IND 

Painters  and  Allied  Trades 

United  Association  of  Plumbers  and  Pipefitters 

Unidad  General  De  Tr aba j adores  IND 

Professional  and  Technical  Engineers 

Roofers  AFL-CIO 

Retail,  Wholesale,  Department  Store  Union 

Screen  Actors  Guild 

Service  Employees  International  Union 

Seafarers'  International  Union  of  North  America 

Sheet  Metal  Workers'  International  Union 

Professional  Engineering  Employees  IND 

Society  of  Stage  Directors  &  Choreographers 

Transportation  Communications  International  Union 

The  Newspaper  Guild  AFL-CIO 

United  Automobile,  Aerospace  and  Agricultural  Implement 

Workers  of  America 
Electrical  Workers  UE  IND 
United  Food  and  Commercial  Workers 
United  Garment  Workers  AFL-CIO 
United  Paperworkers  International  Union 
United  Production  Workers  Union 
United  Rubber  Workers 
United  Steelworkers  of  America 
Utility  Workers  Union  of  America 
Vermont  State  Education  Association 
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II.   PREVENTIVE  MEDIATIQN 

Preventive  mediation  is  dedicated  to  assisting  the 
parties  in  avoiding  disputes  and  improving  their  labor- 
management  relationships.  This  has  become  increasingly 
necessary  in  recent  years  due  to  the  stresses  placed  on  the 
collective  bargaining  system  by  both  external  and  internal 
forces.  Examples  of  external  forces  are  mergers/acquisitions, 
international  economic  pressures,  and  competitive  pressures 
for  market  share.  Internal  forces  include  changing 
technology,  productivity  demands,  changes  of  leadership,  both 
labor  and  management,  and  the  changing  nature  of  the 
workforce . 

Federal  mediators  utilize  a  variety  of  approaches  in 
problem  identification  and  conflict  resolution.  The  objective 
is  to  create  working  relationships  conducive  to  peaceful 
settlement  of  labor  agreements  at  the  time  of  contract 
expiration,  effective  administration  of  contracts  during  their 
term,  and  effective  joint  solving  of  problems  injurious  to 
labor-management  relationships.  Preventive  mediation  is  used 
to  promote  sound  and  stable  labor-management  relations  and  to 
foster  joint  cooperative  relationships  that  increase  mutual 
understanding  and  ability  to  resolve  common  problems  and 
promote  development  of  high  performance  workplaces. 

Conferences / Seminars 

In  the  dynamic  labor  relations  arena  the  need  for  change 
and  improvement  is  essential  to  keep  pace  with  technology, 
workforce  diversity,  and  the  global  economy.  Effective 
devices  for  disseminating  information  to  promote  this  growth 
are  conferences,  workshops,  and  seminars.  FMCS  works  with  a 
variety  of  local  and  national  organizations  to  co-sponsor 
programs  to  improve  labor-management  relationships.  Subject 
matter  covers  collective  bargaining,  contract  administration, 
labor-management  cooperation,  quality  of  work  life,  effective 
grievance  handling,  arbitration,  employee  participation  and 
other  topics  of  current  interest.  Presentations  highlight 
development  of  skills,  success  stories,  new  and  improved 
techniques.  These  sessions  are  open  to  both  labor  and 
management  representatives. 

In  addition,  through  the  Labor-Management  Cooperation 
Program,  FMCS  sponsors  the  National  Labor-Management 
Conference.  This  event,  held  every  two  years  since  1982,  is 
the  largest  labor  relations  conference  in  the  United  States, 
drawing  over  1,500  attendees  from  virtually  every  state  in  the 
Nation  plus  a  dozen  foreign  countries.  The  conference 
highlights  innovative  joint  cooperative  efforts  and  offers 
"how  to"  workshops  so  that  attendees  can  use  conference 
information  to  establish  or  improve  their  labor-management 
committees . 
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Consultation\Liaison 

Parties  to  an  agreement  often  are  confronted  with  special 
problems  during  the  contract  term  which  are  best  treated  with 
trusted  third-party  neutral  assistance.  Mediators'  broad 
scope  of  experience  and  constant  participation  in  the 
collective  bargaining  process  qualify  them  as  an  important 
resource  on  which  the  parties  rely. 

Mediators  may  be  asked  to  chair  special  subcommittees 
established  during  contract  negotiations  to  deal  with  the 
issues  which  would  have  delayed  settlement  or  become  strike 
issues  at  contract  expiration.  Sometimes  questions  arise 
during  the  contract  term,  and  it  is  helpful  to  have  a  credible 
and  acceptable  mediator,  familiar  with  the  parties  and  their 
negotiations,  to  provide  neutral  counsel,  analysis,  and 
recommendations.  Other  times  mediators  assist  the  parties  in 
bridging  attitudinal  barriers  to  effective  contract 
negotiations. 

Labor-Management  Committees 

Labor-management  committees  may  be  in-plant,  industry,  or 
area -wide.  In-plant  committees  are  formed  within  a  single 
industrial  or  government  organization  and  deal  principally 
with  internal  issues  involving  labor  and  management.  Members 
of  these  committees  deal  with  non-contractual  and  non- 
bargained  issues,  such  as  general  business  climate,  product 
development,  product  quality,  productivity,  absenteeism, 
health  and  safety,  employee  participation  programs,  and  a  wide 
spectrum  of  subjects  which  affect  the  relationship  between  the 
parties.  This  open  communication  channel  and  joint  problem- 
solving  activity  tends  to  promote  less  stressful  and  more 
productive  contract  bargaining.  These  committees  exist  in 
every  industry  and  in  companies  of  every  size. 

Many  government  agencies,  as  well  as  private  industry, 
are  finding  labor-management  committees  useful  devices  for 
encouraging  joint  problem-solving  and  strengthening 
partnerships,  thereby  alleviating  stress  between  the  parties 
and  serious  adversarial  confrontations. 

Training 

Training  takes  a  variety  of  forms  and  flows  from  every 
other  FMCS  activity  including  Dispute  Mediation.  These 
activities  are  tailored  by  the  mediator  and  may  be  single 
sessions  to  deal  with  a  specific  group  or  issue  or  multi- 
sessions  covering  a  broader  spectrum  of  need.  The  goal  of 
these  programs  is  to  remove  barriers  within  the  employee- 
employer  relationship,  develop  a  basis  for  mutual  respect  and 
trust,  improve  communications  and  problem-solving  skills,  and 
thereby  enhance  the  relationship  between  the  parties. 
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This  training  is  carried  out  by  individual  mediators  or 
teams  of  mediators  who  use  current  classroom  techniques  common 
to  adult  education  programs.  Some  specific  training  programs 
are  highlighted  below. 

Labor-Management  initiatives 

Orientation  to  Labor-Management  Initiatives  (OLMI) 
highlights  the  core  concepts  that  drive  cooperative 
labor-management  relationships.   Small  groups  of  union 
and  management  practitioners  focus  on  the  methods  and 
techniques  of  organizational  change.  This  one-day  work- 
shop includes: 

-  A  brief  overview  of  the  Nation's  current  economic 
climate  and  other  factors  driving  change; 

-  A  look  at  how  work  and  work  relationships 
traditionally  have  been  organized; 

-  Video  tape  presentations  highlighting  the 
characteristics  and  values  critical  to  successful 
joint  labor-management  efforts  in  selected  American 
companies; 

-  Application  of  key  elements  of  these  successful 
enterprises  to  a  case  study. 

OLMI  invites  practitioners  to  weigh  the  implications  of 
organizational  change  so  that  they  can  approach  the 
future  with  greater  insight. 

Partners  in  Change 

For  organizations  that  have  moved  toward  cooperative 
labor-management  relationships,  the  Partners  in  Change 
(PIC)  program  allows  them  to  explore  their  full  partner- 
ship potential. 

During  this  2  1/2-day  seminar,  union  and  management 
decision-makers  identify  the  process  to  carry  out 
their  commitment.   Activities  include: 

-  Development  of  brainstorming  and  consensus-building 
skills; 

-  Examination  of  the  present  work  culture  and  its  in- 
terrelated systems; 

-  Review  of  the  elements  of  various  change  strategies; 

-  Relating  these  strategies  to  specific  interests  and 
problems  in  their  organization. 


■53- 
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Using  PIC  as  a  guideline,  labor  and  management  decision- 
makers from  a  single  organization  can  begin  the  process 
of  change  based  on  trust,  team-building,  mutual  goal- 
setting,  and  a  joint  vision  of  the  future. 

Committee  Effectiveness  Training 

Committee  Effectiveness  Training  (CET)  is  a  compendium  of 
exercises  designed  to  provide  labor-management  committee 
members  with  knowledge  and  skills  they  need  to  become 
effective  contributors.  The  key  to  CET's  flexibility  and 
adaptability  is  a  needs  assessment  questionnaire,  which 
enables  the  trainer  to  tailor  a  workshop  to  the  specific 
needs  and  time  constraints  of  the  requesting  group. 

CET  utilizes  a  guidebook  and  eight  training  modules 
containing  a  total  of  50  exercises.  The  first  five 
modules  relate  to  getting  the  job  done — effective 
planning,  effective  meetings,  group  problem-solving, 
consensus  decision-making,  and  effective  communication 
with  constituents.  The  last  three  modules  relate  to 
maintaining  effective  group  interaction — understanding 
self  and  others,  interpersonal  skills,  group  dynamics, 
and  shared  leadership. 

Interest  Based  (Win-Win)  Negotiations 

This  training  program  is  meant  to  help  individual  parties 
to  a  collective  bargaining  agreement  who  wish  to 
significantly  modify  the  manner  in  which  they  reach  their 
agreement.  The  training  is  done  in  advance  of  the 
negotiations  and  the  parties  are  taught  to  refocus  their 
thinking  about  their  bargaining  styles.  The  training  is 
done  jointly  and  teaches  new  approaches  to  reaching 
settlements:  (1)  the  parties  use  their  interests,  not 
their  positions  (looking  at  the  why,  not  the  what);  (2) 
the  parties  are  encouraged  to  discuss  the  similarities  in 
their  interests  and  then  to  brainstorm  about  consensual 
outcomes . 

Where  the  parties  are  open  to  an  alternative  to  a 

formerly   adversarial  model,    this   program   has 

significantly  altered  the  entire  labor-management 
relationship. 
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Relationships  bv  Objectives  (RBO) 

This  is  a  highly  structured  program  applied  when  a 
relationship  has  deteriorated  to  an  unacceptable  level. 
This  may  be  reflected  by  an  abnormal  incidence  of 
grievance  activity,  grievances  being  pursued  to  upper 
steps  of  the  procedure  and/or  arbitration,  wildcat 
strikes,  low  productivity  or  quality  levels,  or  a 
variety  of  other  expressions  of  low  morale  and  extreme 
attitudinal  problems. 

The  RBO  program  requires  firm  commitment  and 
participation  of  upper-level  management  and  union 
personnel  (the  decision-makers)  .  Its  intended  use  is  for 
relationships  in  serious  trouble.  Therefore,  it  is  less 
frequently  applied  than  other  FMCS  Preventive  Mediation 
activities.  However,  it  has  been  one  of  the  most 
effective  FMCS  programs  in  dealing  with  change. 
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III.   PUBLIC  INFORMATION  AND  EDUCATIONAL  ACTIVITIES 

The  purpose  of  public  information  and  educational 
activities  of  FMCS  is  to  advance  the  national  policy  of 
collective  bargaining.  These  activities  promote  the  wider 
acceptance  and  proper  use  of  the  collective  bargaining  process 
and  third-party  assistance  in  the  prevention  and  settlement  of 
labor-management  disputes.  In  turn,  this  process  advances  the 
theory  that  collective  bargaining  and  mediation,  when 
effectively  applied,  help  achieve  good  labor-management 
relations  and  promote  industrial  peace. 

Mediators  engage  in  public  information  and  educational 
activities  through  lectures  at  educational  institutions  at  all 
levels,  through  participation  in  public  and  private  sector 
seminars  and  conferences,  and  through  their  availability  to 
the  media.  These  activities  help  the  labor-management 
community  and  the  general  public  gain  a  better  understanding 
of  the  uses  of  dispute  mediation,  preventive  mediation, 
arbitration,  and  collective  bargaining,  and  the  positive 
results  of  enhanced  labor-management  relations. 
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IV.   ARBITRATION  SERVICES 

Arbitration  is  used  almost  universally  to  resolve  labor 
disputes  arising  out  of  the  interpretation  of  collective 
bargaining  agreements.  In  addition,  arbitration  is  used  as  a 
substitute  for  strikes  or  as  a  method  of  resolving  impasses  in 
contract  negotiations,  particularly  in  the  public  sector. 
Arbitration  is  favored  by  national  labor  policy;  Title  II  of 
the  Labor-Management  Relations  Act  encourages  the  use  of 
governmental  facilities  in  order  to  aid  voluntary  arbitration. 

Since  its  inception,  FMCS  has  provided  on  request  to 
labor  and  management  lists  of  experienced,  qualified 
arbitrators  from  which  parties  may  select  a  person  to  hear  and 
decide  disputes. 

FMCS  also  assists  parties  in  setting  up  improved 
alternatives  to  case-by-case  selection  of  arbitrators.  FMCS 
provides  assistance  to  parties  on  names,  procedures,  and 
contract  language  for  permanent  umpires  or  panels  for 
expedited  and  regular  arbitration. 

Under  Public  Law  93-360,  the  FMCS  establishes  boards  of 
inquiry  for  health  care  industry  disputes.  A  board  of  inquiry 
is  usually  appointed  from  the  FMCS  roster  and  the 
administration  of  a  board's  term  of  office  has  been  delegated 
to  the  Office  of  Arbitration  Services. 

Under  the  Civil  Service  Reform  Act  of  1978,  arbitration 
is  the  principal  avenue  available  to  redress  grievances  of 
federal  employees. 
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V.   ALTERNATIVE  DISPUTE  RESOLUTION  fADR) 

FMCS '  s  involvement  in  Alternative  Dispute  Resolution 
(ADR)  activity  dates  back  to  the  early  1970' s  when  the  agency 
was  asked  to  mediate  a  land  dispute  between  the  Navajo  and 
Hopi  Indian  tribes.  In  the  early  1980's,  FMCS  facilitated  the 
first  regulatory  negotiations  held  by  the  Federal  Aviation 
Administration.  Regulatory  negotiation  activity  increased 
throughout  the  decade,  with  FMCS  involved  in  negotiations  held 
by  the  Departments  of  Transportation,  Agriculture,  and  others. 
FMCS  also  began  providing  mediation  services  for  Home  Owner 
Warranty  disputes  and  in  training  volunteer  mediators  for  the 
Farm  Credit  Administration.  Since  the  mid-1980' s,  FMCS' s  work 
in  the  ADR  area  has  steadily  expanded  to  include  mediation  in 
the  areas  of  contracts,  regulatory  issues,  EEO/workplace 
grievances,  and  environmental  issues. 

Since  1991,  FMCS's  Alternative  Dispute  Resolution  program 
significantly  expanded  due  to  the  increased  demands  for  ADR 
services  throughout  the  Federal  government  in  response  to  the 
passage  of  the  Administrative  Dispute  Resolution  Act  and  the 
Negotiated  Rulemaking  Act.  Federal  agencies  sought  help  from 
FMCS  in  a  wide  range  of  ADR  activities. 

Office  of  ADR  Services 

In  1990  the  Office  of  Field  Services  and  Training  was 
established  to  coordinate  nationwide  ADR  activity  for  FMCS. 
The  office  was  managed  by  a  Director  whose  support  staff 
included  an  ADR  specialist;  a  support  technician  and  a 
secretary.  Due  to  increased  workload  a  second  ADR  specialist 
was  added  in  1994. 

ADR  Coordinators 

In  each  of  our  nine  districts  a  mediator  has  been 
designated  coordinator  for  ADR  activity.  The  coordinator's 
responsibilities  include  monitoring  the  needs  of  the  federal 
community  within  the  District's  geographical  area,  assisting 
other  mediators  in  the  design  and  delivery  of  ADR  programs, 
and  communicating  with  the  national  office  on  the  status  of 
ADR  activities.  Since  1991  there  have  been  two  conferences 
for  the  ADR  coordinators  and  national  office  ADR  staff  to 
exchange  information  and  discuss  strategic  planning  issues. 

Fjeld  Mediators 

FMCS  employs  approximately  200  full-time  mediators,  whose 
primary  responsibility  is  serving  the  collective  bargaining 
needs  of  the  private  and  public  sectors.  In  many  ways, 
mediation  and  ADR  have  become  synonymous  terms  for  the  general 
public.  ADR  is  defined  as  any  non-traditional  non-labor 
management  activity.   It  has  been  the  practice  of  the  agency 
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to  regularly  involve  field  mediators  in  the  ADR  program.  To 
date  nearly  thirty  percent  of  our  mediator  workforce  has  been 
involved  in  ADR  projects. 

Services  to  Clients 

FMCS  has  focused  its  ADR  services  in  five  primary  areas: 

Consultation  —  initial  assessment  of  a  client  agency's 
needs . 

System  Design  —  analysis  of  existing  mechanisms  and 
design  of  appropriate  methods  and  strategies  for  implementing 
ADR. 

Education/Training/Mentoring  —  programs  for  educating 
the  general  user  of  ADR  services,  training  in  mediation  skills 
for  potential  mediators,  and  actual  mentoring  of  mediator 
trainees  through  active  cases. 

Mediation/Facilitation  and  Convening  Services  —  FMCS 
is  available  on  contract  to  agencies  to  provide  mediation, 
facilitation  and  convening  services  for  all  types  of  disputes, 
depending  on  FMCS  resource  availability. 

Evaluation  and  Follow-up  —  Assessment  of  ADR  programs 
and  continuing  involvement  to  improve  ADR  initiatives. 

The  following  list  represents  these  activities  in  terms 
of  most  to  least  frequently  requested: 

1.  mediation  skills  training  (2-5  days) 

2.  ADR  education/awareness  programs  (1/2  -  1  day) 

3.  mediation/facilitation 

4.  mentoring  assistance 

5.  systems  design 

6 .  regulatory-negotiations 

7.  evaluation 

Examples  of  ADR  Contracts 

Department  of  Health  and  Human  Services  (1980)  —  FMCS 
has  been  under  an  exclusive  contract  with  HHS  to  mediate  age 
discrimination  cases  since  1980.  During  the  first  ten  years 
of  the  program,  FMCS  mediated  on  average  60-100  age 
discrimination  cases  per  year.  Since  1991,  age  discrimination 
case  activity  has  risen  significantly  to  over  100  cases  per 
year. 

Department  of  Education  (1991) —  The  Service  has  been 
under  contract  to  provide  mediation  services  for  the  recovery 
of  grant  funds  in  disputes  with  state  school  systems.  Since 
FY  1991,  thirty  such  cases,  involving  million  of  dollars,  have 
been  mediated. 
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Internal  Revenue  Service  (1993)  —  The  Internal  Revenue 
Service  (IRS)  has  made  a  broad  commitment  to  use  ADR  as  a 
standard  means  of  conducting  agency  business,  both  internally 
with  its  union  and  externally,  with  the  taxpayer.  As  part  of 
IRS'  long-term  strategy,  FMCS  has  served  as  the  primary 
consultant  and  contractor  with  the  IRS  Center  for  Conflict 
Management  to  implement  ADR  processes  throughout  all  aspects 
of  their  work.  FMCS  has  also  worked  closely  with  the  office 
of  International  Appeals  to  implement  ADR  in  large  tax  cases. 

Office  of  Personnel  Management  (1992)  —  FMCS  has  been 
instrumental  in  assisting  OPM  in  the  design,  development,  and 
piloting  of  its  two  and  five-day  courses  on  ADR.  The  two-day 
program  is  given  around  the  county  and  the  five-day  course  is 
part  of  management  training  at  the  Western  Management 
Development  Center  in  Denver. 

Department  of  Transportation  (1993-94)  —  In  partnership 
with  the  Administrative  Conference  of  the  United  States,  FMCS 
has  launched  a  major  initiative  to  implement  ADR  in  resolving 
EEO  disputes.  This  project  includes  systems  design,  mediator 
training,  and  mentoring  activity. 

Department  of  Housing  and  Urban  Development  —  FMCS  is 
currently  convening  and  facilitating  a  regulatory  negotiation 
project  involving  subsidies  paid  on  housing  projects  with 
vacant  units. 

Department  of  Labor  (1991-92)  ~  This  project  was 
designed  to  test  the  effectiveness  of  ADR  in  resolving  a  wide 
range  of  disputes  with  which  DOL  was  involved.  The  project, 
done  in  partnership  with  the  Administrative  Conference  of  the 
United  States,  consisted  of  designing  an  appropriate  system  of 
ADR,  training  and  mentoring  of  internal  DOL  mediators,  and 
conducting  an  evaluation.  The  pilot  lasted  about  six  months 
and  was  conducted  in  the  Philadelphia  region.  The  pilot 
showed  how  ADR  could  be  successfully  used  in  situations  as 
varied  as  enforcement  disputes  to  employment  issues. 

Other  Agencies  Which  Have  Used  FMCS  ADR  Services 

Resolution  Trust  Corporation 

Equal  Employment  Opportunity  Commission 

Federal  Bureau  Investigation 

Food  and  Drug  Administration 

Tennessee  Valley  Authority 

Department  of  Labor 

Department  of  Interior 

Fish  and  Wildlife  Service 

Department  of  Energy 

Federal  Aviation  Administration 

Department  of  Housing  and  Urban  Development 

Air  Force 

Public  Health  Service 
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Department  of  State 

Department  of  Agriculture 

Department  of  Commerce 

National  Park  Service 

U.S.  Forest  Service 

General  Accounting  Office 

U.S.  Mint 

Federal  Deposit  Insurance  Corporation 

Farm  Credit  Administration 


Regulatory  Negotiations 

Since  the  passage  of  the  Negotiated  Rulemaking  Act  in  1990, 
FMCS  has  facilitated  several  regulatory  negotiations  and 
public  policy  disputes,  including: 

Department  of  Transportation  —  handicap  access  to 

airplanes  (1988) 
Department  of  Agriculture  —  Varroa  mites  (1988) 
Department  of  Education  —  vocational  education  (1990) 
Killington-Pico  ski  resorts/Appalachian  trail  merger 

(1990-91) 
Farm  Credit  Administration  —  developing  formula  for 

member  contributions  (1992) 
State  of  New  York  —  usage  of  pesticides  (1993) 
State  of  Tennessee  —  use  of  waterways  (1993) 
Department  of  Housing  and  Urban  Development  —  vacancy 

rates  for  subsidized  housing  (on-going) 
Federal  Energy  Regulatory  Commission  —  development  of 

water  resources  in  the  Bay  Area  of  San  Francisco  — 

(on-going) 
Railway  Safety  Administration  (DOT)  —  rail  repair  safety 

procedures  (on-going) 
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VI.   MANAGEMENT  AND  ADMINISTRATIVE  SUPPORT 

Through  its  national  headquarters,  FMCS  provides  policy 
development,  coordination  of  services,  budget  and  financial 
management,  personnel  management,  training,  automated 
information  systems,  and  overall  management  of  the  agency. 
These  services  are  critical  to  the  accomplishment  of  the 
mission  of  the  agency. 

The  Director,  in  addition  to  his  overall  administrative 
responsibility  and  policy-making  role  for  the  Service  acts 
as  liaison  with  the  White  House,  members  of  the  President's 
Cabinet,  and  the  Congress  of  the  United  States.  He  provides 
direction  for  and  participates  in  major  disputes  as  the 
Nation's  top  mediator. 

The  Deputy  Director  is  responsible  for  assisting  the 
Director  in  all  aspects  of  the  national  mediation  program, 
the  day-to-day  administration  of  the  Service,  and  the 
development  of  FMCS  policy.  He  directly  supervises  field 
and  national  office  managers. 

The  Service's  79  field  offices  are  managed  by  district 
directors  who  report  to  the  Director  through  the  Deputy 
Director.  This  flat  management  profile  has  placed  the 
managers  of  the  agency  in  closer  contact  with  field 
mediators  and,  through  them,  with  our  clients  at  a  time  when 
effective  communications  can  mean  the  difference  between 
success  and  failure  of  the  collective  bargaining  process. 

The  goal  of  FMCS  continues  to  be  to  provide  the  fastest 
and  most  professional  response  possible  to  the  conflict 
management  and  dispute  resolution  needs  of  the  Nation.  FMCS 
assures  that  its  mediators  are  well  trained,  well  motivated, 
and  empowered  to  carry  out  their  very  important  role  in 
America's  collective  bargaining  and  conflict  resolution 
processes. 

Eonq-Range  Planning  Process 

In  early  1994,  the  Mediator  Task  Force  on  the  Future  of 
FMCS  was  created.  Members  of  this  Task  Force  were  chosen  in 
a  collaborative  process  by  the  agency  leadership  and  are 
believed  to  be  "among  the  best  thinkers  and  doers"  in  the 
agency.  They  were  asked  to  thoroughly  review  trends  and 
changes  in  our  national  environment,  economy,  and  workplaces 
with  emphasis  on  substantive  factors  affecting  our 
traditional  customers,  unions  and  businesses  in  the 
organized  sector  of  the  economy,  as  well  as  our  growing  ADR 
constituency.  The  Task  Force  began  work  with  presentations 
by,  and  discussion  with,  leaders  from  labor,  management, 
academia,   and   government.     Among   this   distinguished 
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leadership  group  were  Dr.  Ray  Marshall,  former  Secretary  of 
Labor,  Dr.  John  Gibbons,  Science  and  Technology  Advisor  to 
the  President,  Professor  Tom  Kochan  of  the  Massachusetts 
Institute  of  Technology,  Mr.  Richard  Trumka,  President  of 
the  United  Mine  Workers  of  America,  and  Mr.  Joe  Laymon, 
Director  of  Corporate  Industrial  Relations  of  the  Xerox 
Corporation.  Following  this  process,  Task  Force  members 
were  asked  to  develop  substantive  recommendations  for  the 
future  of  FMCS. 

In  June  1994,  the  Task  Force  issued  recommendations 
which  included  a  set  of  core  competencies  that  Task  Force 
members  believe  will  be  vital  to  the  Service  and  to  FMCS 
mediators  in  the  future  so  that  we  may  better  serve  our 
customers . 

The  Task  Force  recommendations  were  forwarded  to  a 
smaller  policy  action  team  which  analyzed  the 
recommendations  with  the  assistance  of  additional  task 
groups  of  employees.  The  initial  Strategic  Action  Plan  was 
completed  in  early  February  1995.  Elements  of  the  Plan 
support  the  mission  of  the  Service  and  contain  a  statement 
of  vision,  goals  and  objectives,  a  strategy  for  achieving 
them,  resource  requirements,  responsibility  assignments, 
timelines  for  completion  of  tasks,  and  a  methodology  for 
evaluation  for  continuous  improvement. 

The  core  competencies  outlined  in  the  report  of  the 
Task  Force  will  serve  as  the  basis  for  FMCS  performance 
measurement  standards,  and  progress  toward  achievement  of 
these  core  competencies  will  be  measured  and  analyzed. 

Objective  1996 

Management  and  administrative  goals  for  the  Service  in 
Fiscal  Year  1996  include: 

Implementation  of  the  recommendations  of  The 
Mediator  Task  Force  on  the  Future  of  FMCS 
and  the  Strategic  Action  Plan 

-  Implementation  of  a  Strategic  Information  Plan 

-  Continuous  improvement  of  the  professional  skills  of 
our  mediator  workforce  through  real-world  education 
and  training 
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VII.   LABOR-MANAGEMENT  COOPERATION  PROGRAM 

In  Fiscal  Year  1994,  Federal  Mediation  and  Conciliation 
Service  (FMCS)  awarded  ten  grants  at  a  cost  of  $769,000  to 
support  labor-management  committees  under  the  Labor  Management 
Cooperation  Act  of  1978.  FMCS  received  a  total  of  97  grant 
applications  requesting  approximately  $6,500,000  in  funding. 
(As  no  grants  were  awarded  in  Fiscal  Year  1992,  funding  for 
their  continuation  was  not  needed) . 

The  ten  grants  issued  last  fiscal  year  supported  areawide 
committees  in  Maryland  and  Iowa,  worksites  efforts  in  Oregon 
and  New  York  City,  industry  committees  based  in  Akron,  Ohio, 
Pittsburgh,  Pennsylvania,  and  San  Francisco,  California,  as 
well  as  public  sector  activities  in  the  State  of  Indiana,  the 
City  of  Detroit,  and  Wayne  County,  Michigan. 

In  Fiscal  Year  1995,  with  a  budget  of  $1,250,000  for 
grant  awards,  FMCS  will  reserve  approximately  $250,000  to 
continue  eligible  Fiscal  Year  1993  grants  for  an  additional 
six  months  of  operations  and  set  aside  up  to  30  percent  of 
remaining  funds  for  special  industry-specific  national  scope 
and/or  regional  models,  as  well  as  for  the  eighth  National 
Labor-Management  Conference.  The  remaining  funds  will  be  used 
to  support  the  national  competition  for  labor-management 
committee  grant  awards.  Customer  review  panels  will  be  used 
for  the  first  time  to  comment  on  applications.  FMCS  will  also 
create  a  Customer  Advisory  Council  to  review  the  grants 
program  for  possible  policy  or  procedural  changes. 

The  Fiscal  Year  1996  program  will  closely  follow  the 
Fiscal  Year  1995  program  with  modifications  which  may  result 
from  recommendations  from  the  Customer  Advisory  Council.  No 
funds  will  be  needed  to  support  the  National  Labor-Management 
Conference. 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 

STAFFING  REQUIREMENTS 

FISCAL  YEAR  1996 

The  budget  request  for  Fiscal  Year  1996  includes  a  total 
of  296  full-time  equivalents. 

A  distribution  of  the  full-time  equivalent  employment  for 
Fiscal  Years  1994-1996  is  as  follows: 


FY  1994   FY  1995     FY  1996 
Actual  Estimated  Estimated 


National  Office  Staff 
Field  Staff 


Total  Full-Time 

Equivalent  Employment 


221 
301 


79 
223 


77 
219 


The  following  table  shows  a  distribution  of  full-time 
equivalent  employment  by  activity: 


FY  1994   FY  1995     FY  1996 
Actual  Estimated  Estimated 


Dispute  Mediation, 
Preventive  Mediation 
and  Public  Informaton/ 
Educational  Activities 

Arbitration  Services 

Management  and  Admin- 
istrative Support 

Labor-Management 

Cooperation  Program 

Total  Full-Time 

Equivalent  Employment 


233 
13 


235 
12 


231 
12 


301 


296 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 

JUSTIFICATION  FOR  FINANCIAL  REQUIREMENTS 

FISCAL  YEAR  1996 

Change 
FY  1994    FY  1995    FY  1996     1995-1996 
(in  thousands  of  dollars) 


Total  Obligations 


$30,212    $31,344    $33,290 


+$1,946 


DISTRIBUTION  BY  OBJECT  CLASSIFICATION 


FY  1994    FY  1995    FY  1996     Change 
Actual  Estimated  Estimated    1995-1996 


Personnel  Compensation: 
Full-time  Permanent 

Other  than  Full-time 
Permanent 

Other  Personnel 
Compensation 
Total  Personnel 
Compensation 

Personnel  Benefits 

Benefits  for  Former 
Personnel 

Travel  and  Trans- 
portation of  Persons 

Transportation  of 
Things 

Rental  Payments  to  GSA 

Communications, 
Utilities,  and 
Other  Rents 

Printing  and  Repro- 
duction 

Other  Services 

Supplies  and  Materials 

Equipment 

Grants,  Subsidies,  and 
Contributions 


(in  thousands  of  dollars) 

$18,166 

$18,297 

$19,035 

+$ 

738 

111 

125 

125 

" 

198 

170 

$18,592 
4,082 

170 

$19,330 
4,167 



$18,475 
3,869 

+$ 

738 

85 

" 

263 

- 

- 

263 

1,825 

1,494 

2,019 

+ 

525 

19 
3,141 

1 
3,550 

1 
3,639 

+ 

89 

891 

59 
707 
298 
159 


909 

56 
587 
196 
114 


994 

58 
651 
245 
686 


2 
64 
49 

572 


Total  Obligations 


$1,946 


511 


Personnel  Compensation — $19.330.000 


FY  1994    FY  1995    FY  1996      Change 
Actual    Estimate   Estimate   1995-1996 
(in  thousands  of  dollars) 


Full-time  Permanent 
Other  than  Full-time 

Permanent 
Other  Personnel 

Compensation 


$18,166 
111 
198 


$18,297 

125 

120 


$19,035 

125 

120 


$18,475    $18,592    $19,330 


The  $19,330,000  requested  in  1996  for  Personnel  Compensation 
reflects  the  following:  (1)  $18,832,000  compensation  for  full-time 
permanent  employees;  (2)  $203,000  for  lump  sum  payments  for  annual 
leave  paid  to  employees  who  resign  or  retire  (3)  $110,000  for 
compensation  of  part-time  permanent  and  temporary  administrative/ 
clerical  employees;  (4)  $15,000  for  compensation  of  members  of 
Boards  and  Panels;  (5)  $143,000  for  incentive  and  performance 
awards;  and  (6)  $27,000  for  compensation  of  overtime. 


Personnel  Benefits— $4, 

167. 

000 

F\ 

'  1994 

FY 

1995 

FY 

1996 

Change 

Actual 
( 

Estimate   Esitmate   1995-1996 
in  thousands  of  dollars) 

Retirement,  CSRS 

$ 

845 

$ 

794 

$ 

746 

-$   48 

Retirement,  FERS 

709 

850 

903 

+    53 

FERS  Thrift 

256 

270 

284 

+    14 

Life  Insurance 

38 

40 

40 

— 

Health  Benefits 

721 

760 

760 

— 

FICA  Taxes 

360 

380 

407 

+    27 

Employee  Compensation 

Payments 
Workforce  Restructuring 

Payments 
Cost-of-Living 

Allowance 

614 
17 

646 
24 
17 

684 
24 
17 

+    38 

Medicare  Tax 

263 

262 

262 

— 

Official  Station 

Transfers 

9 

— 

— 

— 

Subsidy  for  Commuting 
Costs 

10 

11 

11 



Boards  and  Panels 

— 

1 

1 

— 

LMCP 

27 

27 

28 

+     1 

$ 

3,869 

$ 

4,082 

$  4 

,167 

+$   85 

-215  0—95 17 


512 


The  $4,167,000  requested  in  1996  for  Personnel  Benefits 
includes:  (1)  $746,000  for  payments  to  the  Civil  Services 
Retirement  System;  (2)  $903,000  for  payments  to  the  Federal 
Employees  Retirement  System;  (3)  $284,000  for  thrift  plan 
contributions  under  the  Federal  Employees  Retirement  System;  (4) 
$800,000  for  life  and  health  insurance  payments  for  employees  who 
elect  to  receive  such  coverage;  (5)  $407,000  for  FICA  payments;  (6) 
$684,000  for  compensation  payments  made  to  FMCS  employees  (or  their 
spouses)  involved  in  work-related  accidents  or  injuries;  (7) 
$24,000  for  Workforce  Restructructing  Payments  (8)  $17,000  for  the 
cost-of-living  adjustment  for  the  mediator  stationed  in  Hawaii;  (9) 
$262,000  for  Medicare  payments;  (10)  $1,000  for  benefits  paid  to 
members  of  Boards  and  Panels;  (11)  $11,000  subsidy  for  commuting 
costs;  and  (12)  $28,000  for  benefits  paid  to  employees  of  the  Labor 
Management  Cooperation  Program. 


Benefits  for  Former  Personnel 


FY  1994    FY  1995    FY  1996     Change 
Actual     Estimate   Estimate   1995-1996 
(in  thousands  of  dollars) 


Voluntary  Separation 
Incentive  Payments 


Travel  and  Transportation  of  Persons— $2.019.000 

FY  1994    FY  1995    FY  1996     Change 
Actual    Estimate  Estimate  1995-1996 
(in  thousands  of  dollars) 

National  Office 

Assignments  $   165   $   110   $   145       +$  35 

Field  Office 

Assignments  1,440     1,300     1,420       +  120 

Training,  Seminars, 

Workshops ,  and 

Conferences  197        50       430       +  380 

Official  Station 

Transfers 
New  Mediator  Travel 
Boards  and  Panels 
LMCP 


2 

— 

— 

13 

24 

14 

1 

2 

2 

7 

8 

8 

$  1,825    $  1,494    $  2,019        +$525 

The  $2,019,000  requested  for  1996  Travel  and  Transportation  of 
Persons  includes:  (1)  $145,000  for  travel  performed  by  national 
office  staff;  (2)  $1,420,000  for  field  travel—primarily  for 
Dispute  Mediation  and  Preventive  Mediation  activities;  (3)  $430,000 
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for  travel  associated  with  training  of  mediators  (4)  $14,000  for 
travel  involved  in  interviewing  individuals  for  mediator  positions 
and  travel  of  new  mediators  during  their  orientation  period;  (5) 
$2,000  for  travel  expenses  for  Boards  and  Panels  members;  and  (6) 
$8,000  for  travel  expenses  of  the  Labor-Management  Cooperation 
Program. 

Transportation  of  Things— $1. 000 


Transportation  of 
Household  Goods 

Miscellaneous  Trans- 
portation Costs 


FY  1994    FY  1995    FY  1996     Change 
Actual     Estimate   Estimate   1995-1996 
(in  thousands  of  dollars) 


The  $1,000  reguested  for  FY  1996  for  Transportation  of  Things 
will  cover  miscellaneous  transportation  expenses. 


Rents.  Communications,  and  Utilities — $4.633.000 


FY  1994 

FY 

1995 

FY 

1996 

Change 

Actual 

Est 

:imate 

Estimate 

1995-1996 

( 

in  thousands  of 

dollars) 

Communications 

FTS  System 

$    195 

$ 

205 

$ 

263 

+$   58 

GSA  Service 

370 

380 

395 

+    15 

Postage 

216 

190 

198 

+     8 

Telegrams  &  Misc. 

Communications 

3 

2 

2 

— 

LMCP 

20 

20 

20 

— 

Subtotal  Communications  £_ 


J797 


878 


+$      81 


Office  Space 

$  3, 

,141 

$  3 

,550 

$  3 

,639 

+$ 

89 

ADP  Equipment 

24 

31 

32 

+ 

1 

Reproduction  &  Misc. 

Equipment 

52 

70 

73 

+ 

3 

Boards  and  Panels 

— 

2 

2 

— 

Conference  Room 

6 

4 

4 

— 

Passenger  Motor  Vehicle 

5 

5 

5 

— 

Subtotal  Rents 


$    3.228         $    3.662         S    3.755  ±$_ 93 

$    4,032         $    4,459         $    4,633  +$    174 
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Communications — The  $878,000  requested  in  FY  1996  for 
Communications  and  Utilities  includes:  (1)  $658,000  for  FTS,  GSA, 
and  commercial  communications  charges;  (2)  $198,000  for  postage; 
(3)  $2,000  for  telegrams  and  miscellaneous  communications  used  in 
critical  negotiations;  and  (4)  $20,000  for  Labor-Management 
Cooperation  Program  expenses. 

Rentals — The  $3,755,000  requested  in  FY  1996  for  Rentals 
includes:  (1)  $3,639,000  for  office  space;  (2)  $32,000  for 
automated  data  processing  equipment,  (3)  $73,000  for  reproduction 
and  miscellaneous  equipment;  (4)  $5,000  for  motor  vehicle;  (5) 
$4,000  for  conference  rooms  used  during  certain  negotiations;  and 
(6)  $2,000  for  Boards  and  Panels  expenses. 

Printing  and  Reproduction— $58.000 

FY  1994    FY  1995    FY  1996     Change 
Actual    Estimate  Estimate  1995-1996 
(in  thousands  of  dollars) 

Annual  Report                —  $  6  $     6 
FMCS  Forms  and  Other 

Printing  $    55  50  52      +$   2 

LMCP  4   zz  =Z       " 


+$ 


The  $58,000  requested  in  FY  1996  for  Printing  and  Reproduction 
includes  (1)  $6,000  for  printing  of  the  FMCS  Annual  report;  and  (2) 
$52,000  for  agency  forms  and  miscellaneous  printing. 
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Other  Services— $651.000 


FY  1995   FY  1996     Change 
Estimate   Estimate   1995-1996 
(in  thousands  of  dollars) 


Professional 

Development  and 
Training 

Maintenance  of  ADP 
Eguipment 

Support  Services  for 
ADP  Development 

Office  Repairs, 
Alternations  and 
Maintenance 

OPM  Investigations 

Health  Care  Services 

Maintenance  of  Office 
Machines  and  Equip- 
ment 

Boards  and  Panels 

Official  Represen- 
tation Fund 

Guard  Services 

Other  Contractual 
Services 

Moving  Expenses 

Computer  Assisted  Legal 
Research 

LMCP 


+  $ 


42 

20 

20 

— 

3 

20 

12 

- 

8 

23 

25 

26 

+ 

1 

64 

50.5 

52.5 

+ 

2 

~ 

10 

10 

— 

2 

2.5 

2.5 

— 

93 

95 

99 

+ 

4 

73 

35 

65 

+ 

30 

7 

9 

9 

— 

11 

5 

5 

— 

9 

5 

5 

— 

The  $651,000  requested  for  FY  1996  for  Other  Services 
includes:  (1)  $35,000  for  professional  development  and  training; 
(2)  $310,000  for  regular  ADP  operations  and  for  operations  of  the 
Payroll/Personnel  system;  (3)  $20,000  for  office  repairs, 
alternations  and  maintenance;  (4)  $12,000  for  OPM  investigations  of 
new  employees;  (5)  $26,000  for  health  care  services-HHS  health  unit 
fees;  (6)  $52,500  for  maintenance  of  machines;  (7)  $10,000  for 
Boards  and  Panels  expenses;  (8)  $2,500  for  official  representation 
expenses;  (9)  $99,000  for  Guard  Services;  (10)  $9,000  for  moving 
expenses;  (11)  $65,000  for  other  contractual  services;  (12)  $5,000 
for  computer  assisted  legal  research;  and  (13)  $5,000  for  Labor- 
Management  Cooperation  Program  expenses. 
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Supplies  and  Materials— $245.000 


FY  1994    FY  1995    FY  1996     Change 
Actual    Estimate  Estimate  1995-1996 
(in  thousands  of  dollars) 


Supplies  and  Materials 
ADP  Supplies 
Subscriptions 
Audio-Visual  Supplies 
LMCP 


239 
36 
13 

-10 


137 

40 

14 

1 

i 


180 
45 

15 

1 
4 


196 


245 


The  $245,000  requested  in  FY  1996  for  Supplies  and  Materials 
includes:  (1)  $180,000  for  regular  supplies  and  materials;  (2) 
$45,000  for  ADP  supplies;  (3)  $15,000  for  subscriptions;  (4)  $1,000 
for  audio-visual  supplies;  and  (5)  $4,000  for  the  Labor-Management 
Cooperation  Program. 

Equipment— $686,000 

FY  1994   FY  1995   FY  1996    Change 
Actual    Estimate   Estimate   1995-1996 
(in  thousands  of  dollars) 

Furniture,  Fixtures 
and  Office  Equip- 
ment $     64    $     30 

ADP  Equipment  92        80 

Audio-Visual  Equip- 
ment and  Training 
Films  3   4 


50 
632 


+  $ 


20 
552 


+$  572 


The  $686,000  requested  in  FY  1996  for  Equipment  includes:  (1) 
$50,000  for  furniture,  fixtures,  and  office  equipment;  (2)  $632,000 
for  ADP  equipment  under  the  FMCS  Strategic  Information  Plan;  and 
(3)  $4,000  for  audio-visual  equipment. 
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Grants,  Subsidies,  and  Contributions— $1.500. 000 

FY  1994    FY  1995    FY  1996     Change 
Actual     Estimate   Estimate   1995-1996 
(in  thousands  of  dollars) 

Grants,  Subsidies, 

and  Contributions      $   769   $  1,500   $  1,500 

=======   =======   =======      ====== 

The  $1,500,000  requested  in  FY  1996  is  for  grants  to  support 
the  establishment  and  operation  of  plant,  area,  and  industry  labor- 
management  committees. 
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FEDERAL  MEDIATION  AMD  CONCILIATION  SERVICE 
CAMEO  CASES 


Following  are  examples  of  Federal  Mediation  and 
Conciliation  Service  efforts  to  reduce  conflict  between  labor- 
management  parties.  These  examples  cover  the  Service's  work 
under  the  Dispute  Mediation  and  Preventive  Mediation  programs. 


TRUCKING  INDaSTRY 

Twice  in  1994,  the  Federal  Mediation  and  Conciliation 
Service's  traditional  role  in  dispute  mediation  received 
national  attention. 

In  the  first  instance,  the  Service's  mediators  spent  a 
February  Sunday  with  United  Parcel  Service  and  International 
Brotherhood  of  Teamsters  (IBT)  leaders  attempting  to  resolve 
the  parties'  nationally  publicized  dispute  over  package  weight 
limitations.  The  meetings,  however,  brought  about  no 
satisfactory  resolution  of  differences.  The  following  day  saw 
a  partial  strike.  The  day  after  that  both  parties  were  in 
court  where,  as  a  part  of  a  settlement,  the  Teamsters  returned 
to  work.   The  weight  issue,  however,  remains  unresolved. 

The  second  instance  was  the  strike  in  April  by  the 
Teamsters  against  TMI,  Inc,  a  national  firm  representing  22 
trucking  companies  around  the  country.  The  two  most 
publicized  issues  in  the  strike  were  the  companies'  proposed 
to  use  of  part-time  workers  and  their  desire  to  utilize,  to  a 
greater  extent  than  currently  permitted,  an  "intermodal" 
system  (the  use  of  rail  shipping  to  complement  trucking) . 
Other  issues  concerned  wages  and  benefits. 

The  strike,  the  first  in  the  trucking  industry  since 
1979,  was  marked  by  reports  of  freight  pile-ups  at  shipping 
points  on  the  West  coast,  the  permanent  closure  of  one  of 
TMI's  member  companies  in  the  Midwest,  sporadic  violence  and 
arrests  around  the  country,  and  the  detrimental  effect  of  the 
action  on  the  Teamsters'  reputation  and  purse.  At  the  same 
time,  TMI  members,  breaking  ranks  with  their  co-members  and 
the  parent  firm,  began  to  promote  separate  accommodations  with 
the  union. 

More  than  two  weeks  into  the  strike,  however,  the  U.S. 
Secretaries  of  Transportation  and  Labor  jointly  reguested  that 
the  parties  seek  FMCS  assistance  in  resolving  the  dispute. 
Talks  were  already  being  held  by  the  parties  in  the  neutral 
atmosphere  of  the  Service's  Washington  headguarters  but 
without  the  Service's  formal  participation.  Thus,  when  TMI 
and  the  union  acceded  to  the  Secretaries'  reguest,  the  Service 
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was  immediately  able  to  become  involved.  Five  days  of  intense 
FMCS-conducted  mediation  followed,  and  on  April  28  the  parties 
announced  tentative  agreement.  In  June,  in  a  mail  ballot 
referendum,  82  percent  of  the  IBT  membership  accepted  the 
April  terms,  and  a  four-year  settlement  with  TMI  was 
subsequently  signed. 


KROGER  AND  THE  UNITED  FOOD  AND  COMMERCIAL  WORKERS  UNION 

Target  Specific  Bargaining  (TSB)  is  a  relatively  new 
collective  bargaining  technique  promoted  by  FMCS.  It  consists 
of  the  use  of  collected  data,  mutually  agreed  to  by  both  labor 
and  management,  which  drives  the  bargaining  process.  In 
situations  where  the  technique  has  been  tried,  such  as  with 
the  SSI  Corporation  and  the  Metal  Trades  Department  (AFL-CIO) 
negotiations  at  Arnold  Air  Force  Base  in  1993,  it  has  worked 
very  well. 

In  1994  TSB  was  utilized  by  the  Kroger  Company  and  United 
Food  and  Commercial  Workers  Local  1557  in  contract 
negotiations  covering  the  company's  Mid-South  District  which 
encompasses  Tennessee,  Alabama,  and  parts  of  Kentucky  and 
Arkansas,  and  consists  of  72  locations  with  14,400  employees. 
Commencing  in  February,  mediators  from  two  FMCS  districts 
facilitated  a  three-month  TSB  training  and  collective 
bargaining  process  for  the  company  and  the  union.  Three 
different  contracts  were  up  for  negotiation  covering  2,673 
issues.  At  the  end  of  the  process  all  the  issues  had  been 
resolved  using  collected  data  and  consensus. 

FMCS  has  since  established  a  structured  follow-up  system 
for  the  Mid-South  District,  and  Kroger  is  exploring  the 
possibility  of  using  the  TSB  process  in  its  other  districts. 


DEFENSE  CONTRACT  MANAGEMENT  DISTRICT  WEST  AND  THE 
AMERICAN  FEDERATION  OF  GOVERNMENT  EMPLOYEES 

To  make  "government  work  better  and  cost  less," 
representatives  of  the  U.S.  Defense  Contract  Management 
District  West  (DCMDW)  and  the  American  Federation  of 
Government  Employees  (AFGE)  Council  requested  that  FMCS 
provide  their  employees  in  Arizona,  California,  Hawaii,  Texas, 
and  Washington  with  Interest  Based  Bargaining  (IBB)  training 
prior  to  their  upcoming  contract  negotiations.  FMCS 
determined  that  some  relationship  awareness  training  might 
also  be  of  value  and  this  training  was  conducted  in  El  Segundo 
for  DCMDW  District  commanders  and  staff  and  the  AFGE  Council 
President. 
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As  a  result  of  the  training  the  parties  agreed  to  follow 
a  four-step  process  in  their  negotiations. 

1.  They  would  begin  with  an  FMCS-facilitated 
Partners  in  Change  (PIC)  program  for  the  DCMDW 
commander,  his  management  team,  and  the 
presidents  of  the  seven  AFGE  locals  within  the 
District. 

2 .  They  would  establish  a  District-wide  multi-state 

Labor-Management  Relations  Council  (LHRC) . 

3.  They  would  undertake  IBB  training. 

4.  They  would  use  this  training  as  a  basis  for  ne- 
gotiations of  their  collective  bargaining  agree- 
ment with  a  FMCS  mediator  as  facilitator. 

Following  completion  of  Step  4  of  the  process,  the 
parties  realized  they  had  resolved  107  bargaining  issues  in  a 
matter  of  nine  days,  and  the  Step  2  chartered  LMRC  underwent 
FMCS-conducted  Committee  Effectiveness  Training. 

Since  then  the  LMRC  has  met  regularly  to  discuss  issues 
of  common  interest,  to  plan  for  DCMDW s  future,  and  to  act  as 
a  resource  for  commands  and  locals  throughout  the  District. 


DEPARTMENT  OF  DEFENSE  DEPENDENT  SCHOOLS  AND  THE  OVERSEAS 
EDUCATIONAL  ASSOCIATION 

The  U.S.  Defense  Department  operates  a  world-wide  school 
system  primarily  for  U.S.  military  dependents  stationed  with 
their  parents  overseas.  Department  of  Defense  Dependent 
Schools  (DODDS)  employees,  teachers  often  living  in  hostile  or 
third-world  environments,  are  represented  by  the  Overseas 
Educational  Association  (OTA) ,  an  affiliate  of  the  American 
Federation  of  Teachers. 

In  the  spring  of  1994  FMCS  was  asked  to  assist  in 
contract  negotiations  between  DODDS  Mediterranean  Region  and 
OTA  which  were  then  in  their  fifth  year  without  a  satisfactory 
settlement.  When  the  Service's  mediator  arrived  in  Verona, 
Italy,  where  negotiations  were  being  held,  she  was  faced  with 
19  outstanding  articles  encompassing  over  60  contract  issues, 
a  four-year  history  of  unfair  labor  practice  charges,  a  unit 
clarification  petition,  contentious  demonstrations,  much 
frustration  on  the  part  of  the  negotiators,  and  a  two-week 
time  frame  in  which  to  resolve  the  impasses.  By  the  time  the 
mediator  left  Verona,  she  had  aided  the  parties  in  forging  a 
problem-solving  approach  to  their  differences,  and  all  but 
four  of  the  outstanding  articles  were  resolved.  Maintaining 
phone  contact  with  the  negotiators  over  the  next  few  weeks, 


521 


the  mediator  learned  that  despite  a  renewal  of  tensions  after 
she  departed,  the  final  four  articles  were  eventually  settled, 
thanks  to  the  positive  framework  she  had  established  while  on- 
site. 


JOHN  DEERE  AND  THE  INTERNATIONAL  ASSOCIATION 
OF  MACHINISTS 

Historically,  the  John  Deere  Corporation  plant  in 
Horicon,  Wisconsin,  and  International  Association  of 
Machinists  (IAM)  Local  873  have  had  an  adversarial  relation- 
ship. The  most  recent  instance  was  a  3  0-day  strike  in  1989, 
and  even  after  the  strike  was  settled,  plant  management 
continued  to  see  its  work  going  elsewhere.  The  union  was 
experiencing  a  decrease  in  membership  at  the  plant. 
Membership  had  fallen  to  two-thirds  of  its  mid-1980* s  high  of 
1,200  members. 

In  order  to  stem  these  negative  trends,  management  and 
labor  agreed  to  form  a  partnership  committed  to  create 
positive  changes  in  their  relationship.  They  underwent  joint 
cooperative  training  and  eventually  expanded  their  partnership 
to  include  technological  changes,  quality  improvement, 
employee  empowerment,  and  interest-based  bargaining  training, 
the  latter  provided  by  FMCS.  The  labor  agreement  negotiated 
in  1992  provided  employee  job  security  and  increased  labor- 
management  participation  at  all  levels  of  the  plant,  but  it 
was  tempered  by  economic  concessions  to  the  company. 

Since  that  settlement,  as  the  negotiated  changes  have 
been  implemented,  labor-management  teamwork  has  become  a  way 
of  life  at  the  plant.  New  supervisors  and  union  officials  are 
trained  in  problem-solving  and  "win-win"  techniques  by 
locally-based  FMCS  mediators.  The  most  recent  round  of 
training  and  subsequent  follow-up  occurred  during  the  past 
year.  The  eventual  goal  is  for  in-house  facilitators  to 
continue  the  process  once  FMCS  expertise  is  no  longer 
required.   Some  of  those  facilitators  are  already  at  work. 

Benefits  realized  thus  far  from  the  partnership  include 
increased  work-orders  for  the  company,  a  union  membership 
above  the  previous  high,  and  recognition  by  other  Greater 
Milwaukee  companies  and  by  state  and  national  organizations. 
Deere  partnership  teams  now  provide  tours  of  their  plant  for 
guests  of  other  companies  where  they  share  their  experiences. 
Other  recent  team  presentations  include  those  for  the 
Wisconsin  Labor-Management  Committee,  the  Wisconsin  Industrial 
Relations  Research  Association,  and  in  partnership  with  the 
Boeing  Company,  the  Service's  Seventh  National  Labor- 
Management  Conference  in  Washington  in  June  1994. 
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ALABAMA  COAL 

The  Jim  Walters  Resources  Company,  located  in  Jasper, 
Alabama,  is  a  surface  and  underground  coal  mining  operation 
with  approximately  3,200  employees  represented  by  the  United 
Mine  Workers.  In  October  1993,  company  and  union  leaders 
sought  FMCS  assistance  in  implementing  a  process  for  positive 
change  in  their  relationship.  The  Service's  Birmingham  field 
office  subsequently  initiated  a  series  of  "Relationships-By- 
Objectives"  workshops  with  the  parties.  The  first  round, 
consisting  of  six  sessions,  has  been  completed,  and  a  second 
follow-up  round  is  being  scheduled.  In  the  meantime,  another 
Alabama-based  coal  company,  Drummond,  has  requested  and  is 
currently  receiving  the  initial  workshop  series,  and  the 
Service  is  in  the  process  of  scheduling  similar  training  for 
other  coal  companies  in  the  state.  FMCS  anticipates  that  the 
program  will  become  industry-wide  in  Alabama. 

The  fact  that  management  and  labor  are  participants  in 
such  an  endeavor  is  unprecedented  in  the  State's  coal 
industry.  As  a  consequence  of  this  work,  the  industry  is 
undergoing  a  dramatic  change  from  its  formerly  adversarial 
labor-management  relationship  to  a  much  more  constructive  one. 


FMCS  FEDERAL  SECTOR  CONFERENCE 

In  addition  to  its  Seventh  Labor-Management  Conference  in 
Washington  in  June  1994,  FMCS  sponsored  its  second  annual 
Federal  Sector  Conference.  The  federal  effort  was  aimed  at 
implementation  of  Executive  Order  12871  through  labor- 
management  partnerships. 

Held  in  Houston,  Texas,  organized  by  the  Service's 
Houston  field  office  staff,  and  intended  initially  to  be 
regional  in  scope,  the  two-day  conference  drew  an  attendance 
of  350  from  around  the  country.  Participants  were  from 
cabinet  agencies  and  other  independent  federal  agencies  and 
from  all  major  federal  sector  unions. 

A  significant  portion  of  the  agenda  focused  on  labor- 
management  partnership  experiences  between  several  Federal 
agencies  and  their  respective  unions.  Among  the  15  available 
workshops  there  were  sessions  on  workers'  compensation, 
violence  in  the  workplace,  sexual  harassment,  alternative 
dispute  resolution,  grievance  mediation,  and  arbitration. 

Based  on  the  results  of  the  attendees'  written 
evaluations,  FMCS  staff  consider  the  conference  to  have  been 
a  success,  and  plans  are  underway  for  a  similar  conference  in 
1995. 
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FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 
INTERNATIONAL  ACTIVITIES 


In  Fiscal  Year  1994,  FMCS  trained  and  briefed  540  labor, 
management,  government,  and  other  leaders  from  eighty-five 
countries.  Fourteen  mediators  were  involved  in  nine  overseas 
projects.  This  work  is  performed  through  reimbursable 
agreements  covering  the  cost  of  salaries  and  expenses. 

With  increasing  global  interdependence,  many  of  the 
world's  nations  are  re-examining  the  role  and  structure  of 
their  labor-management  relations.  In  some  instances,  changes 
are  occurring  in  traditionally  democratic  societies  where 
older  industrial  relations  systems  are  proving  to  be 
inadequate  to  the  fuller  use  of  human  resources.  In  other 
situations,  movement  toward  democratization  following  the 
collapse  of  older  ideological  systems  has  triggered  an 
interest  in  free  enterprise  economics  and  in  new  structures 
and  relationships  in  the  workplace. 

It  is  that  expanding  international  interest  in  more 
effective  labor-management  relations  that  explains  the 
increasing  frequency  of  international  inquiries  and  requests 
for  FMCS  advice  and  assistance.  International  neighbors  are 
seeking  tested  experience  to  develop  their  own  "best 
practices"  in  addressing  contemporary  labor-management  issues. 

FMCS  International  Services 

In  recognition  of  the  growing  importance  of  its 
international  activities  and  the  increasing  frequency  of 
requests  for  information  and  assistance,  FMCS  formalized  its 
activity  by  creating  an  Office  of  International  Affairs  in 
1992. 

Since  FMCS  is  an  independent  neutral  agency  of  the  U.S. 
Government,  responsible  for  domestic  labor  dispute  resolution 
and  improved  labor-management  relations,  its  international 
activities  are  most  often  carried  out  in  cooperation  with 
other  organizations  such  as  the  Agency  for  International 
Development  (USAID)  of  the  U.S.  Department  of  State,  the 
Bureau  of  International  Labor  Affairs  (ILAB)  of  the  U.S. 
Department  of  Labor,  the  United  States  Information  Agency 
(USIA) ,  and  other  governmental  organizations. 

FMCS  international  Training  Programs  and  Briefings 

A  variety  of  training  programs  and  group  briefings  were 
provided  by  FMCS. 
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Taiwan  As  part  of  a  continuing  program  of  cooperation  with 
the  Council  of  Labor  Affairs  of  the  Government  of  Taiwan,  and 
under  the  coordination  of  the  American  Institute  in  Taiwan, 
FMCS  provided  Washington-based  training  programs  on  industrial 
relations  and  dispute  resolution  systems  for  one  group  of 
labor  leaders  and  another  group  of  government  officials.  Both 
groups  had  on-site  visits  with  labor  and  management  officials 
and  FMCS  mediators  in  Chicago  and  San  Francisco.  These 
training  programs  will  continue  in  Fiscal  Year  1995. 

Korea  With  current  Korean  re-examination  of  their  industrial 
relations  systems,  two  groups  of  Korean  labor,  management,  and 
other  officials  visited  FMCS  for  sessions  with  agency 
officials  on  U.S.  industrial  relations  and  dispute  resolution 
process  development.  In  addition  to  these  practitioner 
groups,  an  FMCS  representative  met  with  a  Korean  Labor 
Ministry  delegation  on  proposed  assistance  in  labor-management 
relations  and  labor  dispute  resolution. 

People's  Republic  of  China  An  unprecedented  visit  to  FMCS  by 
officials  of  the  Ministry  of  Labor  of  the  People's  Republic  of 
China  resulted  from  an  FMCS  invitation  to  the  Service's 
National  Labor-Management  Conference  in  Washington,  D.C.  The 
delegation  received  specialized  briefings  before  and  after  the 
Conference  and  on-site  programs  in  Minneapolis,  Seattle,  and 
San  Francisco.  The  delegation  was  interested  in  labor  law, 
collective  bargaining,  labor-  management  structures,  functions 
and  relations,  the  processes  of  mediation  and  arbitration,  and 
labor-management  cooperation  programs. 

Latin  America  Last  year,  FMCS  provided  briefings  on  current 
developments  in  U.S.  labor-management  relations  and  dispute 
resolution  to  groups  of  labor  and  management  leaders  from 
South  and  Central  America,  as  well  as  the  Caribbean. 

Russia  and  Eastern  Europe  As  a  result  of  FMCS  efforts  in 
Russia  since  1990,  the  Russian  government  formally  established 
a  Service  for  the  Resolution  of  Collective  Labor  Conflicts  in 
October  1993.  This  new  Service,  which  performs  a  function 
similar  to  that  of  FMCS,  is  located  within  the  Russian 
Ministry  of  Labor.  The  first  Director  of  the  new  Russian 
Service  was  trained  in  Russia  last  year  by  two  FMCS  mediators. 

FMCS  will  conduct  advanced  mediation  and  arbitration 
training  and  a  program  on  mediation  administration  in  Russia 
during  Fiscal  Year  1995. 

Two  tri-partite  delegations,  one  from  Poland  and  the 
other  from  Romania,  were  provided  extensive  briefings  on  U.S. 
labor-management  relations.  These  sessions  were  designed  to 
develop  understanding  and  support  for  efforts  in  those 
countries,  to  establish  industrial  relations  systems,  and  to 
inaugurate  labor  dispute  resolution  capabilities. 


525 


Multi-National  A  number  of  special  briefings  were  conducted 
for  groups  of  national  representatives  of  several  regions 
including  Latin  America,  the  Middle  East,  and  Africa,  as  well 
as  Eastern  and  Western  Europe.  Members  of  these  groups 
included  labor  and  management  leaders,  academics,  and 
government  representatives  with  special  interests  in 
industrial  relations,  mediation,  and  arbitration. 

FMCS  and  the  BLS  International  Cooperation  Program 

Another  example  of  group  training  is  a  program  provided 
annually  at  the  request  of  the  Division  of  International 
Cooperation  of  the  Bureau  of  Labor  Statistics  (BLS)  of  the 
U.S.  Department  of  Labor.  In  1994,  a  group  of  labor 
technicians  from  a  variety  of  Ministries  of  Labor  were 
provided  training  and  on-site  experience  in  industrial 
relations,  mediation,  and  arbitration.  This  training  will  be 
helpful  in  their  use  of  statistical  data  in  support  of 
collective  bargaining  in  their  countries.  FMCS  provided 
twenty-three  group  briefings  for  three  hundred  and  seventy 
international  leaders. 

individual  Briefings 

One  hundred  and  four  international  leaders  from  a  variety 
of  countries  with  interests  in  American  labor-management 
relations  and  dispute  resolution  received  special  briefings 
from  FMCS  staff  during  the  year.  Many  of  these  briefings  were 
provided  at  the  request  of  U.S.  embassy  officials  abroad. 
Other  meetings  were  arranged  at  the  request  of  foreign 
embassies. 

SPECIAL  PROGRAMS 

FMCS  National  Labor-Management  Conference 

Over  the  past  twelve  years,  FMCS  has  sponsored  bi-annual 
National  Labor-Management  Conferences  in  Washington,  D.C. 
Organized  around  a  series  of  workshops  led  by  labor  and 
management  practitioners  who  discuss  their  cooperative 
programs,  the  Conferences  attract  fifteen  hundred  U.S. 
practitioners. 

For  the  first  time  in  Fiscal  Year  1994,  the  Service 
extended  invitations  to  foreign  labor,  management,  and 
government  officials  to  attend  this  program.  Although 
interpretation  and  financial  assistance  were  not  provided, 
sixty  international  leaders  from  nineteen  countries  attended 
the  two  and  a  half  day  program  in  Washington.  Special 
briefings  were  held  before  and  after  the  Conference  and  an 
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international  desk  was  available  to  assist  them.  The  sixteen 
hundred  U.S.  conference  participants,  as  well  as  FMCS 
mediators,  served  as  additional  resources  to  the  visitors. 
FMCS  expects  to  add  this  international  dimension  to  future 
conferences . 

U.S.  State  Department  Labor  Attache  Training 

FMCS  provided  three  days  of  training  on  U.S.  industrial 
relations  and  dispute  resolution  for  sixteen  U.S.  foreign 
service  officers  recently  assigned  as  labor  attaches  to 
overseas  posts.  This  year's  program  included  contributions 
from  labor  and  management  practitioners,  as  well  as  from  FMCS 
mediators . 

Regional  Workshops  on  Innovative  Labor-Management 
Relations  in  Latin  America  and  the  Caribbean 

Based  on  the  positive  experience  of  the  Latin  American 
Symposium  on  Emerging  Frameworks  For  Labor-Management 
Cooperation  held  in  the  Dominican  Republic  by  USAID  and  the 
U.S.  Department  of  Labor  in  1993,  the  sponsors  organized  a 
series  of  four  sub-regional  workshops  in  Fiscal  Year  1994  to 
introduce  innovative  labor-management  relations  in  the 
regions.  The  purpose  of  the  sub-regional  meetings  was  to 
provide  labor-management  representatives  from  the  various 
areas  an  opportunity  to  learn  more  about  labor-management 
cooperation.  Sub-regional  workshops  were  held  in  Costa  Rica, 
Venezuela,  and  Barbados.  A  fourth  workshop  will  be  conducted 
in  Buenos  Aires  in  Fiscal  Year  1995. 

During  each  of  these  workshops  two  FMCS  mediators, 
accompanied  by  management  and  labor  representatives  from  U.S. 
companies,  discussed  the  use  of  the  Relations  by  Objectives 
Program  and  similar  efforts  to  move  an  industrial  relations 
situation  from  crisis  to  cooperation.  Other  workshop  programs 
focused  on  interest-based  bargaining  and  creation  of  high 
performance  workplaces. 

Australian  Labor  Minister  Visit 

The  new  Labor  Minister  of  Australia  visited  FMCS  to 
continue  discussions  begun  last  year  with  his  predecessor. 
The  talks  centered  on  changes  in  labor  law  and  their  effect  on 
collective  bargaining  and  industrial  relations.  The  FMCS 
Director  described  changes  anticipated  at  FMCS  as  a  result  of 
similar  changes  in  U.S.  labor-management  relations  practices. 
That  visit  was  followed  by  another  by  the  Labor  Minister  of 
New  South  Wales  who  described  provincial  changes  and  special 
interest  in  U.S.  mediation  structures.  These  visits  signal 
continuing  cooperation  between  FMCS  and  Australian 
counterparts,  especially  in  the  ares  of  labor  dispute 
resolution  and  relationship  building. 
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FMC8  overseas  Activities 

FMCS  continued  to  respond  to  requests  for  overseas 
programs  and  technical  assistance  in  Fiscal  Year  1994.  These 
activities  usually  involved  one  or  more  mediators  who  traveled 
outside  the  United  States  on  specific  projects.  Examples  of 
this  continuing  work  include: 

Brazil  This  year,  the  Minister  of  Labor  of  Brazil  undertook 
a  program  of  international  consultation  in  anticipation  of 
changes  in  labor  law,  structure,  and  practice  in  that  country. 
FMCS  was  invited  to  participate  in  a  series  of  conferences  in 
Brazil  with  representatives  of  other  countries  who  were  asked 
to  describe  their  industrial  relations  systems.  A  FMCS 
mediator  made  presentations  in  Brasilia,  Sao  Paulo  and 
Fortaleza  over  a  two-week  period,  joined,  at  various  times,  by 
representatives  from  Germany,  Japan,  and  Spain.  At  each 
location,  special  presentations  were  made  to  local  and 
national  Brazilian  government,  academic,  labor,  and  management 
officials  on  the  characteristics,  issues,  and  development  of 
the  U.S.  industrial  relations  system. 

Taiwan  At  the  request  of  the  Chairman  of  the  Council  of  Labor 
Affairs  of  Taiwan,  a  mediator  joined  an  Assistant  Secretary  of 
the  Japanese  Labor  Ministry  in  making  presentations  at  two 
international  conferences  on  industrial  relations  systems. 
The  conferences,  held  in  Taipei  and  Kaoshung,  were  presented 
to  large  audiences  of  labor  and  management  practitioners.  In 
addition,  the  mediator  met  with  Council  officials,  members  of 
the  Taiwan  Industrial  Relations  Council,  and  labor-management 
officials  in  the  two  cities.  The  university  settings  of  the 
two  conferences  also  provided  opportunities  to  meet  with  labor 
educators  at  both  locations. 

European  Union  —  Ireland  Conference  on  Dispute  Resolution 

The  Commission  of  the  European  Union  sponsored  a  Conference  on 
Labor  Dispute  Resolution  in  Dublin,  Ireland.  The  Irish 
Commission  on  Industrial  Relations  co-sponsored  the  meeting 
which  had  over  one  hundred  and  twenty  representatives  of  the 
member  nations  of  the  European  Union,  as  well  as  other 
European  countries.  A  number  of  presentations  were  made  on 
industrial  relations  developments  and  various  models  of 
dispute  resolution  now  in  use  in  several  of  the  countries.  A 
major  presentation  was  made  by  a  FMCS  mediator,  accompanied  by 
American  trade  union  and  management  representatives,  on  the 
various  aspects  of  mediation  and  arbitration  now  in  use  in  the 
United  States.  The  American  presenters  were  the  only  non- 
European  participants  at  the  meeting. 
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In  subsequent  conversations  with  representatives  of  the 
European  Union,  plans  for  an  expanded  discussion  of  labor 
dispute  resolution  processes  were  explored.  The  Conference 
provided  FMCS  with  the  occasion  to  establish  relations  with  a 
number  of  European  based  labor  and  management  organizations. 

Poland  The  Polish  Ministry  of  Labor  has  established  a  labor 
mediation  capability  and  a  number  of  ad  hoc  mediators  have 
been  selected  for  training.  In  Fiscal  Year  1994,  three  FMCS 
mediators  conducted  two  separate  mediation  skills  training 
programs  in  Warsaw  for  the  mediators  on  the  Ministry  rosters. 
The  two  programs,  required  because  of  the  number  of  mediator- 
trainees,  focused  on  mediator  skills  training. 

A  second  round  of  advanced  training  by  FMCS  mediators, 
planned  for  Fiscal  Year  1995,  will  center  on  the  current 
mediation  experience  of  the  Polish  mediators.  FMCS  plans  to 
provide  Polish's  mediation  administrators  training  in  the 
management  of  mediation  services. 

At  the  request  of  the  U.S.  Department  of  Labor  and  the 
AFL-CIO,  a  mediator,  accompanied  by  a  contractors  association 
representative,  conducted  a  week-long  program  of  negotiations 
training  for  Solidarity  construction  trades  union  officials  in 
Poland.  A  goal  of  this  project  was  the  continuation  of 
employer  supported  apprenticeship  programs  in  the  Polish 
construction  industry. 


529 

FEDERAL  MEDIATION  AND  CONCILIATION  SERVICE 
Advisory  and  Assistance  Services 


The  Federal  Mediation  and  Conciliation  Service  does  not 
expect  to  expend  funds  on  Advisory  and  Assistance  Services  in 
Fiscal  Years  1995  or  1996. 


-85- 


Tuesday,  April  4,  1995. 

FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW 
COMMISSION 

WITNESSES 
MARY  LU  JORDAN,  CHAHtMAN 
RICHARD  L.  BAKER,  EXECUTIVE  DHIECTOR 
L.  JOSEPH  FERRARA,  GENERAL  COUNSEL 
PAUL  MERLIN,  CfflEF  ADMINISTRATD7E  LAW  JUDGE 

Mr.  Porter.  The  subcommittee  will  come  to  order.  We  will  con- 
tinue our  hearings  on  the  related  agencies  with  the  Federal  Mine 
Safety  and  Health  Review  Commission.  We're  pleased  to  welcome 
the  Chairman,  Mary  Lu  Jordan.  Would  you  introduce  the  people  at 
the  table  with  you,  Ms.  Jordan,  and  then  proceed? 

Opening  Statement 

Ms.  Jordan.  Yes,  Mr.  Chairman. 

With  me  today  are  Chief  Administrative  Law  Judge  Paul  Merlin; 
Executive  Director  Richard  Baker;  and  the  General  Counsel,  Joe 
Ferrara. 

It's  a  pleasure  to  appear  before  this  committee  and  to  discuss 
with  you  the  Federal  Mine  Safety  and  Health  Review  Commission's 
fiscal  year  1996  budget  request,  its  accomplishments  and  its  ongo- 
ing activities.  I  was  confirmed  by  the  Senate  as  Commissioner  and 
designated  Chairman  of  the  Commission  by  the  President  on  April 
15th,  1994.  This  is  my  first  opportunity  to  address  this  committee. 

The  Federal  Mine  Safety  and  Health  Review  Commission  is  an 
independent  adjudicative  agency  that  serves  as  an  arbiter  of  en- 
forcement disputes  arising  under  the  Federal  Mine  Safety  and 
Health  Act  of  1977.  Most  of  the  cases  deal  with  civil  penalties  as- 
sessed by  the  Department  of  Labor's  Mine  Safety  and  Health  Ad- 
ministration against  mine  operators,  and  address  whether  the  al- 
leged violations  occurred,  as  well  as  the  appropriateness  of  the  pro- 
posed penalties.  Other  types  of  cases  address  closure  orders,  min- 
ers' complaints  of  safety-related  discrimination,  and  employees'  re- 
quests for  compensation  after  having  been  idled  by  a  mine  closure 
order. 

The  Commission's  administrative  law  judges  decide  cases  at  the 
trial  level.  The  five  member  commission  provides  administrative 
appellate  review.  The  cases  come  before  the  Commission  by  the 
parties'  petitions  for  discretionary  review.  The  Commission  may 
also  direct  review  on  its  own,  in  cases  that  may  be  contrary  to  law 
or  present  novel  questions  of  policy. 

An  administrative  law  judge's  decision  that  is  not  directed  for  re- 
view becomes  a  final,  non-precedential  order  of  the  Commission. 
The  Commission's  decisions  are  precedential,  and  many  involve  is- 
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sues  of  first  impression  under  the  Mine  Act.  Appeals  from  the  Com- 
mission's decisions  are  to  the  U.S.  Courts  of  Appeals.  Currently, 
the  Commission  has  four  members  and  one  vacancy.  The  term  of 
two  commissioners  will  expire  near  the  end  of  1996. 

The  budget  request  for  fiscal  year  1996  totals  $6,467,000,  and 
supports  60  full-time  employees.  The  additional  funding  request  of 
$267,000  is  essential  to  maintain  this  staffing  level.  Included  in 
this  amount  are  $145,000  required  for  added  payroll  costs  attrib- 
utable to  the  1995  pay  adjustment  and  to  the  anticipated  January 
1996  pay  increase.  $106,000  is  requested  for  mandatory  payroll 
costs  at  the  authorized  60  FTE  employment  level.  The  remaining 
$16,000  is  requested  for  other  increased  support  costs. 

During  the  three  years  discussed  by  this  budget  submission,  the 
Commission  expects  a  constant  level  of  new  cases  at  the  trial  level. 
A  total  of  5,080  new  cases  were  received  in  fiscal  year  1994,  and 
5,100  are  anticipated  for  fiscal  year  1995  and  fiscal  year  1996.  In 
fiscal  year  1994,  the  ALJs  disposed  of  4,300  cases  and  anticipate 
disposing  of  approximately  4,500  cases  in  fiscal  year  1995  and 
4,650  cases  in  fiscal  year  1996. 

A  substantial  portion  of  the  Commission's  fiscal  year  1995  re- 
sources are  being  devoted  to  review  an  ALJ's  decisions  in  a  large 
number  of  similar  cases  commonly  referred  to  as  the  "Dust  Cases." 
On  May  20th,  1994,  the  Commission  received  petition  for  review 
from  the  Secretary  of  Labor. 

The  Dust  Cases  involve  the  largest  record  ever  before  the  Com- 
mission. It  includes  14,000  pages  of  transcript,  500  exhibits,  31  ex- 
pert reports  and  36  pleading  files.  The  Commission  is  determined 
to  resolve  the  Dust  Cases  as  expeditiously  as  possible.  It  set  a 
briefing  schedule  requiring  the  completion  of  briefing  by  the  parties 
and  intervenors  by  the  end  of  December  1994.  That  was  a  fast 
track,  given  the  complexity  of  the  issues  and  the  extraordinary  size 
of  the  record. 

The  briefs  submitted  to  the  Commission  were  lengthy,  totalling 
377  pages.  An  oral  argument  was  held  last  Wednesday,  and  the 
Commission  plans  to  issue  its  decision  promptly,  no  later  than  by 
the  end  of  the  fiscal  year. 

Depending  on  the  resolution  of  these  dust  cases,  a  stay  currently 
in  effect  that  applies  to  related  cases  at  the  ALJ  level  could  be  lift- 
ed by  fiscal  year  1996.  This  could  activate  over  3,000  additional 
cases  on  the  Commission's  trial  and  appellate  docket. 

In  fiscal  year  1994,  the  Commission  received  105  cases  for  appel- 
late review  and  disposed  of  95  proceedings,  ending  the  year  with 
an  inventory  of  57  cases.  The  average  age  of  the  matters  pending 
before  the  Commission  at  the  end  of  fiscal  year  1994  was  5.2 
months,  and  the  average  age  of  decisions  issued  during  that  fiscal 
year  was  4.7  months. 

Thank  you  for  the  opportunity  to  present  this  budget  summary. 
And  I  would  be  pleased  to  respond  to  any  questions  you  may  have. 

[The  prepared  statement  and  biography  of  Mary  Lu  Jordan  fol- 
low:] 
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COMMITTEE  ON  APPROPRIATIONS 

SUBCOMMITTEE  ON  LABOR,  HEALTH  AND  HUMAN  SERVICES.  AND 

EDUCATION,  AND  RELATED  AGENCIES 

STATEMENT  OF 
MARY  LU  JORDAN,  CHAIRMAN 

FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 
April  4,  1995 


Mr.  Chairman  and  Members  of  the  Committee: 

It  is  a  pleasure  to  appear  before  this  Committee  and  to  discuss  with  you  the 
Federal  Mine  Safety  and  Health  Review  Commission's  FY  1996  Budget  request,  its 
accomplishments,  and  ongoing  activities.    I  was  confirmed  by  the  Senate  as 
Commissioner  and  designated  Chairman  of  the  Commission  by  the  President,  on 
April  15,  1994.   This  is  my  first  opportunity  to  address  the  Committee. 

The  Federal  Mine  Safety  and  Health  Review  Commission  is  an  independent, 
adjudicative  agency  that  provides  administrative  trial  and  appellate  review  of  legal 
disputes  arising  under  the  Federal  Mine  Safety  and  Health  Act  of  1977.    Most 
cases  deal  with  civil  penalties  assessed  by  the  Department  of  Labor's  Mine  Safety 
and  Health  Administration  (MSHA)  against  mine  operators  and  address  whether 
the  alleged  violations  occurred  as  well  as  the  appropriateness  of  proposed 
penalties.   Other  types  of  cases  address  closure  orders,  miners'  complaints  of 
safety-related  discrimination  and  miners'  requests  for  compensation  after  having 
been  idled  by  a  mine  closure  order. 

The  Commission's  administrative  law  judges  (ALJs)  decide  cases  at  the  trial 
level.  The  five-member  Commission  provides  administrative  appellate  review.  The 
Commission  reviews  decisions  made  by  its  administrative  law  judges.   The  cases 
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come  before  the  Commission  by  parties'  petitions  for  discretionary  review.   The 
Commission  may  also  direct  review  on  its  own  in  cases  that  may  be  contrary  to 
law  or  that  present  novel  questions  of  policy.    An  administrative  law  judge's 
decision  that  is  not  directed  for  review  becomes  a  final,  non-precedential  order  of 
the  Commission.   The  Commission's  decisions  are  precedential  and  many  involve 
issues  of  first  impression  under  the  Mine  Act.   Appeals  from  the  Commission's 
decisions  are  to  the  U.S.  Courts  of  Appeals. 

Currently,  the  Commission  has  four  members  and  one  vacancy.   The  term  of 
two  commissioners  will  expire  near  the  end  of  FY  1996. 

The  budget  request  for  FY  1996  totals  $6,467,000  to  support  60  FTE.   The 
additional  funding  request  of  $267,000  is  essential  to  maintain  this  staffing  level. 
Included  in  this  amount  are  $145,000  required  for  added  payroll  costs  attributable 
to  the  1995  pay  adjustment  and  to  the  anticipated  January  1996  pay  increase. 
$106,000  is  requested  for  mandatory  payroll  costs  at  the  authorized  60  FTE 
employment  level.   The  remaining  $16,000  is  requested  for  other  increased 
support  costs. 

During  the  three  years  covered  by  this  budget  submission,  the  Commission 
expects  a  constant  level  of  new  cases  at  the  trial  level.    A  total  of  5,080  new 
cases  were  received  in  FY  1994  and  5,100  are  anticipated  for  FY  1995  and  FY 
1996.   In  FY  1994  the  ALJs  disposed  of  4,306  cases  and  anticipate  disposing  of 
4,580  cases  in  FY  1995  and  4,650  in  FY  1996. 

A  substantial  portion  of  the  Commission  FY  1995  resources  are  being 
devoted  to  review  an  ALJ's  decisions  on  a  large  number  of  similar  cases 
commonly  referred  to  as  the  "Dust  Cases."   On  May  20,  1994,  the  Commission 
received  a  petition  for  review  from  the  Secretary  of  Labor.   The  petition  raised  14 
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points  of  error  in  the  judge's  decisions.   The  Dust  Cases  involve  the  largest  record 
ever  before  the  Commission:    14,000  pages  of  transcript,  586  exhibits,  31  expert 
reports  and  36  pleading  files.   The  Commission  determined  to  resolve  the  Dust 
Cases  as  expeditiously  as  possible;  it  set  a  briefing  schedule  requiring  the 
completion  of  briefing  by  parties  and  intervenors  by  the  end  of  December  1 994,  a 
fast  track  given  the  complexity  of  the  issues  and  the  extraordinary  size  of  the 
record.   The  briefs  submitted  to  the  Commission  were  lengthy,  totalling  377 
pages.   A  two-day  oral  argument  was  held  on  March  29  and  30,  1995.   The 
Commission  plans  to  issue  its  decision  promptly,  no  later  than  by  the  end  of  the 
fiscal  year. 

Depending  on  the  resolution  of  these  dust  cases,  a  stay  currently  in  effect 
that  applies  to  related  dust  cases  at  the  ALJ  level  could  be  lifted  by  FY  1 996. 
This  could  activate  3,722  additional  cases  on  the  Commission's  trial  and  appellate 
dockets. 

In  FY  1994,  the  Commission  received  105  cases  for  appellate  review  and 
disposed  of  95  proceedings,  ending  the  year  with  an  inventory  of  57  cases.   The 
average  age  of  the  matters  pending  before  the  Commission  at  the  end  of  FY  1994 
was  5.2  months,  and  the  average  age  of  decisions  issued  during  that  fiscal  year 
was  4.7  months. 

Thank  you  for  the  opportunity  to  present  this  budget  summary.   I  would  be 
pleased  to  respond  to  any  questions  you  may  have. 
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STATUS  OF  DUST  CASES 


Mr.  Porter.  Ms.  Jordan,  thank  you  for  your  testimony.  And  I 
want  to  thank  you  for  bringing  our  subcommittee  up  to  date  on  the 
status  of  the  Dust  Cases. 

You  weren't  here,  I  very  seldom  go  ballistic  on  anything,  but 
when  I  read  about  those  cases,  I  became  very,  very  concerned.  And 
I  know  you've  been  spending  a  great  deal  of  time  on  them,  the 
Commission  has.  These  are  time-consuming,  very  complicated  mat- 
ters. 

I'm  concerned  about  the  length  of  time  that  this  whole  matter 
has  been  pending  before  the  administrative  law  judges  and  the 
Commission.  Can  you  provide  me  with  a  time  line  of  the  activities 
on  the  Dust  Cases  since  the  matter  first  came  before  the  adminis- 
trative law  judges,  which  I  believe  was  some  time  in  fiscal  year 
1992? 

Ms.  Jordan.  I  believe  you're  right,  Congressman.  The  actual 
cases  were  filed  with  the  Commission;  I'll  have  to  ask  the  Chief 
ALJ 

Mr.  Porter.  You  can  do  this  for  the  record.  Also,  I  wonder  if  you 
would  include  in  that  time  line  an  estimate  of  the  additional 
amount  of  time  it  will  take  to  hear  the  3,800  cases  that  are  cur- 
rently on  stay  if  the  stay  is  lifted  and  those  cases  are  added  to  the 
trial  docket.  Can  you  do  that  for  us? 

Ms.  Jordan.  Yes,  we  will,  Congressman. 

[The  information  follows:] 


IN  REi 
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TIMETABLE  IN  DUST  CASES 


CONTESTS  OF  RESPIRABLE  DUST  SAMPLE 

ALTERATION  CASES; 
KEYSTONE  COAL  MINING  CORP; 

Master  DQQKet  Np,  91-1  anfl 


Docket  Nos.  PENN  91-451-R.  etc. 


DATE 
1991 
April 


April -May 


June 


July/91  - 
November/ 92 


TRIAL  PROCEEDINGS 

ACTION 


Department  of  Labor's  Mine  Safety  and 
Health  Administration  issued  nearly 
5,000  citations  alleging  that 
approximately  800  mines  tampered  with 
filter  cassettes  used  to  measure  the 
amount  of  respirable  dust  in  the  mine 
environment.  (Additional  citations 
were  issued  in  subsequent  months) . 

Mine  operators  filed  notices  of 
contests  with  the  Commission.   Cases 
were  assigned  to  an  Administrative 
Law  Judge. 

United  Mine  Workers  of  America 
("UMWA")  intervened  in  the  case. 
Commission  judge  adopted  a  Plan  and 
Schedule  of  Discovery,  and  placed  all 
cases  in  a  master  docket  to  expedite 
common  discovery;  case  specific 
discovery  was  scheduled  to  begin 
after  January  1992  (later  extended  on 
motion  of  the  parties) . 

Extensive  common  issues  discovery 
commenced  including  examination  of 
filters,  expert  depositions,  and 
creation  of   document  repository. 
Parties  filed  numerous  discovery 
motions,  including  motions  for 
protective  orders,  to  compel 
production  and  testimony,  and  to 
exclude  testimony;  the  judge  issued 
approximately  64  orders  regarding 
discovery  matters. 
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September- 
October 


ACTION 


The  disclosure  of  57  documents  was 
disputed  by  the  parties.  Judge 
ordered  the  Secretary  of  Labor 
("Secretary")  to  produce  six 
documents  and  upheld  the  Secretary's 
claim  of  privilege  with  respect  to  51 
documents . 


October 


November- 
December 


Secretary  and  contestants  filed  with 
the  Commission  petitions  of 
interlocutory  review,  appealing  the 
Judge's  disclosure  decision. 


Parties  briefed  the  interlocutory 
case  to  Commission. 


1992 

May-June 

June 


Judge  denied  certain  motions  by 
operators  to  vacate  citations. 

Commission  issued  decision  on 
document  disclosure  issues. 


July 


August 


Operators  moved  for  consolidation  of 
trial  on  the  issue  of  causation  of 
filters  with  abnormal  white  centers 
("AWCs") .   Certain  operators  filed 
petitions  for  interlocutory  review 
with  the  Commission,  appealing 
judge's  orders  denying  motions  to 
vacate  citations. Commission  denied 
operator's  petition  for  interlocutory 
review  of  judge's  orders. 

Judge  ordered  consolidation  of  all 
pending  cases  for  trial  on  the  common 
issues  (known  as  the  "Common   Issues" 
case) .  A  Lead  Defense  Counsel 
Committee  responsible  for  conducting 
the  Common   Issues   trial  on  behalf  of 
all  contestants  was  appointed  (the 
"LDCC") ;  mine-specific  discovery  was 
stayed  until  completion  of  the  Common 
Issues   case. 


November 


Common  issues   discovery  was 
concluded. 


December  1992- 
February  1993 


Common   Issues   trial  was  held  by  the 
judge. 
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DATE 


ACTION 


1993 

April-May 


Parties  filed  post-hearing  and  reply 
briefs. 


July 


August- 
November 


November- 199  3 
January  1994 


Judge  issued  a  70-page  decision  in 
the  Common   Issues   case,  and  selected 
a  single  mine,  the  Urling  No.  One 
Mine  of  the  Keystone  Coal  Company 
("Keystone") ,  for  a  mine-specific 
trial.   Proceedings  were  stayed  in 
all  pending  cases  except  for 
Keystone . 


Discovery  and  pre-trial  proceedings 
in  mine-specific  Keystone   case. 


Mine-specific  Keystone   trial  was  held 
by  the  judge. 


1994 

March 


Parties  filed  post-hearing  and  reply 
briefs. 


April 


Judge  issued  a  50-page  mine-specific 
Keystone   decision. 


REVIEW  BEFORE  THE  COMMISSION 


1994 

May 


July 


Summer  1994 


Secretary  filed  a  Petition  for 
Discretionary  Review  with  the 
Commission  appealing  both  Common 
Issues   and  mine-  specific  Keystone 
decisions.   Commission  granted  the 
Secretary's  petition. 

Commission  granted  intervener  status 
to  a  group  of  mine  operators. 
Commission  established  a  briefing 
schedule  requiring  completion  of 
briefing  by  the  end  of  CY  1994.   The 
Secretary's  request  for  a  six-month 
extension  to  file  opening  briefs  was 
denied. 

Commission  staff  began  review  of 
14,000  pages  of  transcript  and 
judge's  decisions. 
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DATE  ACTION 

September      Petitioner  Secretary  filed  opening 
brief. 


November 


Keystone  and  Interveners  briefs  were 
filed. 


December 


Secretary  filed  reply  brief  and 
briefing  was  completed. 


1995 

March 


March 


March  and 
thereafter 


September 


Commission  staff  internal  review  of 
record,  including  the  judge's 
decisions  and  parties'  briefs,  was 
completed. 

Oral  argument  held. 

Commission  meetings  held  to  consider 
the  issues  in  the  Common  Issues   and 
mine-specific  Keystone   cases. 

Commission  decision  to  be  issued  as 
promptly  as  possible  but  no  later 
than  the  end  of  the  fiscal  year. 


There  are  a  number  of  factors  which  will  affect  the 
disposition  of  the  3,800  cases  currently  on  stay. 
The  first  factor  is  the  Commission's  decision,  which 
is  expected  prior  to  the  end  of  the  fiscal  year. 
The  second  factor  is  whether  the  Commission's 
decision  is  appealed.   If  the  Commission's  decision 
is  appealed,  it  will  in  all  likelihood  be  late  in  CY 
1996  or  early  in  CY  1997  before  a  decision  is  issued 
by  the  court  of  appeals. 

Once  the  stay  is  lifted,  we  believe  that  there  will 
be  some  case  consolidation,  which  will  reduce  the 
number  of  proceedings  to  approximately  500.   In 
addition,  we  believe  that  not  all  cases  will  be 
tried  once  the  appeals  court  has  issued  a  decision. 

Considering  these  factors  and  time  lines,  it  is 
reasonable  to  conclude  that  the  dust  cases  will  be  a 
major  factor  in  the  Commission's  FY  1997-98  trial 
and  appellate  workload. 
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However,  should  the  Commission's  decision  not  be 
appealed,  the  stay  will  then  be  lifted  and  the 
Commission  will  be  free  to  begin  additional  mine- 
specific  trials  immediately.   The  Commission 
decision  on  common  issues  will  be  binding  and  only 
mine-specific  issues  will  be  subject  to 
adjudication.   As  mentioned  above,  cases  will  be 
consolidated  and  in  all  probability,  not  all  would 
be  tried.   Under  this  scenario,  the  dust  cases  will 
be  a  major  workload  item  during  FY  1996  and  FY  1997 
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CASE  RESOLUTION 


Mr.  Porter.  Maybe  you  could  give  me  your  observation  on  the 
time  that  it  takes  and  the  Commission's  ability  to  resolve  complex 
issues,  like  those  presented  in  these  kinds  of  cases.  Is  that  some- 
thing that  the  Commission  is  good  at,  or  does  that  make  it  difficult 
for  you? 

Ms.  Jordan.  Well,  Congressman,  our  cases  are  technical,  and 
many  are  complex,  although  I  think  the  Dust  Cases  have  hit  a  new 
level.  I  mean,  that  kind  of  complexity  and  especially  the  expert  tes- 
timony involved.  We  do  like  to  think  that  we  do  a  good  job  on  that. 
We've  developed  a  body  of  law  under  that  particular  statute.  The 
judges  have  developed  expertise  in  handling  cases.  If  needed, 
judges  can  provide  a  hearing  to  parties  very  quickly. 

And  we  are  sensitive  to  the  fact  that  the  mining  industry  is  sub- 
ject to  quite  extensive  regulation  and  that  there  are  aspects  of  the 
statute  that  you  don't  really  find  in  other  regulatory  situations.  For 
instance,  as  you  know,  if  an  alleged  violation  of  a  standard  occurs, 
abatement  is  required  immediately,  even  if  there's  a  dispute  about 
it.  The  dispute  gets  resolved  after  the  abatement. 

There  are  also  cases  where  people,  the  parties  do  need  to  have 
very  quick  access  to  adjudication.  And  I  believe  that  the  agency 
does  try  and  accommodate  that  as  much  as  we  can.  There  are 
times  when  expedited  hearings  are  held  on  a  few  days'  notice.  And 
cases  have  come  up  to  the  Commission,  we  do  provide  for  interlocu- 
tory review,  if  there's  an  issue  that  needs  resolving  at  Commission 
level  during  a  proceeding. 

Generally,  our  judges  issue  their  opinions  and  dispose  of  their 
cases  from  the  time  the  case  is  filed  until  the  judge's  disposition, 
87  percent  of  them  are  within  one  year's  time.  And  I  would  say 
that  about  half  are  within  the  six  month  time  frame. 

Mr.  Porter.  Am  I  correct,  then,  that  if  the  Commission  did  not 
exist,  and  these  matters  had  to  go  to,  let's  say,  to  the  District 
Court,  they  would  not  be  handled  as  expeditiously,  nor  would  they 
have  the  background  and  expertise  necessarily  to  handle  them  as 
well  as  you  do? 

Ms.  Jordan.  I  agree  with  you  entirely  on  that,  Congressman.  I 
think  that's  a  very  accurate  observation.  I  think  the  result  would 
be  dramatically  increased  delays  and  increased  expense.  Certainly 
less  ability  to  appear  without  a  lawyer  if  one  wants,  you  know,  pro 
se  appearances.  In  fact,  it  really  was  the  frustration  with  the  cum- 
bersome dispute  resolution  procedure  of  the  Federal  courts  which 
was  a  factor  in  the  1969  Act,  which  led  to  the  creation  of  the  Com- 
mission in  the  1977  amendment. 

BUDGET  INCREASE 

Mr.  Porter.  Now,  your  budget  requests  a  6.2  percent  increase 
over  this  fiscal  year  and  we,  of  course,  are  in  the  process  of  at- 
tempting to  bring  the  Federal  deficit  under  control.  What  would  it 
mean  to  you  if  we  were  not  to  grant  that  increase  and  were  to  give 
you  the  same  amount  of  funds  next  year  to  work  with  as  you've 
had  this  year? 

Ms.  JORDAN.  Our  funding  request  is  really  going  into  built-in  in- 
creases on  the  personnel  pay  level.  Our  biggest  and  main  expenses 
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are  in  regard  to  personnel  and  salaries.  We  would  probably  try  and 
make  any  savings  we  could  by  not  filling  vacancies. 

Mr.  Porter.  Is  the  6.2  percent  salary  increases,  then? 

Ms.  Jordan.  Yes.  It  goes  to  the  mandatory  increases  that  are 
passed  by  -law  and  step  increases.  And  a  portion  of  it  goes  to  an 
increase  that  was  implemented  in  fiscal  year  1995. 

Mr.  Porter.  So  it  would  mean  that  people  wouldn't  get  a  salary 
increase  for  the  year?  That  would  be  one  of  the  major  effects  of 
level  funding? 

Ms.  Jordan.  I  don't  think  we  have  the  discretion  not  to. 

Mr.  Baker.  The  salary  increase  is  passed  by  another  law.  What 
we  would  have  to  do  would  be  cut  staff 

Mr.  Porter.  You  would  have  to  cut  staff  to  make  room  for  the 
salary  increases? 

Mr.  Baker  [continuing]. — In  order  to  pay  the  people  we  had  on 
the  roll. 

Mr.  Porter.  Unless  Congress  were  to  pass  a  law  freezing  all  sal- 
aries for  the  year,  like  we  have  our  own. 

Mr.  BAKER.  Correct. 

FTE  REDUCTIONS 

Mr.  Porter.  All  right.  Let  me  follow  up  on  a  question  that  I  ini- 
tially asked  of  Ms.  Holden  last  year.  I'm  concerned  about  your  com- 
pliance with  the  President's  Executive  Order  to  reduce  Federal  em- 
ployment. When  I  asked  about  this  last  year,  I  was  told  that  you 
anticipated  a  backlog  of  untried  cases  to  remain  until  the  end  of 
fiscal  year  1995,  at  which  time  you  would  be  able  to  make  FTE  re- 
ductions. 

On  the  basis  of  that  information,  the  Congress  fully  funded  the 
Commission's  budget  request  for  fiscal  year  1995,  so  that  you 
would  have  the  necessary  resources  to  reduce  the  backlog  and  then 
begin  to  achieve  FTE  reductions.  I  was  surprised  to  learn  that  you 
requested  level  staffing  for  fiscal  year  1996.  Why  doesn't  the  1996 
budget  reflect  a  decrease  in  FTEs,  and  how  do  you  plan  to  reduce 
employment  by  12  percent  by  fiscal  year  1999? 

Ms.  Jordan.  Congressman,  our  budget  requests  the  same  current 
staffing  levels  because  the  number  of  incoming  cases  has  continued 
to  be  on  a  high  level.  We  look  at  periods  of  time,  for  instance,  1987 
to  1990,  that  four-year  period,  cases  were  coming  in  at  roughly 
2,000  a  year.  In  the  four-year  period  from  1990  to  1994,  there  were 
approximately  5,000  a  year.  That's  at  the  ALJ  level.  And  at  the 
Commission  level,  cases  have  been  taken  on  at  an  increased  level 
and  continued  at  a  high  level  as  well. 

We've  attempted  to  increase  productivity  and  have  made  strides 
in  that  regard,  and  judges  and  the  Commission  continue  to  issue 
decisions  in  a  timely  manner.  But  virtually  all  of  our  staff  goes  to- 
wards the  processing  and  to  insure  the  quality  and  the  quantity  of 
the  decisions  that  get  issued.  We  don't  have  a  large  superstructure 
or  a  great  many  support  staff  functions  that  can  be  eliminated.  So 
we're  cautious.  We're  concerned  about  reducing  staff  when  it  might 
adversely  affect  the  service  that  we  can  provide  our  constituents. 

Mr.  Porter.  Do  you  expect  a  lesser  case  load  from  now  through 
fiscal  year  1999,  or  increased  productivity?  How  do  you  expect  to 
get  to  fewer  FTEs? 
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Ms.  Jordan.  Well,  we  have  engaged  on  some  computer  enhance- 
ment at  the  agency.  In  fact,  I  think  it  was  just  this  week  we  finally 
got  the  bugs  worked  out  of  a  case  tracking  system  that  we  have 
developed  specifically  for  our  agency.  It's  very  much  geared  to  the 
provisions  of  law  of  the  Mine  Act,  and  we  expect  that  to  be  of  great 
benefit  in  allowing  cases  to  be  assigned  much  more  efficiently  by 
letting  us  take  into  account  a  judge's  current  docket  in  terms  of 
complexity,  where  his  cases  are  located  for  travel  requirements,  to 
cut  down  on  extensive  travel,  and  complexity  of  the  cases. 

So  we're  optimistic  in  that  regard,  and  we  also  hope  to  continue 
the  computer  upgrades  and  hope  to  network  our  Falls  Church  office 
and  to  bridge  that  office  with  our  headquarters  downtown  so  that 
data  that's  now  done  by  hand  on  docket  cards  can  be  automated. 
And  we  will  take  a  look  in  connection  with  those  developments  to 
see  how  we  can  restructure  the  work  distribution  in  those  offices, 
and  perhaps  cut  down  on  staff  levels. 

Mr.  Porter.  So  you'd  be  able  to  have  a  report  for  us  by  next  year 
on  how  you're  going  to  do  all  these  things? 

Ms.  Jordan.  I  expect  so,  Congressman. 

COMMISSIONER  VACANCIES 

Mr.  Porter.  The  Commission  currently  has  one  vacancy  and  the 
term  of  two  other  commissioners  will  expire  near  the  end  of  fiscal 
year  1996.  How  do  vacancies  on  the  Commission  affect  your  ability 
to  expeditiously  process  appeals? 

Ms.  Jordan.  Well,  the  current  situation,  I  don't  think  the  vacan- 
cies have  a  dramatic  effect  on  the  ability  to  expedite  the  appeals. 
But  there  are  cases  when  you  have  an  even  number,  like  we  do 
now,  four,  that  the  Commission  divides  evenly.  I  think  that,  when 
you  have  decisions  like  that,  it  probably  gives  less  guidance  to  the 
mining  community  in  terms  of  what  the  law  should  be.  So  a  full 
complement  of  commissioners  would  be  able  to  wind  up  with  a  ma- 
jority more  often,  I  believe,  and  give  greater  guidance. 

Mr.  Porter.  How  much  are  commissioners  paid? 

Ms.  Jordan.  Commissioners  are  paid  at  about  $116,000. 

ALJ  VACANCIES 

Mr.  Porter.  During  last  year's  hearing,  you  had  one  vacancy  in 
the  administrative  law  judge  position.  Has  this  vacancy  been  filled, 
and  how  do  ALJ  vacancies  affect  your  ability  to  expeditiously  proc- 
esses cases? 

Ms.  Jordan.  The  position  that  was  discussed  at  the  last  hearing 
was  filled.  But  we  do  have  another  vacancy  due  to  retirement  that 
we  are  in  the  process  of  filling. 

Mr.  Porter.  How  long  did  it  take  to  fill  the  first  vacancy? 

Ms.  Jordan.  Six  months. 

Mr.  Porter.  And  how  much  are  administrative  law  judges  paid? 

Mr.  Baker.  They  start  out  at  about  $80,000,  and  go  up  to  about 
$110,000. 

WORKLOAD  ESTIMATES 

Mr.  Porter.  You  estimate  that  the  administrative  law  judges 
will  receive  5,100  new  cases  in  fiscal  years  1995  and  1996.  How  do 


546 

you  derive  this  estimate,  and  why  do  you  anticipate  a  constant 
level  of  new  cases? 

Mr.  Baker.  Mr.  Chairman,  basically  we  do  a  couple  of  things.  We 
look  at  past  history.  With  respect  to  your  previous  question  about 
reducing  staff  this  year  versus  last  year,  last  year  we  estimated 
that  we  were  going  to  get  4,250  cases.  Now  we  estimate  around 
5,100.  So  we  were  a  little  conservative  in  our  estimate  there. 

Second  thing  we  do  is  we  try  to  take  a  look  at  what's  going  on 
at  the  enforcement  agency,  the  Department  of  Labor  and  MSHA. 
Are  they  issuing  any  new  regulations  that  may  be  tested  and  tried 
in  the  mining  industry. 

And  then  the  last  thing,  we  take  a  look  at  the  contest  rate,  how 
the  operators  are  contesting  the  number  of  violations  that  MSHA 
issues.  We  than  combine  all  three  of  those  elements  and  talk  it 
over  among  ourselves,  and  determine  the  number  that  we're  going 
to  use.  I'll  admit,  it's  not  that  scientific,  it's  just  based  on  the  best 
that  we  can  do.  We  have  no  control  over  our  workload. 

Mr.  PORTER.  Do  you  do  this  every  year? 

Mr.  Baker.  We  do  this  every  year. 

Mr.  Porter.  And  how  close  have  you  come  in  your  estimates  in 
the  past? 

Mr.  Baker.  Some  years  we  come  within  100.  Other  years  we  may 
be  off.  We  have  always  been  conservative  in  our  estimates. 

FACTORS  AFFECTING  WORKLOAD 

Mr.  Porter.  Do  you  notice  any  factor  that  influences  the  case 
load  that  you  have,  new  cases? 

Judge  Merlin.  One  of  the  factors  that  we  see  now  is  the  dollar 
amount  for  penalties,  the  proposed  assessments  are  much  higher 
than  they  were  in  past  years. 

Mr.  Porter.  So  then  cases  are  filed 

Judge  Merlin.  It's  worthwhile 

Mr.  Porter  [continuing].  To  contest  that? 

Judge  Merlin.  Financially  worthwhile  to  file  them.  And  they 
don't  settle  as  easily. 

Mr.  BAKER.  If  I  may  add  to  that,  Congressman,  in  1992,  our  Sep- 
tember 30th  end  of  year  inventory,  the  average  violation  was  at 
$904.  Today,  it's  at  $1,800.  So  in  that  short  period  of  time,  you've 
had  a  doubling  of  the  average  contested  penalty  amount  which  may 
make  it  more  economical  for  the  operator  to  contest. 

COMMISSION  MEETINGS 

Mr.  Porter.  Okay.  I  understand  that  you're  no  longer  holding 
open  meetings  of  the  Commission's  deliberations.  Can  you  tell  me 
why  this  has  changed,  and  are  you  not  required  to  hold  open  meet- 
ings? 

Ms.  Jordan.  The  decision  whether  to  open  or  close  the  meeting 
is  a  result  of  a  vote  by  the  commissioners.  In  the  history  of  the 
commission,  there's  always  been  some  meetings  that  have  been 
closed,  and  the  majority  of  them  have  been  open. 

The  Sunshine  Act  would  usually  require  agencies  to  conduct 
business  in  the  open.  However,  there  is  an  exemption  for  adjudica- 
tion of  cases  such  as  those  that  come  before  us  that  many  agencies 
have  utilized  and  allows  us  to  hold  a  closed  meeting.  So  on  occa- 
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sion,  the  Commission,  depending  on  the  nature  of  the  case  and  the 
vote,  will  close  the  meeting. 

ALJ  HEARINGS 

Mr.  Porter.  Your  administrative  law  judges  hold  hearings  at 
sites  located  at  or  near  mines,  so  that  mine  operators,  miners  and 
their  representatives  are  able  to  fully  participate  in  the  proceed- 
ings. Who  typically  attends  these  hearings,  and  do  you  make  any 
effort  to  publicize  them?  Are  these  meetings  open  to  the  public,  and 
do  these  meetings  add  substantially  to  your  case  processing  time? 

Ms.  Jordan.  Are  you  referring  to  the  hearings  that  are  held  be- 
fore the  administrative  law  judge? 

Mr.  Porter.  Yes. 

Ms.  Jordan.  Yes,  they  are  open  to  the  public.  In  terms  of  who 
typically  attends  them,  I  would  say  that  there's  probably  not  very 
many  members  of  the  general  public  in  attendance.  It's  generally 
the  witnesses  in  the  case,  witnesses  of  the  parties. 

Mr.  Porter.  Do  you  make  any  effort  to  publicize  them? 

Mr.  Baker.  Yes.  Public  notices  go  out  a  week  to  two  weeks  ahead 
of  time  indicating  where  they're  going  to  be  held,  when  they're 
going  to  be  held.  Also  whether  or  not  any  handicapped  accommoda- 
tions will  be  needed. 

Mr.  Porter.  And  do  these  hearings  add  substantially  to  your 
case  processing  times? 

Ms.  Jordan.  Yes.  That's  one  of  the  main  factors  in  terms  of  how 
quickly  the  inventory  of  the  cases  gets  processed.  We've  looked 
closely  at  statistics  showing  the  number  of  cases  that  get  settled 
versus  the  number  of  cases  that  are  disposed  of  only  after  hearing. 
So  that  factor  does  impact  on  the  length  of  time  it  takes  to  resolve 
a  matter.  It  does  take  longer  when  a  matter  has  to  be  resolved  at 
a  full  hearing. 

Mr.  Baker.  If  I  might  just  add,  one  of  the  reasons,  I  think,  for 
the  increase,  the  increase  in  the  inventory,  is  that  our  decisions 
after  hearing  last  year  were  441  as  opposed  to  330  the  year  before. 
We  had  a  large  increase  in  the  number  of  decisions  after  hearing. 
And  I  think  that  again  is  attributable  to  the  dollar  amounts  in- 
volved. 

ALTERNATIVE  CASE  RESOLUTION  PROGRAM 

Mr.  Porter.  I  understand  that  MSHA  has  implemented  a  new 
alternative  case  resolution  program  that  allows  Conference  Litiga- 
tion Representatives  to  litigate  civil  penalty  cases  before  your  ad- 
ministrative law  judges.  Can  you  tell  me  how  well  this  program  is 
working,  and  if  it  is  improving  your  case  processing  times? 

Ms.  Jordan.  I  understand  that  it's  been  working  fairly  well.  I 
don't  think  there's  been  a  whole  lot  of  experience  under  it  yet.  But 
the  Chief  Judge  informed  me  that  he  had  gotten  feedback  that  the 
representatives  had  handled  the  cases  adequately  and  in  fact,  in 
some  cases,  were  perhaps  a  little  more  prompt  than  some  of  the 
lawyers  in  getting  some  documents  filed  when  the  judge  requests 
it.  We  are  trying  to  monitor  that,  and  I  know  Judge  Merlin  has 
read  some  of  the  transcripts  for  those. 
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Judge  Merlin.  I  think  the  CLRs  have  been  particularly  helpful 
in  settlement  cases.  They're  able  to  conduct  those  negotiations.  We 
don't  have  any  adverse  feedback  from  operators. 

In  addition,  gradually,  some  of  these  CLRs  have  appeared  at 
hearings  with  a  solicitor  present.  And  they  are  gradually  getting 
into  the  questioning  of  witnesses.  I  haven't  received  any  adverse  re- 
action to  that  from  the  judges  or  from  operators.  The  judges  seem 
satisfied  with  it,  and  I  think  so  far  it's  worked  very  well. 

MINES  AND  CASE  DISTRIBUTION 

Mr.  Porter.  The  staff  has  noted  that  there  are  14,320  active 
mines  in  the  United  States,  and  that  your  total  case  workload  is 
13,948  cases.  And  they  wonder  if  there's  one  case  per  mine. 
[Laughter.] 

Mr.  Porter.  I'm  sure  that  the  larger  mines  have  many  of  the 
cases  and  some  mines  you  never  see  at  all.  Give  me  a  sense  of  this, 
though,  how  does  it  break  out? 

Ms.  Jordan.  I  don't  think  we  have  statistics  on  cases  coming 
from  a  particular  area  or  size  of  mine.  I  know  from  sort  of  general 
background  knowledge  and  reading  that  in  fact  it's  not  always  the 
case  that  the  larger  mines,  the  smaller  mines  sometimes  are 

Mr.  Porter.  Sometimes  the  smaller  mines  have  more  cases? 

Ms.  Jordan  [continuing].  Have  more  cases,  because  they  are 
smaller  and  they  run  into  problems  in  terms  of  non-compliance,  not 
being  able  to  comply  with  standards.  And  in  fact,  there's  been  some 
publicity  around  that  problem. 

Mr.  Baker.  Congressman,  the  only  statistic  I  can  give  you  is  on 
the  Dust  Cases,  the  3,722  cases  there,  it  involves  496  mines.  We 
counted  them  yesterday.  I  don't  know  if  that's  any  indication  for 
the  staff. 

Mr.  Porter.  Did  you  count  the  largest  number  for  one  mine? 
Was  there  15  from  one  mine? 

Mr.  Baker.  There's  more  than  that,  there's  several  hundred  for 
some  mines. 

Mr.  Porter.  Several  hundred  for  some  mines. 

Well,  I've  completed  my  questions.  We  thank  you  very  much  for 
your  very  good  testimony  and  your  forthrightness  in  answering  our 
questions.  And  we  will  take  your  budget  under  advisement. 

Thank  you  very  much. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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CASE  INVENTORY 

Mr.  Porter:  The  number  of  cases  pending  at  the  end 
of  the  year  continues  to  increase  for  the 
Administrative  Law  Judges  and,  to  a  lesser  degree, 
for  the  Commission.   How  can  this  be  brought  in  line 
without  increasing  FTEs? 

Ms.  Jordan:  We  can  see  what  we  hope  are  future 
trends  and  management  initiatives  that  will  bring 
the  workload  in  line  with  available  FTEs.   These 
factors  include: 

(1)  Slightly  more  than  1,900  cases  have  been 
received  during  the  first  6  months  of  FY  1995, 
a  rate  that,  when  projected  on  a  full  year, 
would  yield  significantly  less  than  the  5,100 
cases  originally  projected. 

(2)  Appeal  rates  of  citations  were  9.1%  in  calendar 
year  1994,  a  9%  reduction  from  calendar  year 
1993. 

(3)  MSHA  has  had  less  than  a  year  experience  with 
its  alternative  case  resolution  program. 

(4)  The  Commission  is  actively  recruiting  to  fill 
its  ALJ  vacancy. 

(5)  The  Commission  is  also  attempting  to  increase 
its  case  dispositions  by: 

(a)  Upgrading  its  computer  and  case  management 
systems  to  improve  management  efficiency 
and 

(b)  Restructure  existing  staff  to  provide 
additional  attorney  support. 

These  trends  could  lead  to  inventory  declines  during 
FY  1997  and  allow  the  Commission  to  fulfill  its  FTE 
streamlining  goals  by  FY  1999.   However,  it  must 
also  be  noted  that  the  increase  in  inventory  has  not 
caused  a  lengthening  of  disposition  time.   With  the 
addition  of  four  judges  in  the  past  several  years, 
and  increases  in  judges'  productivity,  the 
Commission  has  been  able  to  maintain  a  larger 
inventory  of  pending  cases,  without  lengthening 
disposition  time.   This  is  borne  out  by  our 
statistics  for  the  first  five  months  of  FY  1995 
which  show  that,  despite  the  larger  inventory,  94% 
of  cases  at  the  ALJ  level  were  being  disposed  of 
within  12  months.   This  is  the  best  result  we  have 
had  since  at  least  FY  1985. 
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WORKLOAD 

Mr.  Stokes:  According  to  the  Congressional 
justification,  with  respect  to  Administrative  Law 
Judge  determinations,  the  number  of  cases  pending 
continues  to  increase  while  the  number  of  new  cases 
received  were  relatively  flat  for  FY  1994  and  1995, 
5,080  and  5,100  respectively.   To  what  do  you 
attribute  the  increase  in  pending  cases? 

Ms.  Jordan:  Unfortunately,  since  FY  1987  the 
Commission's  intake  of  new  cases  has  exceeded  its 
annual  dispositions  except  for  one  year  (FY  1993)  . 
Despite  the  fact  that  dispositions  increased  13  6% 
during  the  4-year  period  FY  1991-FY  1994,  when 
compared  to  the  preceding  4  years  (FY  1987-FY  1990) , 
new  cases  increased  225%  during  the  same  period, 
resulting  in  the  increase  of  pending  cases.   The 
inventory  of  pending  cases  also  includes  3,722  dust 
cases  that  are  on  stay  pending  commission  review  of 
the  ALJ's  trial  determination. 

As  discussed  during  the  hearing,  the  Commission  has 
no  control  over  the  number  of  cases  that  are 
contested.   When  cases  are  contested,  parties  are 
increasingly  pursuing  their  cases  through  the 
evidentiary  hearings  stage,  which  results  in  fewer 
dispositions  than  would  otherwise  have  been  the 
case. 

Mr.  Stokes:  What  is  the  average  age  of  the  pending 
cases? 

Ms.  Jordan:  Determining  the  age  of  the  pending 
cases  at  the  ALJ  level  is  one  of  the  future 
enhancements  the  Commission  intends  to  add  to  its 
case  management  system.   Currently,  that  information 
is  not  available. 

However,  some  information  on  docket  age  can  be 
gleaned  from  the  disposition  statistics  which 
indicate  that  in  FY  1994,  of  the  cases  decided,  39% 
were  disposed  of  within  6  months  of  receipt  and  87% 
were  disposed  of  within  one  year.   For  the  first  5 
months  of  FY  1995,  50%  of  the  case  dispositions 
occurred  within  6  months  or  less  of  receipt  and  94% 
of  the  cases  were  disposed  of  in  less  than  a  year. 
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APPELLATE  REVIEW 

Mr.  Stokes:  According  to  the  justification,  in  FY 
1994  the  Commission  received  105  cases  for  appellate 
review  and  disposed  of  95,  and  ended  the  year  with 
an  inventory  of  57  cases.   The  average  docket  age 
for  FY  1994  was  5.2  months  and  the  average  age  of 
decisions  issued  was  4.7  months.   Have  we  made 
improvements  in  these  statistics  over  time,  and  to 
what  extent  is  the  Commission  striving  to  make 
further  reduction  in  these  figures? 

Ms.  Jordan:  Listed  below  are  the  Commission's 
statistics  on  these  matters  for  the  past  10  years. 


Fiscal 
Year 

Decisions 

Issued  Number 

of  Cases 

Decision 
Age 

Months 

Ending 
Inventory 

Number 
of  Cases 

Inventory 
Age 

Months 

1994 

95 

4.7 

57 

5.2 

1993 

88 

7.1 

47 

4.1 

1992 

68 

10.5 

55 

4.7 

1991 

55 

6.7 

41 

7.2 

1990 

78 

7.4 

28 

5.4 

1989 

63 

9.4 

26 

9.0 

1988 

52 

9.5 

37 

7.6 

1987 

59 

6.5 

35 

5.7 

1986 

59 

15.5 

24 

4.3 

1985 

59 

12.5 

27 

13.2 

Overall,  we  believe  that  improvements  have  been  made 
in  the  Commission's  decisional  process,  especially 
in  light  of  its  increased  workload  and  disposition 
levels. 

It  is  the  Commission's  goal  to  issue  quality 
decisions  in  a  timely  manner  and  to  improve  on  . 
current  timeframes.   However,  this  goal  will  be 
severely  challenged  because  of  the  extensive 
workload  caused  by  the  dust  cases  and  the  increasing 
inventory  of  undecided  cases. 

Mr.  Stokes:  With  respect  to  the  58  cases  currently 
in  the  inventory,  what  is  the  average  age? 


Ms.  Jordan:  As  of  February  28,  1995,  the  Commission 
had  an  inventory  of  58  cases  with  an  average  age  of 
6 . 6  months . 
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COMMISSIONERS 

Mr.  Stokes:  The  justification  indicates  that  one  of 
the  Commissioner  slots  is  currently  vacant.   How 
long  has  it  been  vacant  and  what  impact  has  it  had 
on  operations? 

Ms.  Jordan:  The  Commissioner's  position  has  been 
vacant  since  September  1,  1994. 

Commissioner  vacancies  impact  on  operations  in  a 
number  of  ways.   Vacancies  may  cause  delays  in  the 
consideration  of  cases.   In  addition,  when  there  is 
an  even  number  of  Commissioners,  the  Commission  may 
be  evenly  divided  over  the  disposition  of  an  appeal. 
Also,  vacancies  could  result  in  decisions  which, 
although  precedential,  do  not  provide  the  level  of 
guidance  to  the  mining  community  that  decisions 
issued  by  a  full  5-member  Commission  would  provide. 

Mr.  Stokes:  According  to  the  justification,  the 
terms  of  two  Commissioners  will  expire  next  summer, 
when  will  the  process  start  to  consider 
replacements? 

Ms.  Jordan:  The  process  of  clearing,  nominating  and 
confirming  Presidential  appointees  is  lengthy  and 
time-consuming.  The  Commission  is  not  directly 
involved  in  this  process  and  has  no  control  over  its 
timing,  which  is  determined  by  the  White  House. 

DUST  CASES 

Mr.  Stokes:  The  Secretary  of  Labor's  petition  for 
discretional  review  of  two  administrative  law  judge 
decisions  regarding  the  dust  tampering  cases  was 
granted  last  May.   What  is  the  investment  of 
resources  in  this  initiative,  and  when  is  the 
decision  expected  to  be  issued? 

Ms.  Jordan:  Listed  below  is  an  estimate  of  direct 
costs  incurred  to  date  associated  with  adjudicating 
the  Common  Issues   and  Keystone   mine  "dust  cases." 

This  estimate  does  not  include  costs  based  on  time 
spent  by  Commissioners,  their  counsels,  the  General 
Counsel  and  other  Commission  staff  who  have  devoted 
time  to  the  Dust  Cases  but  are  not  exclusively 
dedicated  to  that  project. 


Identifiable  Costs  Associated  with 
the  Common   Issues   and  Keystone   Dust  Hearing: 


Trial  Proceedings; 

Salary  and  benefits  of  Administrative 

Law  Judge  4/91  -  5/3/94  and 

law  Clerk  1/26/92-  6/1/94   466,400 

Rental  and  furnishings  of  hearing  facility 

for  Common  Issues   hearings  50,100 

Transcription  services  for  Common   Issues   and 
Keystone   hearings   17,900 

Travel  to  Pittsburgh,  PA  to  conduct 

Keystone  hearing  6,600 

Total  Direct  Costs   541,000 


Review  Proceedings 

Direct  Attorney  Assignment  1.5  FTE 

and  part-time  assignment  (.5  FTE) 

for  case  record  summarization 

and  analyses     112,500 

Transcription  services  2,500 

Total  Direct  Costs   115,000 
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REINVENTING 

Mr.  Stokes:  As  part  of  the  Administration's 
initiative  on  reinventing  and  streamlining 
government,  what  are  the  Commission's  objectives  and 
goals  in  this  regard? 

Ms.  Jordan:  The  Commission  has  been  a  full 
participant  in  the  initiative  on  reinventing  and 
streamlining  government.   In  many  ways,  we  have  been 
in  the  forefront.   For  example,  in  1989  the 
Commission  determined  that  a  reexamination  of  our 
rules  of  procedure  was  appropriate.   In  a  series  of 
public  meetings,  possible  revisions  were  considered 
and  in  1990  proposed  revisions  were  published. 
Although  notice-and-comment  rulemaking  was  not 
required,  comments  and  suggestions  were  solicited 
from  our  customers.   A  number  of  organizations  and 
individuals  commented.   In  March  1993,  taking 
account  of  its  customers'  comments,  the  Commission 
completed  this  comprehensive  self-evaluation  and 
published  a  more  simplified  and  user-friendly  set  of 
procedural  rules. 

In  regard  to  President  Clinton's  letter  on 
streamlining  the  bureaucracy,  we  submitted  the 
Agency  Streamlining  Plan  on  October  27,  1992.   Until 
FY  1991,  the  Commission  had  been  receiving  and 
disposing  of  about  2,000  cases  annually.   In  FY 

1991,  the  Commission  received  8,353  cases;  in  FY 

1992,  6,032  cases;  in  FY  1993,  4,266  cases;  and  in 

1994,  5,080  cases.   While  case  dispositions  and 
productivity  have  also  increased,  and  these  higher 
production  levels  are  expected  to  continue,  a  large 
inventory  of  unheard  cases  has  nevertheless 
developed.   Under  the  most  optimistic  scenario  at 
the  time  of  the  streamlining  submission,  the  large 
inventory  was  expected  to  remain  until  the  end  of  FY 

1995.  Because  the  inventory  has  not  yet  begun  to 
decline,  most  of  the  planned  FTE  reductions  would 
have  to  occur  in  FY  1997-1999. 

The  Commission  underwent  a  reduction-in-f orce  in  the 
early  1980s.   As  a  result  of  this  action,  its 
staffing  levels  were  reduced  to  the  essential 
minimum.   The  Commission  has  no  public  relations  or 
congressional  affairs  officer,  no  employees  are 
devoted  entirely  to  personnel,  budget,  contracting, 
or  ADP  functions  and  its  mission  is  dedicated  solely 
to  the  adjudication  of  issues  in  dispute. 

In  summary,  the  Commission  has  worked  hard  to 
achieve  its  objective,  a  user-friendly,  streamlined 
agency  where  all  segments  of  the  mining  community 
can  receive  prompt,  efficient,  and  impartial 
adjudicatory  services. 
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Mr.  Stokes:  To  what  extent  is  the  Commission  re- 
examining its  mission? 

Ms.  Jordan:  The  Commission  does  not  expect  its 
mission  to  change.   The  Commission  is  concerned 
solely  with  adjudication  of  disputes  and  determining 
appropriate  penalty  amounts  under  the  Mine  Act;  it 
does  not  regulate  the  mining  industry  or  enforce  the 
Mine  Act.   Its  goal  is  the  just,  speedy  and 
inexpensive  determination  of  all  proceedings  that 
come  before  it.   Through  the  swift  and  impartial 
adjudication  of  these  civil  matters,  the  Commission 
seeks  to  enhance  compliance  with  the  Mine  Act  and 
contribute  to  improved  health  and  safety  of  the 
Nation's  miners. 


556 


JUSTIFICATION  OF  THE  BUDGET  ESTIMATES 


FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 


JUSTIFICATION  OF  APPROPRIATION  ESTIMATES 
FOR  COMMITTEE  ON  APPROPRIATIONS 


FISCAL  YEAR -1996 


557 


FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 

SALARIES  AND  EXPENSES 

TABLE  OF  CONTENTS 

FY  1996  Budget 

Executive  Summary 1 

Organization  Chart    3 

Appropriation  Language   4 

Authorizing  Legislation 5 

Budget  Authority  and  Staffing  by  Activity 6 

Summary  of  Changes 7 

Budget  Authority  by  Object  Class  8 

Personnel  Summary 9 

Amount  Available  for  Obligation 10 

Appropriation  History 11 

Staffing  History 12 

Congressional  Directives 13 

Narrative  Justifications: 

General  Statement  14 

Activities: 

Commission  Review 15 

Administrative  Law  Judge  Determinations   17 

Workload  Analysis    19 

Commission  Members 20 

Consultants 21 


558 

FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 
EXECUTIVE  SUMMARY 


The  Federal  Mine  Safety  and  Health  Review  Commission  is  an  independent  adjudicative 
agency  that  provides  administrative  trial  and  appellate  review  of  legal  disputes  arising  under  the 
Federal  Mine  Safety  and  Health  Act  of  1977.  Section  1 13  of  that  Act  establishes  the  Commission 
and  sets  forth  its  responsibilities. 

Most  cases  deal  with  civil  penalties  assessed  by  the  Department  of  Labor's  Mine  Safety 
and  Health  Administration  (MSHA)  against  mine  operators  and  address  whether  the  alleged 
violations  occurred  as  well  as  the  appropriateness  of  proposed  penalties.  Other  types  of  cases 
include  orders  to  close  a  mine,  miners'  charges  of  safety-related  discrimination  and  miners' 
requests  for  compensation  after  having  been  idled  by  a  mine  closure  order. 

The  Commission's  administrative  law  judges  (ALJs)  decide  cases  at  the  trial  level.  The 
five  member  Commission  provides  administrative  appellate  review.  The  Commission  reviews 
decisions  made  by  its  administrative  law  judges,  rules  on  petitions  for  discretionary  review,  and 
may  direct  review  on  its  own  initiative  of  cases  that  may  be  contrary  to  law  or  policy  or  that 
present  novel  questions  of  policy.  An  administrative  law  judge's  decision  that  is  not  directed  for 
review  becomes  a  final,  non-precedential  order  of  the  Commission.  The  Commission's  decisions 
are  precedential,  and  many  involve  issues  of  first  impression  under  the  Mine  Act.  Appeals  from 
the  Commission's  decisions  are  to  the  U.S.  Courts  of  Appeals. 

During  the  three  years  covered  by  this  budget  submission,  the  Commission  expects  a 
constant  level  of  new  cases  at  the  trial  level    However,  the  overall  inventory  of  undecided  cases 
continues  to  increase    A  total  of  5,080  new  cases  were  received  in  FY  1994  and  5,100  are 
anticipated  for  FY  1995  and  FY  1996.  In  FY  1994  the  ALJs  disposed  of  4,306  cases  and 
anticipate  disposing  of  4,580  cases  in  FY  1995  and  4,650  in  FY  1996. 

At  the  review  level,  the  Commission  has  a  current  docket  (2-1-95)  of  51  cases.  The 
average  age  of  this  docket  is  6.04  months  and  the  average  age  of  the  20  decisions  issued  in  FY 
1995  through  February  1  is  4.95  months.  93  new  cases  are  anticipated  in  both  FY  1995  and 
1996.  Dispositions  are  expected  to  total  80  in  FY  1995  and  91  in  FY  1996. 

A  substantial  portion  of  the  Commission  FY  1995  resources  will  be  devoted  to  appellate 
review  of  the  ALJ  decisions  in  the  respirable  dust  tampering  cases.  The  Commission  decision  in 
this  case  is  expected  before  the  end  of  the  fiscal  year.  Depending  on  the  resolution  of  these  dust 
cases,  the  stay  currently  in  effect  could  be  lifted  by  FY  1996  thereby  potentially  adding  3,722 
additional  active  cases  to  the  Commission's  trial  and  appellate  workload. 
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In  FY  1994,  the  Commission  received  105  cases  for  appellate  review  and  disposed  of  95 
cases,  ending  the  year  with  an  inventory  of  57  cases  The  average  docket  age  for  FY  1994  was 
5.2  months  and  the  average  age  of  decisions  issued  was  4.7  months. 

The  budget  request  for  FY  1996  totals  $6,467,000  to  support  60  FTE    The  additional 
funding  request  of  $267,000  is  essential  to  maintain  this  staffing  level    Included  in  this  amount  are 
$145,000  required  for  added  payroll  costs  attributable  to  the  1995  pay  adjustment  and  to  the 
anticipated  January  1996  pay  increase.  In  FY  1996,  the  Commission  anticipates  having  a  full 
complement  of  five  Commissioners  and  their  support  staff.  $106,000  is  requested  for  mandatory 
payroll  costs  at  the  authorized  60  FTE  employment  level.  The  remaining  $16,000  is  requested  for 
other  increased  support  costs. 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 
SALARIES  AND  EXPENSES 


For  expenses  necessary  for  the  Federal  Mine  Safety  and  Health  Review  Commission  (30 
U.S.C.  801  et.  seq),  [6,200,000]  $6,467,000,  (Departments  of  Labor,  Health  and  Human 
Services,  and  Education,  and  Related  Agencies  Appropriations  Act,  1995) 

Explanation  of  Language 

Section  113  of  the  Federal  Mine  Safety  and  Health  Amendments  Act  of  1977  establishes 
the  Federal  Mine  Safety  and  Health  Review  Commission  as  an  independent  agency.  Section  1 14 
of  the  Act  authorizes  to  be  appropriated,  out  of  moneys  in  the  United  States  Treasury  not 
otherwise  appropriated,  such  sums  as  may  be  necessary  to  carry  out  the  provisions  of  the  above- 
mentioned  Act    The  above  appropriation  language  proposal  is  intended  to  carry  out  these 
provisions. 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVTCW  COMMISSION 
AUTHORIZING  LEGISLATION 


FY  1995  FY  1996 

Enacted  Request 


Authorizing  Legislation 
Containing  Indefinite  Authority 


Federal  Mine  Safety  and  Health 

Amendments  Act  of  1977 

(30  U.S.C.  823-824)  6,200,000  6,467,000 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 
BUDGET  AUTHORITY  AND  STAFFING  BY  ACTIVITY 


Increase  or 

1994  1995 1996  Decrease 

FTE   Amount     FTE   Amount    FTE     Amount     FTE   Amount 


Commission  Review  26  2,970,000  31  3,173,000  31  3,345,000  --  +172,000 

Administrative  Law 

Judge  Determinations  27  2.872.000  29  3.027.000  29  3.122.000  =  +95,000 

Total  53  5,842,000  60  6,200,000  60  6,467,000  --  +267,000 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 
SUMMARY  OF  CHANGES 


FY  1995  Appropriation,  Adjusted 6,200,000 

FY  1996  Estimate,  Appropriation   6,467,000 

Change    +267,000 


1995  Current 
Estimate  Base 

Budget 
FTE     Authority 

Change 
From  Base 

Budget 
FTE      Authority 

INCREASES  (Built-inV 

1 .    Mandatory  growth  in  base 
payroll  costs  including  with- 
in grade  step  increases 

60      4,760,000 

--        +106,000 

2.    Annualized  cost  of  1 995 
pay  increase. 

-- 

+76,000 

3.    January  1996 
pay  increase. 

- 

+69,000 

4.    Increase  in  non- 
personnel  costs. 

-      1,440,000 

+  16.000 

NET  CHANGE 


+267,000 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 
BUDGET  AUTHORITY  BY  OBJECT  CLASS 


1994 

1995 

1996 

Increase  or 
Decrease 

Personnel  Compensation: 

Full-time  permanent 

Other  than  full-time  permanent 

Special  personnel  service  payments 

3,354 
25 
27 

4,011 

25 
40 

4,212 

25 
25 

+201 
-15 

Total,  personnel  compensation: 

3,406 

4,076 

4,262 

+186 

Personnel  benefits,  civilian 
Travel  and  transportation  of  persons 
Transportation  of  things 
Rental  payments  to  GSA 
Communications,  utilities  and 
miscellaneous  charges 

646 

139 

11 

602 

87 

684 

139 

11 

602 

95 

749 

140 

11 

609 

104 

+65 
+1 

+7 

+9 

Printing  and  reproduction 

35 

35 

36 

+1 

Other  services 

488 

471 

466 

-5 

Supplies  and  materials 

122 

72 

75 

+3 

Equipment 

121 

15 

15 

- 

TOTAL  5,657  6,200  6,467  +267 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 


PERSONNEL  SUMMARY 


Account:  Salaries  and  Expenses 

Executive  Level  III 
Executive  Level  IV 
Subtotal 

ES-5 
ES-4 
Subtotal 

AL-2 
AL-3 
Subtotal 

GS-15 
GS-14 
GS-13 
GS-12 
GS-10 
GS-9 
GS-8 
GS-7 
GS-6 
GS-5 
GS-4 
Subtotal 

Total  Permanent  Positions 
Unfilled  positions  end-of-year 
Total,  full-time  permanent  emplc 
Full-time  equivalent  (FTE)  usage 


1994 

1995 

1996 

Actual 

Estimate 

Request 

1 

1 

1 

4 

4 

4 

5 

5 

5 

1 

1 

1 

I 

1 

1 

2 

2 

2 

1 

1 

1 

13 

11 

11 

14 

14 

14 

6 

6 

6 

2 

2 

2 

4 

4 

4 

1 

1 

1 

3 

2 

2 

3 

4 

4 

4 

4 

4 

14 

14 

14 

2 

1 
i 

2 
1 

2 

1 

41 

_1 
41 

1 
41 

62 

62 

62 

-11 

-2 

-2 

»yment  end-of-year           5 1 

60 

60 

;                                      53 

60 

60 

4.50 

4.50 

4.50 

$114,184 

$115,611 

$117,923 

2.93 

2.93 

2.93 

$101,708 

$105,152 

$108,932 

9.49 

946 

9.46 

$41,851 

$43,306 

$44,597 

Average  ES  level 
Average  ES  salary 
Average  AL  level 
Average  AL  salary 
Average  GS  grade 
Average  GS  salary 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 

SALARIES  AND  EXPENSES 

AMOUNTS  AVAILABLE  FOR  OBLIGATION 


1994  1995  1996 

FTE     Amount  FTE     Amount  FTE     Amount 


Appropriation  or  Estimate, 

Total,  Amounts  Available 

for  Obligation  53      5,842,000  60    6,200,000  60    6,467,000 


10 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVDXW  COMMISSION 
APPROPRIATION  HISTORY  TABLE 


Fiscal 
Year 

Budget  Estimate 
to  Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 

1984 

3,858,000 

3,858,000 

4,000,000 

3,858,000 

1985 

3,837,000 

3,837,000 

3,837,000 

3,837,000 

Pay  Supp. 

36,000 

1986 

3,709,000 

3,815,000 

3,815,000 

3,651,000' 

1987 

3,919,000 

3,651,000 

3,919,000 

3,785,000 

1988 

4,139,000 

4,080,000 

4,080,000 

3,892,0002 

1989 

4,079,000 

4,079,000 

4,079,000 

4,030,0003 

1990 

4,005,000 

4,030,000 

4,030,000 

4,030,000 

1991 

4,292,000 

4,292,000 

4,292,000 

4,188,509* 

1992 

4,719,000 

4,357,000 

4,357,000 

5,143,000 

1993 

5,830,000 

5,772,000 

5,772,000 

5,726,0005 

1994 

5,842,000 

5,842,000 

5,842,000 

5,842,000 

1995 

6,237,000 

6,200,000 

6,200,000 

6,200,000 

1996 

6,467,000 

1  Reduction  of  $164,000  pursuant  to  PL.  99-177. 

2  Reduction  of  $14,000  pursuant  to  Sec.  512  of  PL.  100-202. 

3  Reduction  of  $49,000  pursuant  to  Sec.  517  of  PL.  100-436. 
'  pursuant  to  Sec.  514(b)  of  PL.  101-517. 

.anttnPT.   QQ-177 


4  Reduction  of  $103,437  pursuant  to  bee.  5  J 
Reduction  of  $54  pursuant  to  PL.  99-177. 


5  Reduction  of  $46,000  pursuant  to  Sec.  511  ofP.L.  102-394. 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 
STAFFING  HISTORY  TABLE 

Fiscal  Year  FTE 

1984  58 

1985  52 

1986  47 

1987  51 

1988  52 

1989  51 

1990  48 

1991  47 

1992  56 

1993  53 

1994  53 

1995  Est 60 

1996  Est 60 


570 
FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 
CONGRESSIONAL  DIRECTIVES 

The  Commission  had  no  Congressional  directives  included  in  its  FY  1995  appropriation. 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 
JUSTIFICATION 


1995  1996  Increase  or 

Estimate  Request  Decrease 

FTE     Amount        FTE     Amount        FTE     Amount 


Commission  Review  31  3,173,000  31  3,345,000  --  +172,000 

Administrative  Law 

Judge  Determinations  29  3.027.000  29  3.122.000  =  +95.000 

Total  Budget  Authority  60  6,200,000  60  6,467,000  --  +267,000 


GENERAL  STATEMENT 

The  Federal  Mine  Safety  and  Health  Review  Commission  was  established  as  an  independent 
agency  by  Section  1 13(a)  of  the  Federal  Mine  Safety  and  Health  Amendments  Act  of  1977.  It  is 
not  part  of  the  Department  of  Labor  or  its  Mine  Safety  and  Health  Administration 

The  Commission  is  charged  with  the  responsibility  of  reviewing  the  enforcement  activities  of 
the  Secretary  of  Labor  and  protecting  miners  against  unlawful  discrimination.  The  Commission's 
administrative  law  judges  hear  and  decide  cases  at  the  trial  level  as  initiated  by  the  Secretary  of 
Labor,  mine  operators,  miners,  and  miners'  representatives. 

The  five-member  Commission  hears  appeals  from  administrative  law  judge  decisions.  The 
Commission  may  review  these  decisions  by  granting  a  petition  for  discretionary  review  from  one 
or  more  of  the  parties  or  by  directing  review  on  its  own  motion. 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 
COMMISSION  REVIEW 


Increase  or 
1995  1996  Decrease 


FTE  Amount     FTE  Amount     FTE     Amount     FTE  Amount 


Commission 

Review  Total 

Budget  Authority       26    2,970,000      31    3,173,000      31      3,345,000       --     +172,000 

Introduction: 

The  responsibility  for  the  review  of  Administrative  Law  Judges'  decisions  is  set  forth  in 
Section  1 13(d)(1)  of  the  Act.  The  Act  states  that  an  administrative  law  judge's  decision  shall 
become  final  40  days  after  its  issuance,  unless  within  that  period  two  Commissioners  direct  that 
the  decision  be  reviewed. 

Most  cases  come  before  the  Commission  when  two  or  more  Commissioners  vote  to  grant  a 
petition  for  discretionary  review  filed  by  a  person  adversely  affected  by  the  administrative  law 
judge's  decision.  Petitioners  may  include  miners  (with  or  without  legal  representation),  miners' 
representatives,  mine  operators  or  the  Secretary  of  Labor.  Two  Commissioners  may  also  direct 
any  case  for  review  sua  sponte  (on  the  Commission's  own  motion,  without  the  parties  filing  a 
petition).  Sua  sponte  review  is  limited  to  determining  whether  an  administrative  law  judge's 
decision  is  contrary  to  law  or  Commission  policy,  or  deciding  a  novel  question  of  policy  which  the 
case  presents. 

1996  Budget: 

The  Commission  is  requesting  an  increase  of  $172,000  for  its  review  activities  in  FY  1996. 
Included  in  this  amount  are  $75,000  for  added  payroll  costs  attributable  to  the  1995  pay 
adjustment  and  to  the  anticipated  January  1996  pay  increase.  The  Commission  proposes  to  add 
an  additional  attorney  in  FY  1996  through  the  converstion  of  a  vacant  clerical  position.  $41,000 
is  included  in  the  request  for  this  purpose.  $56,000  is  requested  for  the  mandatory  growth  in  base 
payroll  and  other  support  costs  for  the  Commission  in  FY  1996. 

A  total  of  93  new  cases  are  anticipated  for  Commission  review  during  FY  1996  and  91 
dispositions  are  expected,  resulting  in  an  end-of-year  case  inventory  of  72.  The  Commission 
expects  to  operate  with  a  full  complement  of  five  Commissioners  during  the  year  except  in  the 
fourth  quarter  when  the  terms  of  two  Commissioners  will  expire  on  August  30,  1996. 

15 
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1995 

For  FY  1995,  the  Commission  is  projecting  an  intake  of  93  new  cases,  and  a  total  case 
disposition  of  80.  Through  February  1,  1995,  the  Commission  has  received  25  new  cases. 
During  this  same  period,  it  has  issued  20  substantive  decisions  and  denied  5  petitions.  Many  of 
the  Commission's  cases  present  issues  of  first  impression  under  the  Mine  Act.  The  average  age  of 
the  57  matters  pending  on  the  Commission's  docket  as  of  February  1,  1995  is  6. 16  months,  and 
the  average  age  of  the  20  issued  matters  is  5.59  months.  The  Commission  strives  to  maintain  the 
average  age  of  cases  on  its  pending  docket  and  the  average  age  of  decisions  issued  at  six  to  nine 
months  or  less. 

On  May  27,  1994,  the  Commission  granted  the  Secretary  of  Labor's  petition  for 
discretionary  review  of  two  Administrative  Law  Judge  decisions  in  the  Respirable  Dust 
Tampering  Cases    One  decision  disposed  of  issues  common  to  all  of  the  cases  in  this  class;  the 
second  decision  resolved  disputes  in  one  lead  mine-specific  case.  The  parties  had  until  the  end  of 
December  to  complete  briefing  on  these  cases.  This  is  perhaps  the  most  complex  case  yet 
appealed  to  the  Commission  and,  among  other  things,  involves  review  of  transcripts  of  some 
14,000  pages  taken  during  approximately  four  months  of  hearings    The  Commission  will  devote 
extensive  resources  during  FY  1995  to  analyze  the  record  and  issue  its  decision,  which  is 
anticipated  prior  to  the  end  of  the  fiscal  year. 

As  in  the  past,  petitions  for  discretionary  review  represent  the  majority  of  the  Commission's 
new  case  workload    Approximately  two-thirds  of  the  petitions  for  discretionary  review  in  1995 
and  1996  are  expected  to  be  heard  by  the  Commission.  Currently,  the  Commission  has  four 
members. 


In  FY  1994,  the  Commission  received  105  cases  for  review.  It  issued  77  substantive 
decisions  and  denied  18  petitions  on  review,  for  a  total  case  disposition  of  95.  The  average  age  of 
57  cases  pending  on  the  Commission's  docket  at  the  end  of  FY  1994  was  5.2  months.  The 
average  age  of  the  77  decisions  was  4.7  months.  The  Commission  accommodates  parties' 
requests  to  present  their  cases  at  oral  arguments.  During  FY  1994,  five  oral  arguments  were  held. 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 
ADMINISTRATIVE  LAW  JUDGE  DETERMINATIONS 


Increase  or 

1224 1995 1996 Decrease 

FTE  Amount     FTE  Amount     FTE    Amount     FTE  Amount 


Administrative 
Law  Judge 
Determinations 
Total  Budget 
Authority  27    2,872,000     29    3,027,000      29     3,122,000       -       +95,000 


Introduction: 

The  Commission  employs  Administrative  Law  Judges  to  hear  and  decide  contested  cases  at 
the  trial  level,  as  initiated  by  the  Secretary  of  Labor,  mine  operators,  and  miners  or  their 
representatives.  The  judges  are  also  responsible  for  evaluating  and  approving  or  denying 
settlement  agreements  under  the  Mine  Act. 

The  agency  maintains  two  offices  of  Administrative  Law  Judges,  in  Falls  Church,  Virginia 
and  in  Denver,  Colorado.  Administrative  Law  Judges  travel  to  hearing  sites  located  at  or  near  the 
mine  involved  in  order  to  afford  mine  operators,  miners,  and  their  representatives  the  full 
opportunity  to  participate. 

1996  Budget  Request: 

At  the  Administrative  Law  Judge  level,  the  Commission  is  requesting  an  increase  of  $95,000 
for  FY  1996.  Included  in  this  amount  are  $70,000  for  added  payroll  costs  attributable  to  the  1995 
pay  adjustment  and  to  the  anticipated  January  1 996  pay  increase.  Also  requested  are  $25,000  for 
mandatory  within  grade  step  increase  and  other  staff  support  costs. 

A  total  of  5,100  new  cases  is  anticipated  for  FY  1996,  with  4,650  dispositions  projected, 
leaving  an  end  of  year  inventory  of  8,998  cases.  This  inventory  includes  3,722  cases  on  stay  that 
are  included  in  a  master  docket  involving  cases  of  alleged  tampering  with  cassettes  that  measure 
respirable  dust  in  coal  mines.  These  "dust  cases"  are  on  stay  pending  Commission  review  in  a 
lead  case.  Because  the  duration  of  the  stay  is  uncertain  in  light  of  the  availability  of  court  appeals 
of  the  lead  case,  the  agency  has  excluded  the  dust  cases  from  the  projection  of  cases  that  will  be 
decided  in  FY  1996. 
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1995 

As  of  October  1,  1994,  the  Commission's  ALIs  had  an  inventory  of  8,028  cases  with  5,100 
new  cases  anticipated  in  FY  1995  Case  dispositions  are  expected  to  total  4,580  with  an  end  of 
year  inventory  of  8,548  cases.  Included  in  this  inventory  are  3,722  dust  cases  in  a  master  docket 

As  of  February  1,  1995,  the  Commission's  ALIs  had  received  1,250  new  cases  and  had 
disposed  of  1,416  cases 

1994 

In  FY  1994,  the  Commission's  ALJs  received  5,080  cases.  A  total  of  4,306  cases  were 
decided,  leaving  an  end-of-year  inventory  of  8,028  cases.  The  Commission's  Administrative  Law 
Judge  completed  the  master  docket  dust  case  with  his  April  20,  1994  mine  specific  decision  in 
favor  of  the  contestant  mine  operator.  The  judge's  decision  on  common  issues  in  July  1993 
concluded  that  the  Secretary  had  failed  to  carry  out  his  burden  of  proving  that  the  presence  of  an 
abnormal  white  center  dust  cassette  established  intentional  tampering    These  decisions  have  been 
appealed  to  the  Commission  for  review. 

Of  the  4,306  dispositions  in  FY  1994,  2,689  cases  were  settlement  approvals,  441  cases 
required  evidentiary  hearing  prior  to  decision,  and  1 , 1 76  cases  were  disposed  by  other  methods. 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 
SELECTED  WORKLOAD  DATA 


Commission  Review  Activities 

Cases  pending  beginning  of  year 

New  cases  received 

Total  case  workload 

Cases  decided 

Cases  pending  end  of  year 


1994 

1995 

1996 

Actual 

Estimate 

Estimate 

47 

57 

70 

105 

93 

93 

152 

150 

163 

95 

80 

91 

57 

70 

72 

Administrative  Law  Judge  Determinations 

Cases  pending  beginning  of  year 

7,254 

8,028 

8,548 

New  cases  received 

5,080 

5,100 

5,100 

Total  case  workload 

12,334 

13,128 

13,648 

Cases  decided 

4,306 

4,580 

4,650 

Cases  pending  end  of  year 

8,028 

8,548 

8,998 

19 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVIEW  COMMISSION 
COMMISSION  MEMBERS 


NAME 

Mary  Lu  Jordan,  Chairman 

Joyce  A.  Doyle 

Arlene  Holen 

Marc  L.  Marks 

Vacant 


TERM  EXPIRATION 
August  30,  1996 
August  30,  1998 
August  30,  1996 
August  30,  2000 
August  30,  2000 


20 
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FEDERAL  MINE  SAFETY  AND  HEALTH  REVDZW  COMMISSION 
CONSULTANTS 


The  Commission  employed  no  consultants  in  FY  1994  and  has  no  plans  to  employ  consultants 
fiscal  years  1995  or  1996 


Tuesday,  April  4,  1995. 

NATIONAL  COMMISSION  ON  LIBRARIES  AND 
INFORMATION  SCIENCE 

witnesses 
jeanne  hurley  simon,  chairperson 
peter  r  young,  executp7e  director 
mary  alice  hedge,  associate  execuitve  dhtector 
jane  williams,  research  associate 

john  lorenz,  coordinator,  federal-state  cooperative  li- 
brary statistics  program 

Introduction  of  Witness 

Mr.  Porter.  Now  we  have  the  National  Commission  on  Libraries 
and  Information  Science.  And  we  couldn't  be  more  pleased  than  to 
welcome  Jeanne  Hurley  Simon,  a  fellow  Illinoisan  and  the  wife  of 
our  friend  and  colleague  Senator  Paul  Simon  of  Illinois.  And  a  lady 
who  I  think  once  prosecuted  cases  before  my  father  in  Evanston, 
Illinois. 

Ms.  Simon.  Exactly  right. 

Mr.  Porter.  It  was  probably  when  you  were  first  out  of  law 
school  and  before  you  were  elected  to  the  General  Assembly,  is  that 
correct? 

Ms.  Simon.  Well  before  my  election. 

Mr.  Porter.  Yes.  Jeanne,  we're  very,  very  pleased  to  see  you. 
Why  don't  you  introduce  the  people  with  you  and  then  just  proceed. 

Ms.  Simon.  Thank  you,  Mr.  Chairman.  I  am  very  pleased  to  be 
here.  Let  me  introduce  on  my  right  Peter  Young,  who  is  the  Execu- 
tive Director  of  the  National  Commission.  On  my  left,  Mary  Alice 
Hedge,  who  is  the  Associate  Executive  Director.  And  two  staff 
members  are  also  with  us  this  afternoon,  Jane  Williams  and  John 
Lorenz.  You  see  practically  all  of  the  Commission  staff  here,  at 
least  the  majority  of  it. 

But  I  do  welcome  this  opportunity  to  talk  about  the  activities  and 
plans  of  the  National  Commission.  I'd  like  to  have  my  written 
statement  entered  in  the  record,  Mr.  Chairman.  Thank  you. 

And  this  afternoon,  I  want  to  summarize  some  highlights  from 
my  written  statement.  But  before  I  begin,  I'd  like  to  note  for  the 
record,  as  you  have  just  observed,  that  this  is  not  the  first  time  I 
have  appeared  before  a  Porter.  Thirty-five  years  ago,  your  father, 
Judge  Porter,  was  very,  very  kind  and  helpful  to  me  as  a  young  as- 
sistant state's  attorney  in  Evanston,  Illinois.  I  think  I  did  very  well 
with  Judge  Porter.  If  that's  an  indication  of  what's  to  come  today, 
I  hope  it  is.  [Laughter.] 

Mr.  Porter.  I  know  that  you  did  very  well  in  front  of  my  father. 
He  has  commented  many  times  on  your  great  abilities. 

Ms.  Simon.  Thank  you,  Mr.  Chairman. 

(579) 
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COMMISSION'S  FUNCTIONS 

Well,  a  little  over  a  year  ago,  I  appeared  before  this  subcommit- 
tee as  chairperson,  new  on  the  job,  with  about  three  months  experi- 
ence. Since  then,  my  knowledge  and  appreciation  of  and  for  the  Na- 
tional Commission  have  made  me  realize  how  very  important  this 
agency  is  in  working  to  assure  access  to  information  for  all  the  peo- 
ple of  the  United  States.  And  it's  a  message  that  I  have  presented 
in  20  speaking  engagements  in  10  states  in  the  past  year. 

But  in  many  ways  it's  been  a  tough  year  for  this  permanent  and 
independent  agency,  which  will  be  25  years  old  next  July.  As  you 
know,  the  President's  budget  for  1996  requests  $962,000  for  our 
agency.  You  also  know  that  as  part  of  the  President's  initiatives  on 
re-inventing  Government,  Federal  agencies  are  re-examining  this 
missions.  We  of  course  are  participating  in  this  effort,  and  we  will 
keep  you  apprised  of  our  review. 

We  did  re-examine  our  mission  as  spelled  out  in  P.L.  91-345,  and 
I  have  summarized  our  major  functions  to  be  three.  One,  to  deter- 
mine the  needs  of  the  people  of  the  United  States  for  library  and 
information  services.  Two,  to  translate  those  needs  into  policy  rec- 
ommendations. And  three,  to  advise  Congress  and  the  President  on 
implementing  national  policy. 

COLLABORATIVE  WORK 

The  Commission  determines  the  needs  of  all  the  people  of  the 
United  States  from  a  national,  independent  perspective  with  spe- 
cial attention  to  rural  areas,  the  economically,  socially  or  culturally 
deprived  and  the  elderly.  Now,  to  accomplish  these  essential  func- 
tions and  to  make  better  use  of  our  small  agency's  resources,  we 
are  partners  with  governmental  agencies  at  all  levels  and  with 
non-profit,  independent  and  private  organizations  to  assure  that 
the  needs  of  the  people  are  identified  and  addressed  at  the  appro- 
priate levels.  Let  me  give  you  three  examples. 

The  first  is  the  National  pre-White  House  Conference  the  Com- 
mission co-sponsored  in  early  February  this  year,  entitled  "Toward 
the  White  House  Conference  on  Aging:  Priorities  and  Policies  for 
Libraries  and  Information  Services  for  Older  Adults."  The  con- 
ference developed  recommendations  for  delegates  to  the  May,  1995 
White  House  Conference  on  Aging  to  consider. 

Our  pre-conference  involved  over  200  participants,  and  most  of 
them  were  seniors  over  the  age  of  65.  The  Commission  worked  with 
the  National  Library  Service  for  the  Blind  and  Physically  Handi- 
capped at  the  Library  of  Congress,  and  with  the  American  Library 
Association  to  plan  and  carry  out  this  conference.  We  are  also  co- 
ordinating plans  with  area  libraries,  from  Montgomery  County, 
from  Northern  Virginia,  and  so  on,  for  an  information  resource  cen- 
ter for  delegates  at  the  May  conference. 

The  second  example  of  our  collaborative  work  is  a  current  history 
of  the  cost  of  libraries  using  the  Internet  to  improve  information 
services  for  citizens.  This  study  builds  on  a  1994  Commission-spon- 
sored national  survey  which  showed  that  20  percent  of  our  over 
9,000  public  libraries  were  connected  to  the  Internet.  I  expect  that 
percentage  has  grown  rapidly  in  the  past  year.  The  Commission's 
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study's  findings  have  been  widely  reported,  and  we  receive  daily  re- 
quests from  around  the  world  for  our  published  report. 

In  that  1994  survey,  public  libraries  reported  annual  Internet  ex- 
penditures of  from  a  low  of  $275  a  year  to  $14,000  a  year.  This 
wide  cost  variation  is  a  problem  for  libraries  planning  Internet  con- 
nections, and  our  decision-makers  at  every  level  need  more  accu- 
rate cost  estimates. 

So  the  Commission  is  beginning  this  investigation  of  cost  with 
public  libraries  and  statewide  networking  initiatives.  We're  explor- 
ing partnerships  to  expand  this  research  to  include  other  commu- 
nities such  as  those  served  by  college,  universities,  community  col- 
lege, research  and  school  libraries.  We  expect  the  additional  phases 
of  research  will  start  later  this  year  and  extend  into  1996. 

The  third  example  of  partnership  is  the  Commission's  meeting 
and  hearing  at  Lake  Tahoe,  Nevada,  in  October,  1994.  This  event, 
where  representatives  from  11  states  were  gathered,  provided  an 
opportunity  for  18  citizens  to  testify  about  the  library  and  informa- 
tional needs  of  rural  America.  The  Commission  will  publish  a  re- 
port of  this  hearing  later  this  spring. 

commission's  guidelines 

At  last  year's  hearing  before  this  subcommittee,  I  quoted  the 
Commission's  Executive  Director,  Peter  Young,  about  what  as- 
sumptions should  guide  the  Commission  in  considering  issues  and 
topics  of  concern.  Those  guidelines  are  still  pertinent  as  we  seek  to 
fulfill  our  Federal  role,  and  to  use  our  resources  for  maximum  pro- 
ductivity and  return.  These  guidelines  include  the  following. 

One,  the  Commission  should  concentrate  attention  on  those  few 
emerging  issues  that  will  generate  fundamental  change.  Two,  the 
Commission  should  concentrate  on  problem  areas  that  are  consist- 
ent with  our  statutory  functions.  The  resources  should  extend  those 
existing  statistical,  analytical  and  research  efforts  that  are  re- 
quired to  provide  a  basis  for  national  library  and  information  serv- 
ices policies  in  the  coming  decade.  Number  three,  the  Commission 
should  identify,  opportunities  for  niche  program  areas  that  require 
Commission  leadership  and  that  are  not  adequately  addressed  by 
agencies,  associations  or  other  library  services  groups.  Number 
four,  major  events  or  trends  that  should  guide  the  Commission's 
focus  include  global  changes  in  information  services  and  techno- 
logical changes  in  the  creation,  distribution  and  consumption  of  in- 
formation. 

These  guidelines  say  to  me  that  the  Commission  must  stay  fo- 
cused on  the  most  important  issues  that  will  mean  the  biggest 
changes  for  the  people  in  the  United  States  in  meeting  their  needs 
for  libraries  and  information  services.  These  guidelines  say  to  me 
that  the  Commission  must  choose  its  work  carefully  for  maximum 
impact  and  that  we  must  expand  our  resources  through  cooperative 
activities  with  partners  in  the  public,  private  and  independent  sec- 
tors. 

Finally,  these  guidelines  say  to  me  that  the  Commission  plays  a 
unique  and  a  critical  role  in  determining  the  needs  for  policies  to 
assure  that  all  the  people  of  the  United  States  have  the  oppor- 
tunity to  participate  in  this  global  information  age. 
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Thank  you,  Mr.  Chairman.  I  will  be  glad  to  answer  questions  you 
may  have. 

[The  prepared  statement  and  biography  of  Jeanne  Hurley  Simon 
follow:] 


U.S.  National  Commission  on  Libraries  and  Information  Science 

Testimony  of  Chairperson  Jeanne  Hurley  Simon 

for  the  FY  1 996  Appropriation  Hearing 

April  4,  1995 

U.S.  House  of  Representatives  Appropriations  Committee 

Labor,  HHS,  Education  and  Related  Agencies 


Good  afternoon.  Thank  you  for  this  opportunity  to  discuss  the  activities  and  plans 
of  the  National  Commission  on  Libraries  and  Information  Science.  This  written 
statement,  along  with  our  appropriation  justification,  contains  details  of  the 
Commission's  proposals  for  FY  1996. 

As  you  know,  the  President's  FY  1996  budget  requests  $962,000  for  our  agency. 
You  also  know  that,  as  part  of  the  President's  initiatives  on  reinventing  government,  all 
federal  agencies  are  re-examining  their  missions.  This  re-examination  includes 
addressing  the  mission  based  on  customer  input,  asking  whether  the  mission  can  be 
accomplished  as  well  or  better  without  federal  involvement,  looking  for  ways  to  cut  costs 
or  improve  performance  through  competition,  and  looking  for  additional  ways  to  put 
customers  first,  cut  red  tape  and  empower  employees.  The  National  Commission  on 
Libraries  and  Information  Science  is  actively  participating  in  this  effort  and  will  keep  you 
apprised  of  our  review. 

In  reviewing  the  Commission's  mission,  we  have  summarized  and  itemized  our 
essential  functions  from  those  included  in  our  statute,  Public  Law  91-345.  Those  three 
essential  functions  are: 
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1 .  determining  the  needs  of  the  people  of  the  U.S.  for  library  and  information  services, 

2.  translating  those  needs  into  policy  recommendations,  and 

3.  advising  the  Congress  and  the  President  on  the  implementation  of  national  policy. 

To  accomplish  these  essential  functions  and  to  make  better  use  of  our  small 
independent  agency's  resources,  we  are  planning  collaborative  partnerships  with 
governmental  agencies  at  all  levels  and  with  non-profit,  independent  and  private 
organizations  to  assure  that  the  needs  of  the  people  are  identified  and  addressed  at  the 
appropriate  level.  Let  me  give  you  three  examples  of  what  I  mean: 

1.)  The  first  example  is  a  conference  the  Commission  co-sponsored  in  early 
February  in  Philadelphia.  This  one-day  national  pre- White  House  Conference  on  Aging, 
Toward  the  White  House  Conference  on  Aging:  Priorities  and  Policies  for  Libraries  and 
Information  Services  for  Older  Adults,  developed  recommendations  for  meeting  the  needs 
of  libraries  and  information  services  in  serving  older  adults.  The  meeting  involved  over 
200  participants,  with  seniors  over  65  in  the  majority.  The  Commission  worked  with 
representatives  from  the  American  Library  Association  and  the  National  Library  Service 
for  the  Blind  and  Physically  Handicapped  of  the  Library  of  Congress  to  plan  and  conduct 
this  conference.  NCLIS  will  publish  and  distribute  the  proceedings  of  our  February  pre- 
conference. 
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The  prioritized  recommendations  developed  at  the  pre-conference  were 
transmitted  to  the  1 995  White  House  Conference  on  Aging  for  consideration  by  delegates 
at  the  national  conference  scheduled  for  early  May.  Further,  the  Commission  is 
coordinating  plans  for  an  information  resource  center  at  the  May  conference  to  support 
the  information  needs  of  delegates  as  they  develop  policy  recommendations.  By 
establishing  partnerships  to  sponsor  the  pre-conference  and  to  support  the  information 
resource  center,  the  Commission  is  leveraging  resources  to  accomplish  our  program 
functions. 

2.)  The  second  example  of  the  Commission's  collaborative  work  is  a  current 
project  studying  the  costs  of  libraries'  using  the  Internet  to  improve  and  enhance 
information  services  for  citizens.  This  study  builds  on  a  1994  Commission-sponsored 
national  survey  of  U.S.  public  libraries  connected  to  the  Internet.  This  spring  1994 
survey  showed  that  20.9%  of  our  9,050  public  libraries  were  connected  to  the  Internet. 
(We  expect  that  percentage  has  grown  rapidly  in  the  past  year.)  NCLIS'  study  findings 
have  been  widely  reported  and  requests  for  the  Commission's  published  report  Public 
Libraries  and  the  Internet:  Study  Results,  Policy  Issues,  and  Recommendations  are 
received  daily  from  around  the  world. 

In  the  1994  NCLIS  survey,  public  libraries  reported  annual  Internet  expenditures 
of  from  $275  to  $14,700.  This  wide  cost  variation  is  problematic  for  libraries  planning 
Internet  connections.  In  order  to  take  advantage  of  the  potential  of  Internet  for  libraries  to 
offer  services  that  respond  to  citizens'  information  needs,  decision-makers  at  every  level 
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need  more  accurate  cost  estimates.  The  Commission's  cost  model  study  will  provide 
valuable  information  about  the  role  of  libraries  in  offering  Internet  services  to  local 
communities. 

The  Commission  is  beginning  this  new  investigation  by  exploring  the  experience 
of  public  libraries  and  state-wide  networking  initiatives.  Public  libraries  obviously  are 
critical  to  the  public's  access  to  electronic  information  services  of  all  kinds.  State 
libraries  are  key  to  building  and  expanding  networks  for  Internet  connections  and  many 
other  electronic  information  services  offered  through  libraries  to  people  in  their  states. 

The  states  represented  by  the  members  of  this  subcommittee  have  strong  library 
and  information  networks  of  various  kinds.  I  know  that  you  know  how  important  the 
computer  networks  are  for  delivering  information.  Some  statewide  library  and 
information  networks,  for  example,  broadcast  the  states'  job  vacancies,  state  contracts 
that  are  open  for  bid,  pending  legislation,  and  similar  information  that  helps  job-seekers, 
business-people,  students  and  other  residents  in  every  corner  of  your  states. 

The  Commission  is  sponsoring  the  first  phase  of  this  research  to  identify  cost 
elements,  categories,  and  models  for  public  library  and  state  network  Internet 
involvement.  We  are  exploring  partnerships  to  expand  this  research  to  include  other 
communities,  such  as  those  served  by  college,  university,  community  college,  research, 
and  school  libraries.  We  hope  the  additional  phases  of  research  will  start  later  this  year 
and  extend  into  1996. 
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3.)  The  third  example  of  partnership  activity  involves  an  ongoing  Commission 
program  for  library  statistics.  This  program  has  been  carried  out  since  1988  with  the 
National  Center  for  Education  Statistics,  in  conjunction  with  state  library  agencies.  The 
program's  initial  objective  was  the  annual  collection  of  public  library  statistics.  Today 
each  state  has  a  data  coordinator  who  collects  information  from  all  the  state's  public 
libraries.  These  national  data  are  published  by  NCES  providing  comparative  information 
by  state  totals  representing  40  different  services  and  activities.  The  coordinators  are 
developing  additional  data  elements  and  definitions  to  measure  online  information 
services  using  compact  discs  (CD-ROMs),  the  Internet  and  other  online  electronic 
information  services. 

The  Commission  also  works  with  NCES  to  coordinate  the  collection  of 
descriptive  statistics  relating  to  other  types  of  libraries,  including  school  library  media 
centers,  academic  and  research  libraries,  federal  libraries,  and,  this  year  for  the  first  time, 
a  survey  of  the  state  library  agencies.  The  Library  Statistics  Program  is  a  cooperative 
venture  involving  all  levels  of  government.  Cities,  counties,  campuses,  states  and  the 
U.S.  government  all  share  responsibility  for  collecting  and  reporting  timely,  reliable  and 
uniformly  defined  data,  used  for  planning  and  analysis.  These  library  statistics  are  useful 
for  identifying  changes  over  time  and,  in  the  future,  will  also  tell  us  how  libraries  can  best 
exploit  the  potential  of  information  and  communications  network  services  to  meet  the 
information  needs  of  the  people  of  the  U.S. 
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At  last  year's  hearing  before  this  subcommittee  I  quoted  the  Commission's 
executive  director  about  what  assumptions  should  guide  the  Commission  in  considering 
issues  and  topics  of  concern.  Those  guidelines  are  still  very  pertinent  as  we  seek  to  fulfill 
our  federal  role  and  to  use  our  resources  for  maximum  productivity  and  return.  Mr. 
Young's  guidelines  include  the  following: 

1 .  The  Commission  should  concentrate  attention  on  those  few  emerging  issues  that  will 
generate  fundamental  change. 

2.  The  Commission  should  concentrate  on  problem  areas  that  are  consistent  with 
NCLIS'  statutory  functions.  Future  investment  of  NCLIS'  program  resources  should 
extend  those  existing  statistical,  analytical  and  research  efforts  that  are  required  to 
provide  a  basis  for  national  library  and  information  services  policies  in  the  coming 
decade. 

3.  The  Commission  should  identify  opportunities  for  niche  program  areas  that  require 
NCLIS'  leadership  and  that  are  not  adequately  addressed  by  agencies,  associations 
and  other  library  and  information  services  groups. 

4.  Major  events  or  trends  that  should  guide  the  Commission's  focus  include  global 
changes  in  information  services  and  technological  changes  in  the  creation, 
distribution  and  consumption  of  information. 
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What  these  guidelines  say  to  me  is  that  the  Commission  must  stay  focused  on  the 
most  important  issues  that  will  mean  the  biggest  changes  for  the  people  of  the  U.S.  in 
their  needs  for  libraries  and  information  services.  These  guidelines  say  to  me  that  the 
Commission  must  choose  its  work  carefully  for  maximum  impact  and  that  we  must 
leverage  our  resources  through  cooperative  activities  with  partners  in  the  public,  private 
and  independent  sectors.  Finally,  these  guidelines  say  to  me  that  the  Commission  plays  a 
unique  and  critical  role  in  support  of  national  policy  for  libraries  and  information 


Thank  you.  I  will  be  glad  to  answer  questions. 
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BUDGET  REQUEST  FOR  1996 

Mr.  Porter.  Ms.  Simon,  the  staff  has  prepared  some  very,  very 
tough  questions  for  you.  I  know  that  you  realize  the  budgetary  cir- 
cumstances in  which  we  find  ourselves,  particularly  so  on  this  sub- 
committee with  so  many  programs  that  are  extremely  important  to 
people  in  need.  And  I  would  ask  first  that  you  answer  for  us,  your 
budget  request  is  almost  7  percent  higher  than  in  1995.  What 
would  it  mean  to  you  if  we  were  to  level-fund  your  budget  in  light 
of  this  very  difficult  budgetary  circumstance? 

Ms.  Simon.  In  light  of  the  budget  crunch,  we  have  anticipated 
that  would  perhaps  happen.  But  it  would  mean  a  definite  falling- 
off  of  our  ability  to  address  resources  that  we  have  to  conduct  hear- 
ings, to  have  supplementary  help  from  consultants  that  have  guid- 
ed us  in  preparing  many  of  the  reports  that  we've  already  printed, 
and  to  build  upon  those  reports. 

In  other  words,  we  have  started  things  and  we  want  to  continue 
them.  And  we  have  made  plans  for  next  year  that  include  imple- 
menting that. 

Mr.  Porter.  How  much  of  the  7  percent  represents  salary  in- 
crease? 

Ms.  Simon.  There  are  built-in  salary  increases  for  the  staff  that 
we  have  that  are  organized  by  law.  There  are  no  increases  for  the 
Commission  members.  The  salary  for  Commission  members  has  re- 
mained the  same  for  three  years. 

Mr.  Porter.  But  the  7  percent,  does  that  represent  the  staff 

Ms.  Simon.  That  does  represent  staff  salary  increase. 

Mr.  Porter.  That's  all  salary  increase? 

Ms.  Simon.  That  is  all. 

Mr.  Porter.  Okay.  That's  what  I  needed  to  know. 

commission's  unique  perspective 

There  are  a  number  of  library  organizations  listed  in  your  annual 
report  for  1993-1994,  ranging  from  the  American  Library  Associa- 
tion, to  the  Council  on  Library  Resources,  to  the  Society  of  Amer- 
ican Archivists,  to  the  Urban  Library  Council.  What  is  it  that  you 
do  that  is  different  from  what  these  other  organizations  do  that 
justifies  Federal  support? 

Ms.  Simon.  We're  quite  different  from  these  other  organizations, 
Mr.  Chairman.  We  are  Presidential  appointees  with  geographical 
diversity,  with  professional  diversity.  Only  five  of  the  members  of 
our  Commission  may  be  librarians.  I'm  a  lawyer,  I  think  there's 
only  one  lawyer  on  the  Commission.  We  have  academic  people.  We 
have  people  who  are  devoted  to  staying  at  home  and  conducting 
other  activities.  I  don't  want  to  say  the  word  housewife,  but  that 
does  apply  to  one  person. 

We  all  have  an  interest  in  libraries  as  users.  We  have  a  special 
outlook  that  is  different  from  the  other  organizations  in  that  we  in- 
clude all  of  these  activities.  And  we  are  not  professionally  inter- 
ested in  the  outcome. 

The  other  organizations,  and  we  work  with  them,  as  you  have 
noted  in  our  annual  report,  we're  very  pleased  to  work  and  collabo- 
rate with  them.  But  I  think  our  independent  national  perspective 
is  what  makes  all  the  difference  in  the  world. 
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1995  AND  1996  BUDGETS 

Mr.  Porter.  Under  memoranda  of  agreement,  you've  received 
$475,000  from  the  Departments  of  Education  and  State.  This  is 
one-third  of  your  total  budget  authority.  Given  that  you  already  re- 
ceive such  a  large  portion  of  your  funds  on  a  reimbursable  basis, 
do  you  think  the  Commission  could  continue  to  exist  in  the  absence 
of  Federal  funding?  Is  it  possible  that  Education,  State  and  other 
agencies  would  contract  with  the  Commission  for  research  and 
analysis  of  library  and  information  policy  issues? 

Ms.  Simon.  I'm  sure  it  would  be  possible.  I  don't  know  whether 
the  results  would  be  of  any  use  to  anybody.  I  think  our  agency  is 
uniquely  set  up  to  do  what  these  agencies  have  recognized  needs 
to  be  accomplished  in  a  cost-effective  manner.  The  price  is  very  lit- 
tle, actually.  I  think  for  less  than  $1,000,000,  we  are  doing  very 
well  with  what  we  have  produced  over  the  25  years. 

As  an  agency  we  are  right  on  the  cusp  of  information  technology. 
It  is  very  important  to  have  this  national  perspective,  viewed  by 
people  from  all  over  the  United  States  without  a  particular  library, 
technological  or  business  interest.  In  other  words,  we  represent  the 
average  citizen  in  the  Willamette  Public  Library,  Carbondale  Pub- 
lic Library,  or  wherever. 

Mr.  Porter.  Your  fiscal  year  1996  budget  requests  and  increase 
of  53  percent  for  advisory  services.  How  do  you  plan  to  use  these 
additional  funds? 

LIBRARIES  AND  THE  INTERNET 

Ms.  Simon.  We  have  asked  Professor  Charles  McClure,  of  Syra- 
cuse University,  to  continue  the  excellent  study  that  he  began  with 
the  connectivity  of  public  libraries  and  the  Internet,  to  advance 
that  study  one  more  step  to  see  what  the  costs  are.  The  cost  factors 
are  very  important  for  small  libraries  who  are  thinking  about  con- 
necting to  the  Internet  and  have  no  idea  where  to  start. 

I  think  this  would  be  an  excellent  help  for  libraries  all  over  the 
United  States  that  don't  have  the  advantage,  perhaps,  of  the  more 
suburban  library  system  as  we  do  in  northern  Illinois.  There  are 
many  states  that  really  need  this  help.  And  we  will  be  giving  it, 
provided  we  have  the  consulting  services. 

1995  PROPOSED  RESCISSIONS 

Mr.  Porter.  The  Administration  recommended  rescinding  this 
year  fiscal  1995  funds  for  inter-library  cooperation,  library  literacy 
programs,  library  education  and  training,  and  research  and  dem- 
onstrations. Were  you  consulted  with  regard  to  these  proposed  re- 
scissions? 

Ms.  Simon.  I  would  have  to  say  honestly  we  were  not  consulted, 
but  I  simply  do  not  agree  with  these  rescissions. 

Mr.  Porter.  Shouldn't  you  have  been  consulted  on  these  mat- 
ters? 

Ms.  Simon.  We  have 

Mr.  Porter.  Doesn't  it  make  sense  that  the  OMB  people  would 
at  least  call  you? 

Ms.  Simon.  We  were  not  consulted  beforehand,  we  were  told 
after  the  fact  that  that  would  be  it. 
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LIBRARY  STATISTICS  PROGRAM 


Mr.  Porter.  Could  you  bring  me  up  to  date  on  your  library  sta- 
tistics program,  which  you  carry  out  in  conjunction  with  the  Na- 
tional Center  for  Education  Statistics?  I'm  specifically  interested  in 
how  you  disseminate  the  data  you  collect  and  how  the  data  are 
used. 

Ms.  Simon.  Mr.  Chairman,  might  I  ask  Mary  Alice  Hedge,  who 
has  been  with  the  Commission  for  28  years,  and  who  is  infinitely 
better  prepared  to  talk  about  the  statistical  program  than  I  am,  to 
give  you  the  answer  to  that  question? 

Ms.  Hedge.  Thank  you.  The  data  is  disseminated  through  the 
National  Center  for  Education  Statistics.  They  have  an  enormous 
mailing  list,  and  so  it's  distributed  throughout  the  United  States. 
It's  also  sent  to  the  state  library  agencies  and  local  public  libraries. 
It  is  used  by  local  policy  makers,  state  policy  makers  and  now  that 
we  have  good  baseline  data,  by  national  policy  makers.  And  I'd  like 
to  ask  Mr.  Young  to  add  to  that,  if  he  would  like. 

Mr.  YOUNG.  Yes,  thank  you.  Mr.  Chairman,  the  National  Center 
for  Education  Statistics  publishes  the  data  that  we  collect  with 
them,  in  publications  such  as  these.  This  one  is  for  public  libraries 
in  the  U.S.  1992.  That's  an  annual  data  gathering  effort.  And  this 
one  for  academic  libraries  in  1992,  which  is  a  biennial  production. 

In  addition,  the  National  Center  distributes  this  information,  or 
makes  it  available  in  machine-readable  form.  One  of  the  interest- 
ing things  about  this  program  is  that  it's  the  first  program  that  the 
National  Center  has  embarked  on  using  technology  in  the  form  of 
computer  disk  or  data  collection  in  all  50  states.  It's  a  model  for 
them,  and  we're  proud  to  be  part  of  this  effort. 

25TH  ANNIVERSARY 

Mr.  Porter.  The  Commission  will  celebrate  its  25th  anniversary 
beginning  July  20th. 

Ms.  Simon.  July  20th  of  this  year,  yes,  sir. 

Mr.  Porter.  Could  you  highlight  what  you  consider  to  be  some 
of  the  Commission's  major  achievements  over  this  25-year  period. 

Ms.  SlMON.  I  think  our  two  major  achievements  have  been  the 
White  House  conferences  that  have  been  directed  by  the  National 
Commission  on  Libraries  and  Information  Science.  The  first  one 
was  in  1979.  I  was  on  the  advisory  committee  for  that,  and  very 
proud  to  have  taken  a  small  part  in  that.  And  the  recent  one  was 
in  1991. 

Now,  this  resulted  in  about  97  separate  individual  resolutions, 
and  over  half  of  those  recommendations  from  the  1991  White 
House  conference  have  now  been  implemented  by  the  Congress.  We 
have  worked  to  implement  them,  and  other  agencies  have  also  been 
interested. 

I  think  that  the  grass-roots  interest  in  library  science  and  serv- 
ices that  has  grown  out  of  the  White  House  Conferences  has  contin- 
ued. We  continue  to  work  with  groups  all  over  the  United  States 
in  letting  them  know  what's  going  on,  and  they  let  us  know  that 
they  are  working  for  these  changes. 

We  have  also  published  reports,  held  hearings  all  over  the  Unit- 
ed States  on  use  of  children's  libraries.  We  have,  as  I  mentioned, 
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had  the  hearing  in  Nevada  last  October  for  rural  areas.  Our  meet- 
ing in  February  with  the  American  Library  Association  and  Library 
of  Congress'  National  Library  Service  for  Blind  and  Physically 
Handicapped  again  identified  areas  of  interest. 

And  this  has  been  a  growing  concern  to  us,  that  we  adequately 
serve  the  populations  that  are  mentioned  in  our  P.L.  91-345.  We 
do  not  have  the  resources  or  the  budget  to  do  everything  that  we'd 
like  to  do.  But  we  do  want  to  keep  on  the  cusp,  and  this  is  what 
we're  doing  right  now  with  the  technological  changes.  This  is  why 
it's  so  important  that  we  continue  to  do  what  we've  started. 

Ms.  Hedge.  Mr.  Chairman,  Ms.  Williams  has  prepared  recently, 
in  preparation  for  our  25th  anniversary,  a  list  of  the  major  accom- 
plishments of  the  Commission,  if  you'd  like  us  to  submit  that  for 
the  record. 

Mr.  PORTER.  Yes,  thank  you  for  that. 

[The  information  follows:] 

United  States  National  Commission  on  Libraries  and  Information  Science 
highlights  of  achievements 

1994     Study  of  public  libraries  and  the  Internet 

1993    Forums  on  library  and  information  services  to  children  and  young  adults 

1992  Completion  of  investigation  into  library  and  information  services  for  Native 
Americans 

1991     Second  White  House  Conference  on  Library  and  Information  Services 

1990     Development  and  adoption  of  Principles  of  Public  Information 

1989  Cosponsorship  of  symposium,  Information  Literacy  and  Education  for  the 
21st  Century 

1988     Kickoff  of  cosponsored  National  Library  Card  Campaign 

1987  Adoption  of  Glenerin  Declaration,  trilateral  (U.S.,  U.K.,  Canada)  statement 
on  role  of  information  in  the  economy 

1986  Agreement  with  ACTION  to  promote  library  and  information  services  to  el- 
derly 

1985  Coordination  of  joint  congressional  hearing  on  changing  information  needs  of 
rural  America 

1984  Publication  of  report  on  information  policy  implications  of  archiving  satellite 
data 

1983  Start  of  work  with  State  Department  to  further  international  programs  in  li- 
brary, information  and  archival  areas 

1982  Issuance  of  proceedings  of  hearings  and  report  on  library  and  information 
services  to  cultural  minorities 

1981     Report  on  public/private  sector  relations 

1980     Oversight  hearings  on  the  Library  Services  and  Construction  Act 

1979    First  White  House  Conference  on  Library  and  Information  Services 

1978     Cosponsorship  of  institutes  on  consulting  skills  for  state  library  personnel 

1977  Examination  of  three  issues:  role  of  school  libraries  in  a  national  networks, 
computer  network  protocols  and  standardization  efforts  for  library  services 

1976  Issuance  of  National  Inventory  of  Library  Needs  and  report  on  role  of  Library 
of  Congress  in  a  national  network 

1975  Work  and  Congress,  Register  of  Copyrights  and  others  to  resolve  copyright 
issues  and  revise  legislation 

1974     Study  of  continuing  library  education  needs  of  library  personnel 

1973     Hearings  to  develop  a  national  program  for  library  and  information  services 

1972     Study  of  applications  of  new  technology  to  library  and  information  services 

1971     First  meeting  of  Commission  on  September  20-21 

1970  Signing  by  President  Nixon  of  P.L.  91-345  to  establish  the  U.S.  National 
Commission  on  Libraries  and  Information  Science  as  a  permanent,  independ- 
ent agency  in  the  Executive  Branch 

Mr.  Porter.  During  recent  years,  the  Commission  has  devoted 
substantial  attention  to  the  role  of  libraries  in  the  national  infor- 
mation infrastructure.  You  reference  some  of  this  research  in  your 
statement.  Have  any  of  the  surveys  that  you  have  administered  re- 
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vealed  the  skill  level  of  library  personnel  in  using  Internet?  Is 
training  a  hidden  cost  of  connecting  to  Internet? 

Ms.  Simon.  I'm  glad  you  mentioned  the  training.  It  is  a  hidden 
cost,  and  one  that  we  have  not  fully  developed.  To  have  the 
Internet  is  wonderful,  to  have  the  connection  in  the  library.  But 
unless  there  is  personnel  there  trained  to  assist  the  users,  it's  no 
good  to  anyone.  And  library  schools,  as  you  know,  are  closing  down. 

This  means  a  lack  of  trained  personnel  coming  out  of  traditional 
library  schools.  This  is  a  problem  that  perhaps  we  should  address 
ourselves  to.  But  again,  it  may  not  be  number  one  in  our  priorities. 

But  in  order  to  have  user  familiarity  with  the  technology  of  the 
Internet,  we're  going  to  have  to  have  people  trained  in  the  libraries 
to  tell  them  how  to  use  it. 

Mr.  Porter.  Your  1993  and  1994  annual  report  includes  some 
rather  appalling  statistics  on  our  schools'  libraries.  For  example,  I 
was  appalled  to  read  that  in  21  percent  of  secondary  school  librar- 
ies, the  latest  world  atlas  available  is  dated  before  1990,  especially 
with  so  many  changes  happening.  Have  these  statistics  been  widely 
disseminated,  and  have  they  made  an  impact  on  the  amount  of 
money  that  school  libraries  receive? 

Ms.  Simon.  We  have  done  our  level  best  to  widely  disseminate 
that  information,  Mr.  Chairman.  The  results  of  that  was  last  year 
in  the  ESEA,  a  component  for  school  libraries  was  adopted.  And  it 
provides  for  funds  to  better  the  school  libraries,  which  are  in  sad 
condition.  I  do  a  little  volunteer  work  in  a  D.C.  public  school,  and 
the  school  library  there  is  not  adequate. 

However,  the  ESEA  component  for  school  libraries  was  not  fund- 
ed. So  while  we  did  our  level  best  to  get  the  legislation,  we  have 
failed  to  get  the  money  to  make  it  work.  So  that  is  one  of  our  ongo- 
ing concerns. 

Mr.  Porter.  You  mentioned  that  you  disagreed  with  the  Admin- 
istration's recommendation  to  rescind  funding  for  four  library  pro- 
grams, is  that  correct? 

Ms.  Simon.  That's  right.  We  respectfully  disagree  with  the  Ad- 
ministration there. 

Mr.  Porter.  We  very  seldom  hear  that  here.  Why  do  you  dis- 
agree? 

Ms.  Simon.  Our  position  as  an  independent  agency  gives  us  that 
leeway,  it  seems  to  me,  and  if  I'm  not  correct,  I  may  not  be  here 
after  tomorrow. 

But  in  any  event,  we  regard  this  as  a  serious  defect  in  the  way 
the  Administration  is  looking  at  this  universal  source  of  informa- 
tion for  everyone.  This  is  the  people's  university.  And  to  cut  down 
on  this  is  a  poor  way  of  saving  money,  it  seems  to  me. 

Mr.  Porter.  Couldn't  you  make  the  argument,  however,  that 
there  are  so  many  specific  programs  targeted  narrowly  to  different 
aspects  of  libraries,  library  science  and  all  that  is  connected  that 
there  might  be  a  better  way  to  fund  one  larger  line  item  and  allow 
the  funds  to  be  administered  from  one  central  place?  Do  we  need 
to  have  all  these  separate  programs? 

Ms.  Simon.  We  have  many,  many  separate  library  programs, 
HEA,  ESEA,  the  LSCA.  I  think  it  would  be  very  useful  to  have  a 
strong  look  taken  at  one  agency  overseeing  all  of  these  programs, 
you're  right.  The  library  programs  in  the  Department  of  Education 
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have  moved  around  frequently  in  the  past  years.  They  don't  seem 
to  have  the  guidance  that  they  need. 

I  would  like  to  propose  that  perhaps  a  stern  look  be  taken  at  an- 
other agency  to  direct  their  activities.  And  I  might  suggest  that  the 
National  Commission  on  Libraries  might  be  the  ideal  focus  for  that. 

Mr.  Porter.  I  was  going  to  say  that  it's  not  just  true  in  libraries, 
but  it's  true  in  many  areas  of  government.  We  create  an  initial 
large  generic  program.  And  then,  it's  human  nature,  I  think,  to  cre- 
ate smaller  programs  underneath  to  target  certain  needs. 

Those  smaller  programs  each  have  their  own  staff,  maybe  it's 
just  a  director  and  a  few  people,  but  they  still  have  their  own  staff. 
They  then  have  a  built-in  reason  for  wanting  to  continue  to  exist, 
obviously.  That's  also  human  nature.  And  a  constituency,  often, 
that  is  supportive  of  just  that  narrow  line  item. 

And  they  proliferate,  they  grow.  And  pretty  soon,  we  have  8  or 
10  or  12  or  15  or  now  we  have  163  job  training  programs,  for  exam- 
ple. And  sometime,  someone,  it  seems  to  me,  has  to  take  a  look  at 
these  things  and  decide  whether  we  shouldn't  get  back  to  one  larg- 
er line  item  that  allows  some  flexibility  and  can  be  used  to  deter- 
mine the  relative  merits  and  priorities  of  spending  in  different 
areas  of  need  in  libraries,  and  not  have  Congress  funding  literally 
thousand  of  line  items  for  very  small  programs  that  are  very  cost 
ineffective,  very  expensive  to  administer,  and  really  probably  not 
necessary  in  the  nature  of  things. 

Maybe  you  should  do  a  study,  the  Commission  should  do  a  study 
of  this  kind  of  thing  in  reference  to  libraries.  It  might  be  instruc- 
tive for  all  of  government  in  many  different  areas  as  to  how  we 
might  better  organize  ourselves  to  deliver  services  more  effectively 
and  efficiently. 

That's  my  sermonette  for  today.  Jeanne,  thank  you. 

Ms.  Simon.  Your  sermonette  is  great.  I  take  your  word  very  seri- 
ously. We  shall  be  doing  that,  Mr.  Chairman.  I'd  like  to  report  back 
next  year  on  what  we've  done. 

Mr.  Porter.  That  would  be  wonderful.  Well,  I  have  run  out  of 
questions.  I  thank  you  for  your  excellent  testimony  and  for  your 
very  forthright  answers  to  our  questions.  We  will  do  our  best  with 
the  budget,  and  we  very  much  thank  you  for  appearing  and  being 
here. 

Ms.  Simon.  We're  counting  on  you,  Mr.  Chairman. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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FEDERAL  FUNDING  OF  THE  COMMISSION 

Mr.  PORTER:  What  is  the  justification  for  providing  Federal  funding  for  the  National 
Commission  on  Libraries  and  Information  Science? 

Mrs.  SIMON:  Public  Law  91-345,  signed  July  20,  1970  to  establish  the  Commission, 
contained  the  following  Statement  of  Policy:  "The  Congress  hereby  affirms  that  library 
and  information  services  adequate  to  meet  the  needs  of  the  people  of  the  United  States  are 
essential  to  achieve  national  goals  and  to  utilize  most  effectively  the  Nation's  educational 
resources  and  that  the  Federal  Government  will  cooperate  with  State  and  local 
governments  and  public  and  private  agencies  in  assuring  optimum  provision  of  such 
services."  (Sec.  2) 

The  Congress  assigned  the  Commission  ".  .  .the  primary  responsibility  for 
developing  or  recommending  overall  plans  for,  and  advising  the  appropriate  governments 
and  agencies  on,  the  policy  set  forth  in  section  2."  (Sec.  4) 

The  Commission's  statutory  functions  may  be  summarized  into  three  key  areas: 
determining  the  needs  of  the  people  of  the  U.S.  for  library  and  information  services, 
translating  those  needs  into  policy  recommendations,  and  advising  the  Congress  and  the 
President  on  the  implementation  of  national  policy.  NCLIS  is  justified  in  receiving 
Federal  funds  because  it  provides  advice  which  is  essential  to  assure  the  achievement  of 
national  goals. 

Mr.  PORTER:  What  would  be  the  effect  on  libraries  and  on  library  users  if  Congress  is 
unable  to  continue  funding  the  Commission? 

Mrs.  SIMON:  If  there  were  no  Commission,  libraries  and  library  users  would  have  no 
independent  base  in  the  Federal  government  from  which  policy  options  for  libraries  and 
information  services  are  evaluated  and  which  responds  to  tb  needs  of  all  the  people  in 
areas  such  as  the  following: 

•  state/Federal/commercial    roles   and    responsibilities    .n   the    nation's    information 
infrastructure, 

•  government  information  services  available  to  the  public, 

•  affordable  and  equitable  opportunities  for  public  access  to  information  services, 

•  plans  to  create  a  global  network  of  electronic  libraries, 

•  protection  of  intellectual  property,  security  and  individual  privacy. 

If  the  Commission  were  not  to  receive  Congressional  approval  for  funding, 
people's  needs  for  library  and  information  services  would  continue,  but  appropriate  ways 
to  help  respond  to  those  needs  at  the  Federal  level  would  not  be  formulated.  Program 
decisions  would  continue  to  be  made,  but  the  impact  of  those  decisions  on  libraries  and 
library  users  would  not  be  assessed  or  communicated  to  national,  state  and  local  policy- 
makers. Guidance  about  the  consequences  of  policies  and  actions  would  be  unavailable 
and  inequities  would  result.  National  goals  would  be  unattainable  and  policies  would  be 
made  without  informed  consideration  of  options. 
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PROGRAM  AREAS  OF  THE  COMMISSION 

Mr.  PORTER:  As  you  indicated  in  your  statement,  the  Commission  makes  an  effort  to 
identify  program  areas  that  are  not  adequately  addressed  by  other  library  and  information 
services  groups.  What  are  some  of  these  niche  program  areas  and  how  do  you  go  about 
identifying  them? 

Mrs.  SIMON:  An  important  current  program  concern  involves  the  role  of  libraries  in  the 
nation's  information  infrastructure.  In  1994  the  Commission  sponsored  a  study  to 
determine  how  many  U.S.  public  libraries  are  connected  to  the  Internet.  This  year  we  are 
sponsoring  research  to  develop  cost  assessment  models  for  Internet  connections  and 
services  for  public  libraries  and  statewide  network  initiatives.  Both  these  studies 
produced/will  produce  critical  baseline  data  and  information  that  did  not  exist  before. 

Another  program  area  is  comprehensive  examination  of  the  status  of  library  and 
information  services  for  special  populations.  The  Commission  combines  public  hearings, 
site  visits,  collection  of  new  data,  evaluation  of  existing  data  and  other  means  to 
formulate  findings  and  recommendations.  The  process  and  results  provide 
comprehensive  assessments,  done  from  the  standpoint  of  the  needs  of  the  people.  One 
example  is  the  1989-1992  examination  of  the  needs  of  Native  American  communities  for 
library  and  information  services. 

One  means  of  identifying  niche  program  areas  for  the  Commission  is  the 
recommendations  of  the  1991  White  House  Conference  on  Libraries  and  Information 
Services.  The  Commission's  October  1991  synthesis  of  the  Conference's  priority 
recommendations  focused  attention  on  the  following  areas:  availability  and  access  to 
information,  education  services  for  diverse  needs,  and  information  networks  through 
technology.  The  Commission  has  focused  on  these  main  program  areas  in  the  past  four 
years.  In  focusing  on  the  library  and  information  needs  of  children  and  youth,  the 
Commission  performed  a  1993/1994  survey  of  school  library  media  centers  in  twelve 
states  in  conjunction  with  the  American  Library  Association's  Office  for  Research  and 
Statistics.  Findings  of  this  study  offered  policy  makers  critical  information  that  was 
unavailable  from  any  other  source,  including  the  School  and  Staffing  Survey 
administered  by  the  National  Center  for  Education  Statistics. 

Our  recent  initiatives  are  also  based  what  we  learn  from  the  public  in  hearings  and 
forums  around  the  country.  We  conducted  four  such  public  events  since  1993.  In 
addition,  our  initiatives  are  based  on  feedback  from  the  library  and  information 
profession  and  from  officials  at  the  federal,  state,  and  local  levels.  A  recent  and 
significant  example  is  the  Commission's  sponsorship  of  a  two-day  briefing  in  September 
1994,  the  first  day  to  hear  from  fifteen  State  librarians  about  their  experiences,  concerns 
and  needs  regarding  statewide  network  initiatives.  On  the  second  day,  representatives 
from  Congress  and  the  Administration  joined  the  Commissioners  and  state  librarians  to 
discuss  the  Federal  role  regarding  libraries  and  the  nation's  information  infrastructure. 
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FUNCTIONS  OF  THE  COMMISSION 

Mr.  PORTER:  In  your  statement,  you  summarize  your  essential  functions  as: 

•  determining  the  needs  of  the  people  of  the  U.S.  for  library  and  information  services, 

•  translating  those  needs  into  policy  recommendations,  and 

•  advising  the  Congress  and  the  President  on  the  implementation  of  national  policy. 
Are  the  efforts  of  the  Commission  equally  divided  between  these  three  functions  or  do 
you  focus  energies  and  resources  more  heavily  in  one  of  these  areas? 

Mrs.  SIMON:  The  Commission's  recent  efforts  have  concentrated  mainly  on  the  first 
two  areas:  determining  the  needs  of  the  people  and  translating  those  needs  into  policy 
recommendations.  The  primary  illustration  of  that  fact  is  the  Commission's  sponsorship 
of  two  White  House  Conferences  on  Library  and  Information  Services  —  the  first  in  1979 
and  the  second  in  1991.  Those  were  massive  national  efforts  to  determine  the  needs  of 
the  people,  to  translate  those  needs  into  recommendations  and  then  to  determine  what 
national  policy  is  required  to  respond  to  the  recommendations. 

COOPERATIVE  PROGRAM  WITH  DEPARTMENT  OF  STATE 

Mr.  PORTER:  Could  you  describe  the  activities  carried  out  by  the  Commission  under 
your  Memorandum  of  Agreement  with  the  Department  of  State? 

Mrs.  SIMON;'  In  1994  the  Commission  completed  its  ninth  year  of  cooperation  with  the 
Department  of  State  to  coordinate  and  monitor  proposals  from  library  and  information 
science  organizations  for  International  Contributions  for  Scientific,  Educational  and 
Cultural  Activities  (ICSECA)  funds  and  to  disburse  the  contributions.  The  allocation  for 
ICSECA,  included  in  the  State  Department's  International  Organizations  and  Programs 
account,  supports  international  library  and  archival  activities.  The  Commission's 
coordination  of  the  ICSECA  program  for  libraries  and  information  science  allows  the 
U.S.  library  and  information  science  professional  community  to  participate  in  and  to 
represent  the  U.S.  at  international  professional  events,  conferences,  and  programs.  A  few 
examples  of  the  work  made  possible  by  these  funds  include  the  following: 

•  African  seminar  on  government  information  and  official  publications,  sponsored  by 
International  Federation  of  Library  Associations  and  Institutions  (IFLA), 

•  International  conference  on  school  libraries  for  developing  countries,  sponsored  by 
IFLA, 

•  Activities  of  U.S.  National  Committee  for  International  Federation  for  Information 
and  Documentation  (FID), 

•  Operation    of    subcommittee    on    computer    applications    in    information    and 
documentation,  National  Information  Standards  Organization  (NISO) 

•  International  conferences  on  new  information  technology  for  library  and  information 
professionals, 

•  Translation,  publication  and  distribution  of  library  and  information  science  books  in 
three  Eastern  European  languages. 
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COLLABORATIVE  PARTNERSHIPS 


Mr.  STOKES:  According  to  the  justification,  the  Commission  is  planning  collaborative 
partnerships  with  governmental  agencies  at  all  levels  and  with  non-profits,  independent 
and  private  organizations  to  assure  that  the  needs  of  the  people  are  identified  and 
addressed.  What  are  some  of  the  major  agencies  and  organizations  with  which  the 
Commission  plans  to  reach  out  to  for  a  collaborative  effort? 

Mrs.  SIMON:  The  Commission  has  some  ongoing  collaborative  partnerships  that 
produce  important  results.  Among  those  is  a  seven-year-old  project  with  the  National 
Center  for  Education  Statistics  (NCES)  to  develop  a  comprehensive  and  consistent 
national  Library  Statistics  Program.  State  library  agencies  are  partners  in  collecting, 
assessing,  and  reporting  much  of  the  library  data.  Local  libraries  as  key  partners,  report 
institutional  data.  Another  ongoing  collaboration  is  in  partnership  with  the  Department  of 
State  to  coordinate  proposals  and  disburse  funds  to  promote  U.S.  representation  and 
participation  in  international  library  and  archives  activities.  Primary  recipients  of 
financial  support  under  this  project  are  non-profit  U.S.  library,  information  science,  and 
archival  organizations. 

Among  the  initiatives  the  Commission  has  underway  now  and/or  planned  for  FY 
1996  are  the  following  (with  some  of  the  partners  listed  under  each  initiative): 
Examination  of  libraries'  roles  in  the  nation's  information  infrastructure  and  research  on 
cost  models  for  libraries'  Nil/Internet  connections  and  services: 

American  Library  Association 

Association  of  Research  Libraries 

Coalition  on  Networked  Information 

Commerce  Committee,  U.S.  House 

Commerce,  Science  and  Transportation  Committee,  U.S.  Senate 

Office  of  Science  and  Technology  Policy,  White  House 

Department  of  Commerce,  National  Telecommunications  and  Information 

Administration 

•  Consideration  of  Library  Services  and  Construction  Act  Reauthorization  (and  other 
Federal  programs  for  libraries  and  information  services): 

Citizens  and  librarians  in  Commission-sponsored  public  forums  in  1993  and  1994 

American  Library  Association 

Chief  Officers  of  State  Library  Agencies 

Economic  and  Educational  Opportunities  Committee,  U.S.  House 

Labor  and  Human  Resources  Committee,  U.S.  Senate 

Department  of  Education 

White  House  Conference  on  Library  and  Information  Science  Taskforce 

•  Examination  of  libraries,  literacy  and  educational  reform 

Economic  and  Educational  Opportunities  Committee,  U.S.  House 
Labor  and  Human  Resources  Committee,  U.S.  Senate 
National  Institute  for  Literacy 
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National  Institute  on  Postsecondary  Education,  Libraries  and  Lifelong  Learning 
•     Recommendations  on  national  information  policies 
Information  Industry  Association 
Government  Printing  Office 
Library  of  Congress 
Office  of  Information  and  Regulatory  Affairs,  OMB. 

Mr.  STOKES:  To  what  extent  is  such  a  collaborative  linkage  expected  to  be  forged  with 
the  National  Library  of  Medicine? 

Mrs.  SIMON:  At  this  time  no  new  efforts  are  planned  solely  with  the  National  Library  of 
Medicine  (NLM).  The  Commission  does  keep  posted  on  services,  new  initiatives  and 
plans  of  the  National  Library  of  Medicine.  In  addition,  we  work  together  in  groups  that 
also  include  the  National  Library  of  Agriculture  (NAL),  the  National  Library  of 
Education,  the  Library  of  Congress  and  other  major  federal  and  national  library  interests. 
For  example,  the  Commission's  executive  director  serves  on  the  executive  board  of  the 
Federal  Library  and  Information  Center  Committee.  The  Commission,  along  with  NLM 
and  NAL,  also  belongs  to  the  Network  Advisory  Committee  of  the  Library  of  Congress. 
We  all  participate  as  well  in  activities  of  the  Coalition  for  Networked  Information. 

Mr.  STOKES:  What  other  significant  efforts  to  leverage  resources  are  underway? 

Mrs.  SIMON:  Some  of  the  partnerships  above  translate  into  reimbursable  funds  for  the 
Commission  to  administer  and  thereby  to  extend  its  activities,  involvement,  and  interests. 
The  National  Center  for  Education  Statistics  is  providing  $300,000  in  reimbursable 
funding  for  FY  1995  for  NCLIS  to  operate  the  Library  Statistics  Program.  The 
Department  of  State  is  providing  $175,000  in  FY  1995  for  the  Commission  to  administer 
to  promote  international  library  and  archival  activities.  Both  these  accounts  are  for  the 
targeted  purposes  only  and  not  for  general  Commission  operation  or  support  of  other 
programs  of  the  Commission. 

We  are  examining  possible  sources  of  grant  funding  to  support  additional  phases 
of  the  cost  model  assessment  study  of  libraries  and  the  Internet  to  extend  to  research, 
school,  academic  libraries,  and  library  networks.  What  the  Commission  can  budget  this 
year  for  this  cost  assessment  study  will  cover  initial  research  just  for  public  libraries  and 
statewide  network  initiatives.  We  need  to  extend  our  study  to  additional  types  of  libraries 
to  develop  more  comprehensive  cost  assessment  models  that  will  help  provide  policies 
and  plans  for  libraries  connecting  to  high-speed  communications  and  information 
networks. 

The  Commission  also  expects  to  work  cooperatively  with  the  new  National 
Institute  for  Postsecondary  Education,  Libraries,  and  Lifelong  Learning.  The  current 
scope  of  the  Institute's  focus  on  libraries  is  confined  to  the  relationship  between  libraries 
and  adult  education,  including  adult  basic  education  or  literacy  training.  Staff  members 
are  exchanging  ideas  and  possible  avenues  of  cooperation  will  be  officially  explored  later 
this  year.  The  Congressional  intent  when  the  Institute  was  established  was  that  it  would 
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conduct  research  on  libraries  and  library  issues  across  an  entire  spectrum  of  concern,  not 
that  it  confine  research  to  only  the  role  of  libraries  in  adult  education  and  literacy. 

INTERNET 

Mr.  STOKES:  The  justification  indicates  that  approximately  21  percent  of  the  nation's 
public  libraries  are  connected  to  the  Internet  system.  Among  that  21  percent,  does  it 
appear  to  be  regional? 

Mrs.  SIMON:  Some  regional  differences  did  appear  when  the  NCLIS-sponsored  survey 
was  done  in  the  spring  of  1994  and  the  results  published  in  the  report,  Public  Libraries 
and  the  Internet:  Study  Results.  Policy  Issues,  and  Recommendations.  Public  libraries  in 
the  West  reported  the  highest  percentage  (28.2%)  of  Internet  connections.  The  next 
highest  regional  percentage  (25.9%)  was  the  Northeast.  The  South  had  18.6%;  the 
Midwest,  15.4%. 

The  size  of  the  public  library  itself  made  more  difference  in  provision  of  Internet 
services  than  did  geographic  region.  Of  urban  libraries  with  populations  in  their  legal 
service  areas  of  250,000  or  greater,  78.9%  were  connected  to  the  Internet.  Of  rural 
libraries  with  populations  of  25,000  or  less  in  their  legal  service  areas,  only  16.8%  had 
Internet  connections. 

The  survey  showed  that  other  variables  were  significant  in  public  library 
connectivity  to  the  Internet.  We  are  also  aware  that  things  have  changed  very  rapidly  in 
the  past  year  and  know  that  this  survey  should  be  done  again  soon.  It  should  also  include 
other  types  of  libraries  in  addition  to  public. 

STATE  OF  NATION'S  LIBRARIES 

Mr.  STOKES:  In  general,  what  is  the  state  of  the  nation's  libraries? 

Mrs.  SIMON:  This  question  demonstrates  the  essential  need  for  the  National 
Commission  as  an  independent  Federal  agency.  NCLIS  works  closely  with  NCES  to 
collect  statistics  describing  our  libraries.  Most  of  the  Commission's  programs  center  on 
responding  to  the  overall  question  about  the  state  of  our  libraries  and  on  the  ability  of  our 
libraries  to  meet  the  information  needs  of  the  people. 

Overall,  the  current  condition  of  America's  libraries  can  best  be  described  as  a 
mixture  of  hopefulness  and  apprehension.  On  the  whole,  libraries  are  concerned  about 
maintaining  the  growth  and  progress  experienced  over  the  last  quarter-century  and  they 
are  concerned  about  the  consequences  of  technological  and  economic  changes  brought 
about  by  the  Information  Age.  These  changes  are  in  the  process  of  transforming  our 
understanding  of  and  expectations  for  communications  and  information. 

The  number,  variety,  and  scope  of  the  nation's  libraries  make  it  a  challenge  to  try 
to  describe  them  as  a  whole.  The  numbers  of  the  various  types  of  U.S.  libraries  are  as 
follows: 

4,9 1 4  College  and  university 

1 5,870  Public  (includes  branches) 
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102,538  School  (K- 12) 

11,148  Special  (includes  corporate,  governmental,  Armed  Forces, 

academic  departmental  libraries  like  medical  and  law  school) 

134,470  Total 

The  scope,  current  status,  and  condition  of  these  134,470  libraries  varies  as 
greatly  as  their  enormous  diversity.  Public  libraries,  for  example,  report  success  stories 
for  every  instance  of  curtailment  of  hours  of  service,  staff  or  budget.  On  average,  public 
libraries  report  that  they  must  fight  harder  for  funds,  but  that  they  have  also  made  modest 
budgetary  gains  since  the  current  cycle  of  budgetary  belt-tightening  began  in  1990. 
Public  librarians  are  recognizing  that  what  in  the  past  may  have  been  interpreted  as 
temporary  economic  swings  are  giving  way  to  new  economic  realities  and  a  new 
structural  basis  for  funding  all  types  of  public  and  community  services,  including  public 
libraries. 

Public  libraries  share  with  other  agencies  in  community  and  educational  services 
many  of  the  same  concerns  and  challenges.  Public  libraries  increasingly  look  to  these 
other  agencies  as  partners,  to  try  to  address  jointly  their  communities'  needs. 

In  a  1993  national  sample  survey  of  the  general  public,  people  were  asked  to 
evaluate  the  importance  to  their  communities  of  the  major  roles  of  the  public  library. 
Those  roles  rated  "very  important"  by  at  least  50%  of  the  sample  were  (in  priority  order): 

•  Educational  support  center  for  students  of  all  ages 

•  Learning  center  for  adult  independent  learners, 

•  Discovery  and  learning  center  for  preschool  children, 

•  Research  center  for  scholars  and  researchers, 

•  Center  for  community  information, 

•  Information  center  for  community  business, 

•  Comfortable,  quiet  place  to  read,  think  or  work, 

•  Recreational  reading  center  of  popular  materials. 

The  survey  results  emphasize  the  importance  of  public  libraries  in  support  of 
education.  As  the  varieties,  methods,  purposes  and  length  of  formal  and  informal 
education  continue  to  shift,  public  libraries  will  be  increasingly  challenged  to  meet  the 
learners'  needs  for  support,  which  can  range  from  access  to  electronic  information 
sources  via  the  Internet,  to  basic  literacy  training. 

Mr.  STOKES:  How  does  the  state  of  those  in  the  inner  cities  compare  with  those  in  rural 
communities? 

Mrs.  SIMON:  Public  libraries  in  inner  cities  and  those  in  rural  areas  are  both  challenged 
to  meet  the  information  needs  of  their  communities.  Often  their  challenges  have  more 
parallels  than  one  would  expect.  For  example,  when  the  Commission  held  a  public 
hearing  in  October  1 994  to  learn  about  services  in  the  Mountain  Plains  states,  testimony 
pointed  out  that  both  rural  and  urban  communities  have  problems  of  isolation.  Such 
isolation  can  result  from  cultural,  economic,  or  geographic  factors.  Even  inner-city 
residents  experience  geographic  isolation  when  communities  are  landlocked  by  freeways 
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and  highway  interchanges  or  when  public  transportation  is  inadequate,  inconvenient,  or 
non-existent. 

The  methods  of  delivering  library  and  information  services  to  rural  and  inner-city 
areas  can  differ.  Residents  of  rural  areas,  especially  the  larger  Western  regions  of  the 
country,  may  receive  library  service  primarily  through  bookmobiles  or  books-by-mail. 
Library  and  information  services  to  inner-city  residents  are  more  likely  to  be  available 
from  stationery  branches,  backed  by  a  library  system  of  professionals  and  specialists  and 
by  the  collections  and  varied  services  of  a  large  central  library.  According  to  Public 
Libraries  in  the  United  States:  1992.  the  majority  of  libraries  located  in  rural  areas  and 
serving  up  to  2,500  people  have  a  staff  of  one  full-time  person,  a  collection  of  fewer  than 
10,000  books  and  serial  volumes,  and  operate  within  a  total  budget  of  $21,000. 

The  same  NCES  statistics  show  that  in  the  last  two  years,  rural  libraries  have 
made  greater  budgetary  gains  than  the  largest  of  the  urban  libraries.  However,  the  rural 
libraries  are  usually  starting  from  a  much  smaller  base,  so  a  higher  percentage  increase 
can  still  mean  relatively  few  dollars.  One  key  point  is  that  both  types  of  public  libraries 
did  gain  in  total  budgets.  Another  important  point  that  rural  and  inner-city  libraries  share 
with  all  public  libraries  is  that  short-term  gains  or  losses  can  mask  the  fact  that  they  are 
traditionally  under-funded  and  therefore  not  fully  equipped  to  meet  the  increasingly 
varied  and  complex  needs  of  their  communities.  The  fact  is  that  geography  continues  to 
be  a  major  factor  in  determining  the  type  of  library  services  available  to  citizens. 

Mr.  STOKES:  To  what  extent  can  you  give  us  an  assessment  of  the  nation's  libraries  in 
our  schools  and  colleges  and  universities? 

Mrs.  SIMON:  In  1993  the  Commission  and  the  American  Library  Association  (ALA) 
performed  a  sample  survey  of  school  library  media  centers  in  twelve  states  so  that  up-to- 
date  data  could  be  supplied  Congress  and  the  Administration  in  considering  legislation 
pertaining  to  Goals  2000  and  to  the  Elementary  and  Secondary  Education  Act.  (The  U.S. 
Department  of  Education  has  collected  statistics  on  school  libraries  since  1944. 
However,  the  most  recent  comprehensive  national  survey  was  conducted  in  1985-86,  and 
data  from  the  1 993/94  School  and  Staffing  Survey  is  not  scheduled  to  be  available  until 
1995,  but  it  has  not  been  made  available  yet.) 

As  a  result  of  the  NCLIS/ALA  survey,  in  April  1994  the  Commission  published 
Public  School  Library  Media  Centers  in  12  States:  Report  of  the  NCLIS/ALA  Survey. 
Major  findings  of  this  study  were  as  follows: 

•  Many  school  libraries  are  poorly  equipped  to  support  instruction 

•  1/2  of  elementary  school  libraries  buy  less  than  one  book/student/year, 

•  1/2  of  secondary  school  libraries  buy  less  than  .33  book/student/year, 

•  Almost  no  school  libraries  have  access  to  the  Internet, 

•  There  is  wide  variance  in  average  annual  funding  for  school  libraries— 

—elementary  school  libraries  receive  $15  to  $58,874  per  year, 
-secondary  school  libraries  receive  $155  to  $100,810  per  year, 

•  In  31%  of  elementary  school  libraries  the  latest  world  atlas  has  a  copyright  date 
before  1990, 
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•  In  21%  of  secondary  school  libraries  the  latest  world  atlas  has  a  copyright  date  before 
1990, 

•  Much  work  is  needed  to  provide  opportunities  for  school  library  media  specialists  to 
work  more  closely  with  classroom  teachers. 

The  results  of  this  sample  survey,  along  with  other  information,  reveal  that  public 
school  libraries  are  not  equipped  -  by  virtue  of  human,  financial  and  technological 
resources  -  to  support  instruction  nearly  to  the  extent  they  should  and  could,  especially  in 
this  era  of  school  reform  and  comprehensive  improvement. 

College  and  university  libraries  range  from  the  small,  very  focused,  mainly  non- 
print  learning  centers  at  some  technical  colleges,  to  the  vast  research-strength  collections 
of  books,  journals,  manuscripts  and  other  special  collections  at  the  major  research 
universities.  Regardless  of  their  settings,  academic  libraries  are  similar  to  their  public 
and  school  counterparts  in  that  they  continue  to  be  challenged  to  anticipate  and  to  meet 
the  needs  of  their  users. 

College  and  university  libraries  are  especially  challenged  to  anticipate  and  meet 
the  needs  of  students,  faculty  and  researchers  for  access  to  rapidly  growing  electronic 
information  resources  and  to  support  new  and  expanded  scholarly  communication 
services.  For  example,  traditional  bibliographic  instruction,  acquisitions  programs, 
traditional  reference  and  information  services  and  library  buildings  need  to  be  re- 
conceptualized  and  redesigned  to  respond  to  the  increasing  needs  of  users,  many  of  whom 
want  to  use  the  library's  resources  (including  gateways  to  the  Internet  and  access  to 
commercial  online  databases)  from  computers  in  dorms,  offices  or  elsewhere. 

College  and  university  libraries  continue  the  application  of  digital  information 
systems  technologies  to  internal  record-keeping  functions  in  support  of  acquisition, 
cataloging  and  circulation  activities.  Online  public  access  catalogs  and  online  access  to 
reference  databases  on  CD-ROM  are  becoming  increasingly  common  in  college  and 
university  libraries.  Also,  these  online  information  systems  increasingly  provide  network 
gateways  to  access  other  sources  of  information  providing  users  a  transparent  connection 
to  diverse  online  information  databases  beyond  the  resources  of  a  particular  library's 
collection.  "Access,  not  ownership"  is  a  popular  theme  for  today's  academic  libraries. 
Applying  that  slogan  to  day-to-day  operations  and  services  can  be  very  complex  and 
difficult,  but  it  is  also  useful  in  areas  like  building,  maintaining  or  expanding  collections 
of  scholarly  and  research  journals,  periodicals  and  other  serialized  materials. 

Serials  subscription  price  increases  constitute  a  major  strain  on  campus  library 
budgets.  According  to  Library  Journal.  70%  of  the  academic  disciplines  saw  price 
increases  in  excess  of  40%  between  1991  and  1995,  with  science  and  technology  journal 
subscription  prices,  often  published  by  non-domestic  U.S.  sources,  showing  the  greatest 
price  increases.  For  example,  prices  of  journals  in  chemistry  and  physics  increased  over 
50%,  with  an  average  current  subscription  costing  over  $1,000.  Successive  years  of 
cancelling  serial  titles  to  stay  within  budgets  may  have  seriously  compromised  the 
usefulness  of  many  important  and  unique  library  collections  of  scholarly  serials. 

Electronic  journals  may  offer  an  alternative  to  escalating  journal  prices,  but  their 
scholarly  content,  prices,  and  availability  are  not  comparable  at  present  to  printed  journal 
subscriptions.  Networked  collections  of  print  serials,  with  rapid,  reliable  and  inexpensive 
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document  delivery,  also  provide,  not  just  budgetary  relief,  but  one  realistic  avenue  to 
continue  important  information  services  to  students  and  faculty.  Sharing  resources 
among  libraries  thus  is  one  way  in  which  "access,  not  ownership,"  becomes  operational. 

College  and  university  libraries  face  increasing  competition  for  support  and 
resources  ~  from  other  campus  departments,  from  the  campus  information  systems 
center,  from  commercial  research  information  providers.  There  is  a  general  uncertainty, 
also,  about  the  future  viability  of  the  "fair  use"  provision  of  the  U.S.  copyright  law  which 
allows  libraries  the  limited  right  to  reproduce  and  distribute  copies  of  works  for 
educational  purposes. 

One  of  the  hallmarks  of  change  among  libraries  in  the  past  twenty-five  years  has 
been  cooperation,  networking  and  resource-sharing.  All  types  of  libraries  ~  public, 
school,  college  and  university  and  special  —  have  embraced  strategies  for  linking  and 
cooperation.  In  the  future,  such  cooperation,  networking  and  resource-sharing  activities 
will  continue  to  be  key  means  by  which  all  types  of  libraries  can  help  meet  rising  costs  of 
operations  and  materials,  employ  new  technologies,  and  open  new  worlds  of  information 
and  knowledge  resources  to  their  users. 

Interlibrary  cooperation  must  also  be  rethought  and  expanded  so  that  libraries  are 
able  to  form  more  alliances  with  other  public  and  private  organizations  to  ensure  that 
information  services  continue  to  be  as  widely  and  easily  available  as  possible. 

Mr.  STOKES:  What  is  the  state  of  those  at  the  nation's  historically  black  colleges  and 
universities? 

Mrs.  SIMON:  Libraries  serving  the  nation's  historically  black  colleges  and  universities 
face  the  same  problems  and  opportunities  that  other  academic  libraries  face  and  that  are 
described  above.  Also,  like  other  academic  libraries,  those  in  historically  black  colleges 
and  universities  in  large  part  are  mirrors  of  the  state  of  their  parent  institutions.  Some 
have  superb  resources;  others  struggle  to  survive  with  inadequate  collections  and 
resources. 

Libraries  in  the  small,  private,  historically  black  colleges  have  experienced  the 
most  severe  problems  in  recent  years.  As  total  fiscal  resources  available  to  the  campus 
decline  from  smaller  enrollment  and/or  other  reasons,  the  library's  ability  to  provide  a 
solid  set  of  services  to  support  the  curriculum  also  declines.  These  libraries  in  the  smaller 
institutions  also  probably  had  less  to  begin  with,  so  any  current  decline  in  the  ability  to 
support  library  and  information  services  worsens  their  deficit  position. 

The  challenges  are  not  limited  to  libraries  in  private  institutions.  The  historically 
black  campuses  in  state-supported  systems  of  colleges  and  universities  generally  have  not 
been  as  well  supported  as  their  historically  white  counterparts.  This  presents  past 
inadequacies  to  overcome  as  well  as  current  challenges  to  address.  Some  of  the  current 
challenges  are  felt  more  strongly  by  historically  black  colleges  and  universities,  such  as 
competition  with  all  other  types  of  institutions  to  recruit  or  retain  black  students  and 
faculty.  This  type  of  competition  is  felt  by  the  institutions'  libraries  too,  in  competitive 
markets  for  black  librarians,  especially  library  managers. 

Court  suits  have  served  both  to  diminish  and  strengthen  the  operations  of 
historically  black  colleges  and  universities,  including  their  libraries.    The  outcome  of 
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some  suits  threatens  the  continued  strength  and  in  some  cases  even  the  existence  of 
historically  black  colleges  and  universities.  Other  outcomes  have  seen  the  historically 
black  institutions  greatly  strengthened,  with  libraries  getting  new  buildings,  major 
funding  for  strengthening  collections  and  services,  and  additional  support  for  staff  and 
other  resources. 

As  with  other  categories  of  libraries,  those  in  historically  black  colleges  and 
universities  are  diverse  and  resist  generalization. 

RESEARCH 

Mr.  STOKES:  I  understand  that  the  Commission  is  in  the  first  phase  of  its  research  to 
identify  cost  elements,  categories  and  models  for  public  library  and  state  network  Internet 
involvement.  How  extensive  is  this  research  initiative  and  what  is  the  future  direction 
after  the  first  phase? 

Mrs.  SIMON:  This  first-phase  research,  focusing  on  public  libraries  and  statewide 
initiatives  only,  will  produce  a  preliminary  list  of  cost  elements  and  categories  which  will 
be  used  to  develop  Internet/Nil  cost  assessment  models  based  on  types  of  connection  and 
levels  of  service  provided  to  users.  Our  study  has  identified  various  cost  elements 
associated  with  hardware,  software,  telecommunications,  training/education,  facilities, 
content  resources,  program  planning/management,  and  no-cost  items.  The  information 
we  have  gained  about  the  cost  of  Internet  connections  and  the  impact  of  networking  on 
the  users  and  on  library  staff  is  extremely  important  in  planning  future  library  networking 
activities,  development  and  evaluation. 

The  Commission  is  exploring  cooperative  avenues  with  the  American  Library 
Association,  the  Association  of  Research  Libraries  and  other  entities  to  extend  the 
research  to  other  types  of  libraries  and  to  more  detailed  levels  for  all  types  of  libraries. 

Mr.  STOKES:  What  is  the  FY  1996  cost  of  this  research  initiative? 

Mrs.  SIMON:  The  Commission  expects  to  invest  between  $10,000  and  $50,000  of  FY 
1995  appropriated  funds  on  investigating  the  costs  of  public  and  state  network 
involvement  with  the  Internet.  The  Commission  is  investigating  possible  reimbursable 
funds  or  grant(s)  from  other  federal  agencies,  other  grant  sources,  and/or  cooperative 
funding  from  a  combination  of  public,  not-for-profit  and  private  groups  to  extend  this 
research.  We  are  in  contact  with  other  groups  and  are  applying  for  grant  funds  to  ensure 
that  this  research  goes  forward. 

Mr.  STOKES:  How  would  the  results  be  used? 

Mrs.  SIMON:  The  Commission  will  supply  the  results  from  our  Libraries  and  the 
Internet/Nil:  Developing  Cost  Assessment  Models  study  to  public  policy  officials, 
funding  bodies,  library  managers,  information  industry  concerns,  network  planners,  and 
others  who  can  use  the  results  of  this  research  to  plan  for  and  support  library-Internet/NII 
connections  to  provide  networked  information  services  to  users.    To  date,  information 
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available  about  public  library  and  statewide  network  costs  are  anecdotal  or  unavailable. 
There  are  no  current  efforts  to  systematically  gather  and  analyze  cost  data  related  to 
library  networking,  either  by  types  of  costs  or  actual  costs  incurred.  Our  work  in  this  area 
has  highlighted  the  importance  of  tracking  these  critical  costs  to  serve  as  the  basis  for 
future  budgeting  and  planning. 

As  identified  in  the  NCLIS-sponsored  1994  Public  Libraries  and  the  Internet: 
Study  Results,  Policy  Issues,  and  Recommendations,  costs  present  a  highly  important 
factor  in  determining  public  library  involvement  with  the  Internet.  Because  similar  costs 
are  critical  to  those  responsible  for  academic  and  school  libraries,  it  is  important  that  the 
Commission  proceed  with  cooperative  plans  and  funding  to  expand  this  research  to 
collect  and  analyze  cost  data  from  all  types  of  libraries.  As  is  so  often  the  case,  network 
connectivity  issues  involve  many  different  elements  of  a  single  community. 

This  economic  data  concerning  library  networking  costs  will  be  useful  at  the 
national  level  to  Congress  and  the  executive  agencies,  and  groups  like  the  National 
Telecommunications  and  Information  Administration,  the  National  Information 
Infrastructure  Advisory  Council  and  the  Information  Infrastructure  Task  Force.  They  and 
others  are  all  concerned  about  Internet/Nil  connectivity,  roles  of  and  support  for  libraries 
in  an  electronic  networked  environment,  and  the  public  role  in  assuring  affordable  and 
equitable  access  to  advanced  telecommunications  and  information  infrastructure  services. 
However,  cost  information  is  a  critical  component  required  for  planning,  establishing  and 
enhancing  an  information  superhighway  that  reaches  all  individuals  in  the  nation. 

INFORMATION  SUPERHIGHWAY 

Mr.  STOKES:  What  initiatives  are  underway  with  respect  to  the  information 
superhighway  and  what  are  the  Commission's  objectives  with  regard  to  this  initiative? 

Mrs.  SIMON:  A  host  of  initiatives  is  underway  at  the  Federal,  state,  local  and 
institutional  levels  regarding  the  information  superhighway.  The  Federal  government 
itself  is  making  considerable  progress  to  deliver  its  products  and  services  through 
interactive  electronic  networks.  A  few  examples  are  the  Library  of  Congress'  digitization 
projects,  Congress'  online  services  for  public  access  to  legislative  information  (including 
"THOMAS"),  the  Government  Printing  Office's  electronic  access  projects,  NTIS' 
FedWorld,  and  many  agencies'  own  listservs,  World  Wide  Web  and  similar  Internet- 
based  services.  In  addition,  the  National  Science  Foundation,  the  National 
Telecommunications  and  Information  Administration,  the  Department  of  Education  and 
others  have  a  variety  of  grant  programs  to  encourage  local,  state,  and  institutional 
development  of  electronic  services  and  tie-ins  to  nationwide  services. 

The  National  Information  Infrastructure  Advisory  Council  and  the  Information 
Infrastructure  Task  Force  (IITF)  are  exploring  and  advising  the  Administration  on  the 
implications  of  the  information  superhighway  for  policy  and  programs. 

One  objective  of  the  National  Commission  on  Libraries  and  Information  Science 
is  to  assure  that  policy-makers  at  all  levels  consider  libraries'  roles  as  primary 
information  suppliers  and  gateways  on  the  information  highway.  To  support  this 
objective,  the  Commission  sponsored  a  1994  study  of  public  libraries'  connectivity  to  the 
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Internet.  This  year  we  are  beginning  to  develop  cost  models  for  public  libraries  and 
statewide  networks  to  supply  Internet-based  services.  Next  year  we  plan  to  expand  that 
study  to  include  academic  and  school  libraries. 

Another  Commission  objective  relates  to  the  availability  of  information  on  the 
information  superhighway  and  the  cost  of  that  information.  The  Commission  is  re- 
examining its  1 990  Principles  of  Public  Information  for  their  applicability  in  the  rapidly 
changing  information  environment.  Another  of  our  objectives  concerns  the  balance  of 
interests  between  the  rights  of  intellectual  property  owners  and  those  who  use  library 
materials,  regardless  of  format.  We  are  looking  at  the  adequacy  of  existing  copyright  law 
provisions  and  the  need  for  guidelines  in  the  current  environment,  and  we  are  closely 
following  the  work  other  groups  such  as  the  IITF  Information  Policy  Working  Groups 
have  recently  put  forward  for  comment. 

Mr.  STOKES:  With  respect  to  the  information  superhighway  and  our  nation's  public 
libraries,  what  opportunities  are  on  the  horizon  and  what  are  the  benefits  to  be  achieved 
by  capitalizing  on  these  opportunities  at  that  level? 

Mrs.  SIMON:  There  are  opportunities  for  new  or  expanded  roles,  alliances,  community 
involvement  and  service.  These  opportunities  both  expand  existing  public  library 
services  and  introduce  the  possibility  for  introducing  new  services  for  users.  The  major 
opportunity  for  all  libraries,  including  public  libraries,  is  to  move  beyond  circulating 
books  and  re-establish  the  role  of  the  public  library  in  the  next  century  as  community 
centers  for  information  and  knowledge.  To  do  so,  pubic  libraries  will  have  to  form  new 
or  reshape  old  alliances  with  other  types  of  libraries  and  with  other  agencies  and 
community  groups  (public  and  private).  In  so  doing,  they  can  introduce  new  services  and 
offer  new  levels  of  traditional  services  to  their  customary  users  and  to  new  users. 

For  example,  some  public  libraries  actively  participate  in  or  coordinate  their 
localities'  community  or  civic  networks,  sometimes  referred  to  as  "freenets."  In  other 
words,  these  public  libraries  are  at  the  heart  of  a  new  wave  of  community  communication 
and  involvement.  They  and  others  also  provide  access  for  their  users  to  the  Internet, 
today's  version  of  the  information  highway.  Public  libraries  provide  such  electronic 
information  services  as  job  announcements,  postings  for  state  or  local  governments  of 
contracts  available  for  bids,  plus  a  variety  of  commercially  produced  business  data,  civic 
event  calendars,  community  bulletin  boards,  interactive  sessions  with  locally  elected 
officials,  and  local  interest  archives.  They  are  contributing  to  community  development  as 
well  as  communication. 

Another  opportunity  the  information  superhighway  presents  for  libraries  is  in  the 
area  of  expanded  access.  Libraries  can  make  a  wealth  of  materials  available  to  their  users 
without  having  to  acquire,  house  and  maintain  materials  locally.  The  global  reach  of  the 
Internet  allows  library  patrons  to  access  materials  in  different  areas  of  the  world  without 
having  to  travel. 

The  librarian  is  a  community's  natural  resource  for  capitalizing  on  the 
opportunities  presented  by  the  information  highway.  As  information  mediators, 
librarians  are  in  the  vanguard  of  the  Information  Age.  They  are  in  a  position  to  evaluate 
the  ways  that  networking  will  change  their  communities.   They  are  also  able  to  see  how 
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communities  can  best  plan  for  and  take  maximum  advantage  of  the  Information  Age 
environment.  Librarians  and  libraries  offer  the  intelligent  navigational  services  for 
increasing  numbers  of  the  general  public  who  are  venturing  into  the  world  of  cyberspace. 
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JUSTIFICATION   OF    THE    BUDGET   ESTIMATES 


U.S.  NATIONAL  COMMISSION  ON  LIBRARIES 
AND  INFORMATION  SCIENCE 


Appropriation  Justification 

Fiscal  Year  1996 

Salaries  and  Expenses 


For  necessary  expenses  for  the  U.S.  National  Commission  on  Libraries  and  Information 
Science,  established  by  the  Act  of  July  20,  1970  (Public  Law  91-345),  as  amended  by  the 
Act  of  August  14,  1991  (Public  Law  102-95),  $901,000. 

(Departments  of  Labor,  Health  and  Human  Services  and  Education,  and  Related 
Agencies  Appropriations  Act,  1995) 
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U.S.  NATIONAL  COMMISSION  ON  LIBRARIES  AND  INFORMATION 
SCIENCE 

Salaries  and  Expenses 

1995  1996 

Appropriation:  $901,000  Budget  request:  $962,000 

FTE  positions:  7  FTE  positions:  7 


EXECUTIVE  SUMMARY 

Emphases  in  1994  on  streamlining  agencies  and  on  customer  service  have  been 
expanded  in  1995  with  examination  of  federal  roles.  The  U.S.  National  Commission  on 
Libraries  and  Information  Science  (NCLIS)  has  actively  participated  in  this  examination. 

From  its  statute  (P.L.  91-345)  NCLIS  derived  its  inherently  governmental 
functions: 

1.  NCLIS  determines  the  needs  of  the  people  of  the  U.S.  for  library  and  information 
services. 

2.  NCLIS  translates  those  needs  into  recommended  national  policy. 

3.  NCLIS  advises  the  Congress,  the  President,  state  and  local  governments  and  others  on 
implementation  of  national  policy. 

NCLIS  is  not  a  regulatory  or  operating  agency.  Its  primary  products  are  plans, 
publications  and  advice,  with  research  undertaken  in  support  of  developing  the  plans, 
publications  and  advice. 

FY  1994  brought  many  personnel  changes  for  NCLIS,  among  them  a  new 
chairperson  and  six  other  new  Commissioners.  To  date  in  FY  1995,  two  other  nominees 
to  the  Commission  await  the  Senate's  confirmation. 

The  Commission  will  celebrate  its  twenty-fifth  year  July  20,  1995  (the 
anniversary  of  the  signing  of  P.L.  91-345)  to  September  21,  1996  (the  25th  anniversary  of 
the  first  meeting  of  the  Commission).  The  context  of  all  events,  publications  and  other 
activities  will  be  the  Commission's  functions  listed  above. 
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FY  1994  PROGRAM  OBJECTIVES  AND  ACCOMPLISHMENTS 

Programmatically  in  FY  1994  NCLIS  concluded  several  phases  of  activity  in 
children's  and  youth  library  services  and  in  library  and  information  technology,  with  the 
publication  of  survey  findings  in  both  areas.  In  1994  the  Commission  also  participated  in 
examination  and  proposed  restructuring  of  the  Library  Services  and  Construction  Act,  in 
preparation  for  possible  reauthorization  in  Congress.  The  NCLIS  chairperson  had 
extensive  contact  and  consultation  with  federal  officials  on  the  status  and  roles  of  library 
and  information  services  in  initiatives  on  education,  literacy  and  technology. 

Further  evidence  of  the  year's  activity  was  the  large  number  of  publications, 
including  reports  of  three  forums,  reports  of  two  sample  surveys  and  analyses  of  the 
recommendations  of  the  1991  White  House  Conference  on  Library  and  Information 
Services  (WHCLIS). 

Objectives  for  FY  1994  are  in  italic  below,  followed  by  a  summary  of  actions 
taken  to  meet  each  objective. 


1 .         POLICY,  PLANNING  AND  ADVICE 

Develop  and  strengthen  working  relationships  with  officials  in  the  Departments  of 
Education,  Labor  and  Commerce,  in  the  Office  of  Information  and  Regulatory  Affairs  in 
OMB,  and  in  other  agencies  as  appropriate  so  that  NCLIS  has  opportunities  for  timely 
input  in  national  policies  affecting  library  and  information  services. 

This  objective  was  met  by  the  NCLIS  chairperson's  active  schedule  of 
appointments  and  consultations  with  many  federal  legislative  and  executive  officials. 
The  chairperson  conferred  with  officials  in  the  above-mentioned  offices.  She  also  met 
with  Members  and  staff  of  the  congressional  committees  concerned  with  appropriations, 
education,  information  policy,  libraries,  telecommunications  and  other  technology  and 
with  legislative-branch  agencies  like  the  Government  Printing  Office  and  the  Library  of 
Congress. 

Carry  out  at  least  one  short-range  and  one  long-range  analytical  and/or  research 
project,  the  subjects  of  which  will  have  been  selected  from  input  solicited  in  FY  1993. 

Two  projects  were  begun  in  FY  1993  and  finished  in  FY  1994.  One  was  a 
cooperative,  short-range  project  with  the  American  Library  Association  to  collect  selected 
statistics  from  a  sample  of  school  library  media  centers  in  twelve  states.  This  project 
yielded  information  to  guide  advice  on  legislation  (primarily  the  reauthorization  of  the 
Elementary  and  Secondary  Education  Act)  and  to  advise  the  Department  of  Education. 

The  other  project  examined  the  impacts  of  electronic  networking  on  public 
libraries  in  order  to  formulate  policy  recommendations  for  future  federal  roles  required 
for  libraries  to  take  full  advantage  of  the  opportunities  presented  by  the  emerging 
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National  Information  Infrastructure.  This  project  provides  the  basis  for  long-range 
research  into  the  policies  needed  to  facilitate  a  transition  to  a  digital  information 
environment.  In  June  1994  the  Commission  published  the  results  of  a  quick-response 
sample  survey.  Public  Libraries  and  the  Internet:  Study  Results.  Policy  Issues,  and 
Recommendations.  The  study  provides  the  first  national  data  in  the  field.  Members  of 
the  Congress  and  the  Administration  have  been  very  interested  in  the  implications  of  the 
study  on  efforts  underway  in  both  branches  to  link  libraries  (widely  viewed  as  the 
nation's  information  infrastructure)  and  the  National  Information  Infrastructure  (Nil). 

With  the  National  Center  for  Education  Statistics  (NCES)  and  the  Office  of 
Library  Programs  in  the  Department  of  Education,  co-sponsor  a  series  of  policy  forums 
(involving  participants  from  various  disciplines  including  statistics,  libraries, 
information  services,  research,  economics  and  public  policy)  to  address  public  policy 
library  data  needs  for  all  types  of  libraries. 

The  first  forum  was  held  in  September  1993.  The  second  was  in  May  1994  and 
addressed  the  role  of  libraries  in  the  NIL  The  forum's  purposes  were  to  review  Nil- 
related  programs,  policies  and  activities  at  federal  state,  local  and  institutional  levels; 
identify  and  discuss  various  policy  issues  related  to  the  role  of  libraries  in  the  Nil;  and 
identify  statistical  indicators  needed  to  measure  the  effective  involvement  of  libraries  in 
the  emerging  NIL  NCLIS  publishes  the  proceedings  of  the  forums. 

Implement  plans  for  the  Commission 's  involvement  in  reauthorization  of  the 
Library  Services  and  Construction  Act. 

Congress  declared  its  intent,  when  it  reauthorized  LSCA  in  1989  with  no  major 
changes,  to  use  the  recommendations  from  the  1991  White  House  Conference  on  Library 
and  Information  Services  to  consider  substantive  changes  in  LSCA  during  its  next 
reauthorization  cycle.  Part  of  NCLIS'  1994  contribution  to  the  consideration  of  LSCA 
was  two  policy  analyses  of  the  recommendations  from  the  Conference  as  well  as  a  March 
1994  snapshot  of  the  status  of  implementation  of  the  recommendations.  All  three 
documents  have  been  widely  distributed. 

NCLIS  also  participated  in  a  task  force  (of  which  the  primary  members  are  the 
American  Library  Association  and  the  Chief  Officers  of  State  Library  Agencies)  on 
LSCA  reauthorization.  NCLIS  sponsored  a  background  briefing  on  LSCA  for 
Commissioners  and  task  force  members  in  November  1 993  and  also  hosted  a  separate 
meeting  for  the  task  force.  The  Commission  is  making  itself  available  for  future  forums, 
studies,  hearings  and  other  activities  to  aid  the  Administration  and  the  Congress  in 
deliberations  regarding  LSCA,  in  response  to  changing  roles  and  needs. 

Review  and  respond  to  all  memoranda  from  the  Legislative  Reference  Division  of 
OMB  within  the  required  timeframes  and  comment  on  all  items  that  are  within  the 
purview  and  expertise  of  the  Commission. 

NCLIS  responded  to  all  memoranda  but  one,  which  was  received  after  the 
deadline  for  responding.  The  memoranda  involved  the  following  legislation: 
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•  Improving  America's  Schools  Act  of  1 994  (reauthorization  of  ESEA) 

•  Government  Reform  and  Savings  Act  of  1 993 

•  Goals  2000:  The  Educate  America  Act 

•  Office  of  Educational  Research  and  Improvement  reauthorizations 

•  Education  Research  and  Statistics  reauthorizations. 

Respond  to  all  inquiries  from  Congress  on  legislation  related  to  library  and 
information  services  and  take  the  initiative  to  offer  comments  when  appropriate. 

The  Commission  answered  questions  and  provided  background  for  staff  and 
Members  on  a  variety  of  subjects,  mostly  related  to  libraries  in  a  networked,  electronic 
environment,  libraries  in  support  of  education  and  the  status  of  training  and  education  for 
library  and  information  services.  The  NCLIS  chairperson  testified  at  a  spring  1994 
congressional  hearing  on  libraries  and  the  NIL  The  report  of  the  study  of  public  libraries 
and  the  Internet  was  distributed  to  appropriate  congressional  committees  and  was 
discussed  in  follow-up  sessions.  The  NCLIS  vice  chairman  also  submitted  comments  to 
the  Senate  on  individual  privacy  rights  in  an  era  of  electronic  technology. 


Likewise,  the  reports  from  NCLIS  activities  related  to  libraries  and  education 
were  distributed  to  appropriate  congressional  committees  and  discussed  with  them. 
Those  publications  included  the  reports  on  the  three  forums  on  library  and  information 
services  for  children  and  youth  and  the  survey  of  selected  school  library  media  centers. 

2.         AVAILABILITY  AND  ACCESS  TO  INFORMATION 

Continue  the  projects  on  public  policy  issues  related  to  networking  and  the 
National  Information  Infrastructure.  See  that  results  of  projects  are  documented, 
disseminated  and  used  to  help  governments  at  all  levels  meet  challenges  of  library  and 
information  services  in  a  networked  environment. 

In  March  1994  the  NCLIS  Distinguished  Researcher  and  the  NCLIS  Chairperson 
presented  preliminary  findings  on  public  libraries  and  the  Internet  at  the  national  Public 
Library  Association  conference.  The  published  document  followed  the  preliminary 
report  and  was  widely  distributed.  It  included  policy  analyses  and  recommendations  to 
the  Commission  for  further  activity. 

September  21,  1994,  NCLIS  hosted  a  briefing  so  that  heads  of  selected  state 
library  agencies  could  present  the  status,  plans,  issues  and  concerns  about  development  of 
statewide  networks.  The  next  day  federal  officials  joined  the  state  leaders  to  discuss 
libraries  and  the  National  Information  Infrastructure  and  the  federal  role. 

Fulfill  the  terms  of  the  Memorandum  of  Understanding  (MOU),  negotiated  in  FY 
1993,  with  the  National  Center  for  Education  Statistics  to  operate  the  Library  Statistics 
Program  (LSP) . 
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In  1994  all  previous  components  of  the  LSP  continued.  A  pilot  test  of  the  survey 
of  state  library  agencies  was  conducted.  Planning  took  place  for  collection  of  1994  data 
on  academic  libraries.  Progress  with  the  Department  of  Education's  1994  School  and 
Staff  Survey  (to  include  school  library  media  centers)  was  reviewed  with  the  Statistical 
Committee  of  the  American  Association  of  School  Librarians. 

The  training  workshop  for  state  data  coordinators  is  the  major  yearly  event  for  the 
public  library  component  of  the  Library  Statistics  Program.  The  December  1993 
workshop  was  the  sixth  annual.  Participants  considered  new  data  elements  and 
definitions  to  measure  information  services  that  use  compact  disk,  Internet  and  other 
electronic  technologies  and  connections. 

Within  the  past  three  years  75%  of  the  states  have  submitted  their  public  library 
data  to  NCES  by  the  July  3 1  deadline  and  the  quality  and  completeness  of  the  data  have 
required  no  follow-up  by  NCES.  The  December  1993  Report  on  Coverage  Evaluation  of 
the  Public  Library  Statistics  Program  by  the  Bureau  of  the  Census  showed  that  coverage 
in  the  annual  statistical  census  of  public  libraries  is  very  complete 

In  May  1994  NCLIS  and  the  National  Center  for  Education  Statistics  co- 
sponsored  the  second  annual  Forum  on  Library  and  Information  Services  Policy.  The 
forums'  objectives  are  to  ensure  that  statistics  about  libraries  and  information  services 
meet  the  needs  of  policy-makers  at  various  levels  and  to  guide  the  development  of  public 
policy  related  to  libraries  and  information  services 

Negotiate  an  MOU  with  the  National  Center  for  Education  Statistics  to  continue 
the  Library  Statistics  Program  in  FY  1995. 

The  agreement  for  FY  1995  was  negotiated  and  the  partnership  continues. 
3 .         EDUCATION  SERVICES  FOR  DIVERSE  NEEDS 

Conclude  the  series  of  regional  forums  titled  "Children  and  Youth  Services: 
Redefining  the  Federal  Role.  "  Summarize  findings  from  the  forums  and  prepare 
recommendations  on  the  subject.  Submit  the  findings  and  recommendations  to  the 
Congress  and  the  Administration. 

The  report  of  the  second  forum  was  published  in  January  1994.  The  third  forum 
was  held  in  Des  Moines,  Iowa,  in  December  1993  and  its  proceedings  were  published  in 
February  1994.  The  published  reports  were  distributed  to  and  discussed  with  various 
representatives  of  the  Administration  and  the  Congress. 

Incorporate  the  work  of  the  preceding  objective  into  comments  or  suggestions 
NCLIS  makes  on  ESEA  or  other  legislation  pertaining  to  education  and  libraries. 

This  objective  was  met  through  responses  to  the  Legislative  Reference  Division  of 
OMB,  to  other  representatives  of  the  Administration  and  to  Congress. 

Continue  to  meet  with  top-level  and  policy  officials  at  the  U.S.  Department  of 
Education,  others  in  the  education  community  and  other  departments  with  education-, 
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information-related  concerns  to  stress  libraries '  roles  in  education  and  training  and  to 
seek  libraries '  inclusion  in  federally  sponsored  programs  for  education  and  training. 

NCLIS  staff  participated  in  the  Digital  Resources  for  Education  and  Training 
Working  Group,  sponsored  by  the  Office  of  Science  and  Technology  Policy  (OSTP),  as 
well  as  through  reviews  of  drafts  of  papers  on  libraries  and  the  Nil  from  the  Information 
Infrastructure  Task  Force  (Department  of  Commerce).  Meetings  took  place  with  officials 
from  Education,  Commerce,  OSTP,  the  National  Economic  Council,  the  National  Science 
Foundation,  the  National  Institute  for  Literacy,  the  Corporation  for  National  and 
Community  Service,  the  Library  of  Congress,  the  National  Library  of  Medicine  and 
others. 

Consult  with  the  House  Appropriations  Committee,  the  Department  of  Education, 
library  schools,  researchers,  continuing  education  specialists,  the  Association  of  Library 
and  Information  Science  Education  and  others,  to  determine  if  further  exploration  of 
library  education  is  required.  If  so,  proceed  with  the  exploration  to  satisfy  the  needs 
identified  by  NCLIS  and  the  other  aforementioned  parties. 

NCLIS  offered  to  assist  with  the  assessment  of  library  education  that  the  House 
Appropriations  Committee  requested  of  the  Department  of  Education.  However,  that 
study  related  just  to  the  Library  Education,  Research,  and  Development  Program  of  Title 
II-5  of  the  Higher  Education  Act. 

4.         INFORMATION  NETWORKS  THROUGH  TECHNOLOGY 

See  that  some  of  the  major  issues  surrounding  information  in  a  networked 
environment,  and  particularly  those  under  investigation  by  NCLIS  and  others  -  i.e., 
protection  of  intellectual  ownership,  copyright,  and  user  fees  -  begin  to  be  resolved  at  the 
federal  level  by  policy — legislation,  regulation  and/or  other  appropriate  avenues — as  the 
National  Information  Infrastructure  continues  to  take  shape. 

An  NCLIS  Commissioner  represented  NCLIS  at  meetings  of  the  Administration's 
two  major  groups  working  on  the  National  Information  Infrastructure  (Nil):  -  the  Nil 
Advisory  Council  and  the  Information  Infrastructure  Task  Force  (IITF).  Both  groups 
advise  the  Department  of  Commerce,  the  Administration's  leader  for  the  NIL  The  Nil 
Advisory  Council  is  private-sector;  the  IITF  is  made  up  of  federal  officials.  Both  groups 
met,  held  hearings  and  open  forums,  issued  drafts  of  papers  and  undertook  other  activities 
to  see  that  the  issues  surrounding  information  in  a  networked  environment  are  addressed. 
The  National  Institute  of  Standards  and  Technology  (NIST),  the  National 
Telecommunications  and  Information  Administration,  the  Library  of  Congress  and  others 
addressed  these  issues  too.  NCLIS  was  represented  at  many  of  their  meetings  as  well. 

NCLIS  met  with  the  leadership  of  all  those  entities  and  will  continue  to  do  so, 
along  with  participating  in  their  general  meetings  or  attending  as  observers  or  liaisons. 
Also,  bills  on  telecommunications,  copyright,  electronic  freedom  of  information  and 
others  deal  with  these  issues  and  NCLIS  has  participated  in  discussions  about  the  policy 
effects  of  proposed  legislation. 
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The  spring  1994  Workshop  in  Applied  Public  Policy  Analysis  in  the  School  of 
International  and  Public  Affairs,  Columbia  University  prepared  for  NCLIS  a  report,  Civic 
Networks  in  the  United  States.  The  report  profiles  24  networks,  outlines  public  libraries' 
roles  in  civic  networks  and  identifies  trends. 

Also  in  FY  1 994  the  Department  of  Education  connected  the  NCLIS  office  to 
INet,  the  department's  electronic  network,  which  is  also  a  gateway  to  the  Internet.  The 
connection  made  electronic  mail  and  access  to  a  host  of  free  information  services 
available  for  the  NCLIS  staff. 

Continue  active  participation  in  the  two  highest-level  networking  concerns  in  the 
library  and  information  services  community:  Coalition  for  Networked  Information  (CNI) 
and  Library  of  Congress '  Network  Advisory  Committee  (NAC),  so  that  NCLIS  benefits 
from  and  contributes  to  discussions  and,  by  participating,  adds  to  Commission 's 
exposure,  visibility  and  the  credibility  of  its  activities  promoting  library  and  information 
services  in  a  networked  environment. 

The  Commission  continued  active  participation  in  both  groups.  One  example  is 
the  NCLIS  executive  director's  participation  in  a  CNI  special,  invitational  workshop, 
"Facing  Digital  Library  Institutional  and  Policy  Issues:  Higher  Education  Cooperative 
Strategies  for  the  Knowledge  Infrastructure."  Another  example  is  that  NCLIS'  research 
associate  chaired  the  program  committee  on  community /civic  networks  for  the  June  1994 
meeting  of  the  Network  Advisory  Committee.  At  that  meeting  the  committee  also 
advised  the  Library  of  Congress  on  its  discussion  draft  of  "Strategic  Directions  towards  a 
Digital  Library." 

Carry  out  activities  for  and  with  the  trilateral  Glenerin  group  as  proposed  and 
agreed  to  in  FY  1993,  including  a  possible  full  conference,  hosted  by  NCLIS,  of  the  U.S., 
U.K.  and  Canada  and  other  countries  as  agreed  to  by  the  group 's  original  three 
countries. 

Tentative  plans  for  a  full  conference  were  tabled  in  the  fall  of  1 993  in  favor  of 
higher  priority  projects  for  NCLIS  such  as  the  school  library  survey  and  the  study  of 
public  libraries  and  the  Internet 

Continue  the  cooperative  project  with  the  U.S.  Department  of  State  for 
international  library  and  archive  activities  supported  with  the  department 's  International 
Convention  and  Scientific  Organization  Contributions  (ICSOC).  Collect  and  review 
proposals,  distribute  funds  for  approved  activities,  and  monitor  and  report  to  the 
Department  of  State  on  the  activities  'progress  and  accomplishments. 

This  project  was  continued  with  International  Contributions  for  Scientific, 
Educational  and  Cultural  Activities  (ICSECA),  the  successor  to  ICSOC.  NCLIS 
distributed  $175,000  total  in  State  Department  funds. 

In  cooperation  with  the  Department  of  State,  host  meetings  for  the  recipients  of 
ICSOC  contributions  to  plan  for  what  changes  those  organizations  may  experience  when 
the  United  States  rejoins  UNESCO. 

This  meeting  was  not  held  in  FY  1994  but  may  take  place  in  FY  1995. 
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5.         AGENCY  REQUIREMENTS 

Plan,  conduct  and  follow  up  on  four  meetings  of  the  full  Commission. 

The  Commission  held  a  regular  business  meeting  in  November  1993,  coupled 
with  a  briefing  on  the  Library  Services  and  Construction  Act.  An  orientation  meeting 
was  conducted  in  March  1994  and  a  planning  meeting  in  July  1994.  The  July  session 
focused  on  the  Commission's  role  in  the  reauthorization  of  the  LSCA.  Briefings  on  state- 
based  library  networks  and  on  libraries  and  the  national  information  infrastructure  were 
held  in  late  September  1994. 

Orient  new  Commissioners  and  hold  Commission  planning  sessions. 

Six  new  Commissioners  were  oriented  at  the  March  1994  meeting.  Planning 
sessions  were  incorporated  in  the  March  and  July  1994  meetings. 

Plan,  carry  out  and  follow  up  on  meetings  with  allied  groups  and  individuals  as 
approved  by  the  Commission. 

The  Commission  as  a  whole  did  not  meet  with  other  governmental  or 
library /information  groups  in  1994.  However,  when  sessions  with  certain  groups  or 
individuals  were  suggested,  the  chairperson  and  executive  director  and  other  staff  did 
follow  through  by  meeting  or  contacting  key  people  in  these  other  bodies. 

Complete  the  transfer  of  contracting  for  administrative  services  from  the 
Department  of  Education  to  the  General  Services  Administration. 

Since  being  established,  NCLIS  has  contracted  with  the  Department  of  Education 
for  fiscal,  personnel  and  other  administrative  services.  In  FY  1994  the  Commission 
continued  with  the  Department  of  Education  rather  than  transferring  to  the  General 
Services  Administration  for  support  services. 


FY  1995  PROGRAM  DESCRIPTION  AND  OBJECTIVES 

In  February  1994  the  NCLIS  executive  director  prepared  topic  background  sheets 
on  seven  of  the  most  important  topics  in  the  areas  the  Commission  was  established  to 
address.  As  a  tool  for  the  planning  meetings  held  in  March  and  July  1994,  the 
Commissioners  individually  ranked  the  issues  to  help  determine  priorities  for  NCLIS 
programs.  The  titles  of  the  topics  and  the  rankings  of  the  Commissioners  in  March  and 
April  are  as  follows  ("1,"  highest  priority): 

1 .  Libraries  and  the  National  Information  Infrastructure 

2.  Libraries,  Literacy,  and  Educational  Reform 

3.  Library  Services  and  Construction  Act  (LSCA)  Reauthorization 

4.  Economics  of  Library  Support 

5.  Federal  Information  Dissemination  Policy 

6.  Public/Private  Sector  Relationships 

7.  Library  Education  and  Training 
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The  Commission  invested  considerable  resources  in  1992,  1993  and  1994  on  the 
first  two  topics,  which  coincided  with  the  two  priority  recommendations  from  the  White 
House  Conference  on  Library  and  Information  Services.  Those  topics  are  ongoing 
concerns  and  NCLIS  will  continue  to  be  involved  with  them.  In  FY  1995  they  will  be 
dealt  with  separately  and  also  in  the  context  of  the  third  topic  -  LSCA. 

A  frequent  question  to  NCLIS  concerns  the  status  of  recommendations  of  White 
House  Conference  on  Library  and  Information  Services  (WHCLIS).  The  1979  and  1991 
White  House  Conferences  have  defined  the  Commission's  focus  of  activity  more  than 
any  other  events  or  influences.  It  is  therefore  appropriate  that  in  1995,  the  Commission's 
25th  year,  NCLIS  make  a  major  effort  to  respond  to  concern  about  WHCLIS 
recommendations  with  a  report  (a  summary  report  and  complete  reports)  to  the  general 
public,  the  Administration,  the  Congress  and  the  library  and  information  communities. 

This  WHCLIS  compendium  and  analysis  will  also  be  a  prospectus  and  may 
therefore  incorporate  the  policy  document  described  in  earlier  plans  for  FY  1995. 
Whether  a  separate  document  updating  the  Commission's  1975  work,  Toward  a  National 
Program  for  Library  and  Information  Services:  Goals  for  Action,  is  prepared  will  depend 
on  resources,  detailed  directions  for  the  report  on  the  WHCLIS  recommendations  and 
other  priorities  of  the  Commission. 

NCLIS'  work  has  to  proceed  consistently  and  consciously  with  the  goals  and 
objectives  of  the  Administration's  National  Performance  Review  and  such  legislation  as 
the  1993  Government  Performance  and  Results  Act  (as  well  as  with  NCLIS'  1970 
enabling  legislation).  Thus,  there  will  continue  to  be  opportunities  for  planning, 
streamlining  and  focusing. 

Objectives  for  NCLIS  for  FY  1995  are  in  italic  below. 

1 .         POLICY,  PLANNING  AND  ADVICE 

There  are  opportunities  to  advise  on  a  wide  array  of  policy  and  policy-related 
matters  now  up  for  discussion  and  consideration  in  the  U.S.  government.  For  example, 
the  report  of  one  meeting  of  one  group  (the  Information  Infrastructure  Task  Force) 
brought  word  of  the  availability  of  13  draft  reports  on  which  comments  are  requested. 

Develop  and  strengthen  working  relationships  with  officials  in  the  Departments  of 
Education,  Labor  and  Commerce,  in  the  Office  of  Information  and  Regulatory  Affairs  in 
OMB,  and  in  other  agencies  as  appropriate  so  that  NCLIS  has  opportunities  for  timely 
input  in  national  policies  affecting  library  and  information  services.  Form  and  convene 
two  focus  groups  (one  generally  on  education-related  concerns,  the  other  on  the  Nil) 
from  personnel  in  these  agencies  to  advise  NCLIS  on  plans  for  products  and  services  of 
most  use  in  developing  policies. 

Respond  to  customers'  inquiries  for  information  on  the  status  of  the  WHCLIS 
recommendations  by  preparing,  publishing  and  distributing  a  comprehensive  analysis  of 
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the  recommendations  of  the  1979  and  1991  Conferences,  including  a  comparison  of  the 
recommendations  themselves,  the  status  of  implementation,  suggestions  for  relating  the 
recommendations  to  reauthorization  of  the  LSCA,  and  policy  directions  for  federal 
support  of  library  and  information  services. 

Devise  a  method  for  keeping  the  WHCLIS  recommendations '  status  report 
updated  on  a  regular  basis. 

Review  and  provide  advice  in  response  to  all  memoranda  from  the  Legislative 
Reference  Division  ofOMB  within  the  required  timeframes  and  comment  on  all  items 
that  are  within  the  purview  and  expertise  of  the  Commission.  Expand  receipt  of 
memoranda  from  LRD  to  include  those  relating  to  information  resources  management, 
science  and  technology. 

Respond  to  all  inquiries  from  Congress  on  legislation  related  to  library  and 
information  services  and  take  the  initiative  to  offer  information  and  comments  when 
appropriate.  Meet  with  committee  (and/or  subcommittee)  Members  and  staff  in  both 
houses  in  the  104'  Congress  to  review  upcoming  items  and  offer  assistance: 
Senate:  Commerce,  Science  and  Transportation 

Governmental  Affairs 

Labor  and  Human  Resources 

Rules  and  Administration 
House:  Commerce  Committee 

Economic  and  Educational  Opportunities  Committee 

Government  Reform  and  Oversight  Committee 

Science  Committee 
Joint  Committee  on  Printing 
Joint  Committee  on  the  Library 

2.         AVAILABILITY  AND  ACCESS  TO  INFORMATION 

Work  with  the  Department  of  Education,  the  authorizing  committees  in  Congress 
and  the  library  and  information  communities  on  activities  -focusing  on  the  federal  role 
in  relation  to  library  and  information  services  -  to  enable  reauthorization  of  the  Library 
Services  and  Construction  Act  or  authorization  of  a  new  act. 

Confer  with  officials  heading  the  Office  of  Educational  Research  and 
Improvement  and  with  leaders  of  units  in  OERI  (including  Library  Programs,  NCES  and 
the  new  National  Institute  for  Postsecondary  Education,  Libraries  and  Lifelong 
Learning)  regarding  cooperative  programs (s)  for  research,  analysis  and  statistics  that 
NCLIS  might  undertake  in  partnership  with  and/or  for  them.  Decide  on  at  least  one 
collaborative  project  involving  NCLIS  for  FY  1996. 

Fulfill  the  terms  of  the  MOU,  negotiated  in  FY  1994,  with  the  National  Center  for 
Education  Statistics  to  operate  the  Library  Statistics  Program. 
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Work  with  NCES,  the  Bureau  of  the  Census  and  the  states  on  further  evaluation  of 
the  Library  Statistics  Program,  to  include  definitions  and  the  accuracy  and  reliability  of 
various  library  service  measures  resulting  from  the  program. 

Negotiate  an  MOV  with  the  National  Center  for  Education  Statistics  to  continue 
the  Library  Statistics  Program  in  FY  1996. 

3 .         EDUCATION  SERVICES  FOR  DIVERSE  NEEDS 

Help  sponsor  a  pre-conference  or  similar  event  on  library  and  information 
services  for  the  aging  to  contribute  to  the  May  1995  White  House  Conference  on  Aging. 

Continue  to  meet  with  top-level  and  policy  officials  at  the  U.S.  Department  of 
Education,  others  in  the  education  community,  and  other  departments  with  education-, 
information-related  concerns,  to  stress  libraries '  roles  in  education  and  training  and  to 
seek  libraries '  inclusion  in  federally  sponsored  programs  for  education  and  training. 

Continue  to  work  with  the  Corporation  for  National  and  Community  Service  and 
the  National  Institute  for  Literacy  to  incorporate  libraries  and  information  services  into 
their  missions. 

Support  Commissioners  'participation  in  conferences  in  the  library  and 
information  communities  to  help  ensure  that  NCLIS  has  the  information  it  needs  about 
the  concerns  and  activities  of  these  customers  and  that  these  customers  have  the 
information  they  need  about  the  activities  of  NCLIS  and  others  at  the  federal  level. 

4.    INFORMATION  NETWORKS  THROUGH  TECHNOLOGY 

In  a  July  29,  1994,  meeting  with  the  Commission,  Vice  President  Gore  said  that 
NCLIS  can  be  very  important  in  inventorying  challenges  and  in  posing  and  responding  to 
questions  involving  libraries  in  the  Nil. 

Follow  up  on  the  challenges  and  questions  raised  at  the  September  21-22,  1994, 
meetings  with  state  librarians  and  federal  and  other  officials  regarding  libraries  in  the 
Nil,  being  sure  that  each  participant/constituent  understands  what  NCLIS  proposes  for 
the  follow-up  and  that  that  follow-up  will  be  useful  to  the  participant/constituent. 

Decide  which  of  the  recommendations  for  NCLIS  from  the  1994  study  of  public 
libraries  and  the  Internet  will  be  pursued  The  report 's  recommendations  for  NCLIS 
included  the  following: 

collect  longitudinal  data  to  determine  degree  to  which  public  libraries  have  changed 
relative  to  Internet-based  services; 

collect  national  descriptive  data  on  academic,  school  and  special  libraries  and  the 
Internet; 
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investigate  impacts  and  benefits  resulting  from  libraries '  connection  to  the  Internet. 

Continue  to  participate  in  the  Coalition  for  Networked  Information  and  the 
Library  of  Congress '  Network  Advisory  Committee. 

Define  new  role(s)  if  needed  or  maintain  the  current  role  to  continue  to  aid  the 
State  Department  in  supporting  international  library  and  archive  activities.  Carry  out 
the  role(s). 

Continue  to  advise  the  National  Institute  for  Literacy  on  its  systems  for  the 
collection  and  dissemination  of  information. 

5.         AGENCY  REQUIREMENTS 

Plan,  conduct  and  follow  up  on  at  least  four  meetings  of  the  full  Commission,  with 
at  least  two  of  the  meetings  to  be  jointly  held  or  in  conjunction  with  other  entities  with 
allied  concerns.  Hold  at  least  one  meeting  with  an  entity  with  which  NCLIS  has  had  no 
joint  sessions  for  the  last  decade. 

Hold  orientation  sessions  in  the  NCLIS  office  for  new  Commissioners  within  three 
months  of  their  confirmation  by  the  Senate  as  NCLIS  Members. 

Plan,  carry  out  and  follow  up  on  meetings  of  committees  of  the  Commission  as 
approved  by  the  Commission. 

Plan,  carry  out  and  follow  up  on  meetings  with  allied  groups  and  individuals  as 
approved  by  the  Commission. 

Enable  at  least  75%  of  the  Commissioners  to  have  office,  home  and/or  mobile  or 
portable  access  to  the  Internet  for  electronic  mail  and  other  capabilities. 

Develop  plans  for  NCLIS  to  increase  use  of  the  Internet  as  a  means  of 
communicating  with  customers. 

Evaluate  and  enroll  in  electronic  systems  and  services  for  federal  agencies  that 
will  improve  NCLIS'  efficiency  and  productivity,  that  NCLIS  can  afford  and  that  seem  to 
have  good  cost-benefit  ratio  for  an  agency  the  size  of  the  Commission. 
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FY  1996  PROGRAM  DESCRIPTION  AND  OBJECTIVES 

In  addition  to  the  Commissioners'  1994  list  of  priorities  as  an  overall  map  for 
future  activity,  the  Commission  has  the  NCLIS  executive  director's  analysis  (below)  of 
the  components  of  realigning  the  federal  role  for  libraries  in  the  Nil.  The  Nil  Advisory 
Council,  the  IITF  and  others  are  looking  at  these  components,  but  not  necessarily  from 
the  point  of  view  of  libraries  or  users  of  libraries.  It  is  incumbent  on  NCLIS  to  examine 
(via  research,  analysis  and  data-gathering),  define  and  foster  roles  for  libraries  in  the  Nil 
along  the  following  lines: 

1 .  Connectivity  to  Nil:  hardware,  software,  standards  (technical/system  compatibility), 
voice/data  telecommunications  line  installation,  maintenance  service,  annual 
recurring  telecommunication  line  charges,  capacity/bandwidth  and  use-sensitive 
charges 

2.  Navigation  and  access:  system  software,  freeware,  vendor  products 

3.  Training  and  education:  training  the  librarians/trainers,  user  training,  continuing 
support  services/hotlines,  education  for  the  future  info  professional 

4.  Content:  conversion  to  digital  from  analog/scanning,  index/access  value-added 
navigational  tool  development,  protection  of  data  integrity,  intellectual  property  rights 
protection  in  exchange,  archival  structures  (security,  data  integrity,  quality  assurance), 
production  and  creation  of  community-based  content  program,  cost  of  accessing 
content  from  privately  owned  resources 

5.  Research,  development  and  evaluation:  security/privacy/standards. 

Other  objectives  for  FY  1996  are  shown  below  in  italic. 

1 .         POLICY,  PLANNING  AND  ADVICE 

Maintain  and  strengthen  working  relationships  with  officials  in  the  Departments 
of  Education,  Labor  and  Commerce,  in  the  Office  of  Information  and  Regulatory  Affairs 
in  OMB  and  in  other  agencies  as  appropriate  so  that  NCLIS  has  opportunities  for  timely 
input  in  national  policies  affecting  library  and  information  services.  Have  at  least  two . 
sessions  -  generally  for  feedback  and  for  planning  -  with  each  focus  group  formed  the 
year  before  so  that  NCLIS  can  revise  current  products  and  services  and  develop  new 
ones  to  meet  the  agencies '  needs. 

Update  the  report  on  the  status  of  implementation  of  the  WHCLIS 
recommendations  in  accordance  with  feedback  from  users  of  previous  edition(s)  of  the 
report. 

Review  and  provide  advice  in  response  to  all  memoranda  from  the  Legislative 
Reference  Division  of  OMB  within  the  required  timeframes  and  comment  on  all  items 
that  are  within  the  purview  and  expertise  of  the  Commission.  Expand  by  20%  the  number 
of  memoranda  for  which  substantive  comments  are  submitted 
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Respond  to  all  inquiries  from  Congress  on  legislation  related  to  library  and 
information  services  and  take  the  initiative  to  offer  information  and  comments  when 
appropriate.  Hold  mid-session  meetings  with  committee  staffers  to  evaluate  the  advice 
and  information  that  NCLIS  provided  during  the  past  period  and  to  plan  for  the  products 
and  services  that  NCLIS  will  provide  in  the  upcoming  period. 

2.  AVAILABILITY  AND  ACCESS  TO  INFORMATION 

Work  in  partnership  with  the  National  Institute  for  Postsecondary  Education, 
Libraries  and  Lifelong  Learning  to  identify  and  prioritize  areas  of  research  in  library 
and  information  services  for  the  next  decade. 

Carry  out  at  least  one  joint  project  of  research,  analysis  and/or  statistics  agreed 
to  in  FY  1995  with  the  National  Institute  for  Postsecondary  Education,  Libraries  and 
Lifelong  Learning. 

Work  with  other  federal  advisory  groups  (e.g.,  Nil  Advisory  Council  and 
Information  Infrastructure  Task  Force)  to  identify  and  clarify  policy  issues  which  require 
analysis  and  research  in  order  to  ensure  maximum  social  benefit  of  Nil  deployment. 
Develop  resources  to  perform  this  activity  in  partnership  with  other  interested  parties  in 
and  out  of  the  federal  government. 

Work  with  the  Department  of  Education,  OERI  and  NCES  to  apply  the  results  of 
the  previous  years '  policy  forums  to  the  collection  of  data  and  reporting  of  activities  for 
library  and  information  services. 

Fulfill  the  terms  of  the  MOU,  negotiated  in  FY  1995,  with  the  National  Center  for 
Education  Statistics  to  operate  the  Library  Statistics  Program. 

Negotiate  an  MOU  with  the  National  Center  for  Education  Statistics  to  continue 
the  Library  Statistics  Program  in  FY  1997. 

3 .  EDUCATION  SERVICES  FOR  DIVERSE  NEEDS 

Plan,  develop,  sponsor  or  co-sponsor  national  sample  survey(s)  on  academic, 
school  or  special  libraries  and  the  Internet  to  help  determine  the  uses  and  needs  of 
customers  of  each  type  of  library  for  electronic  services  and  to  help  plan  a  coordinated 
federal  role  for  libraries  and  the  National  Information  Infrastructure. 

Continue  to  work  with  the  Corporation  for  National  and  Community  Service  and 
the  National  Institute  for  Literacy  to  incorporate  libraries  and  information  services  into 
their  missions. 
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Support  Commissioners  'participation  in  conferences  in  the  library  and 
information  communities  to  help  ensure  that  NCLIS  has  the  information  it  needs  about 
the  concerns  and  activities  of  these  customers  and  that  these  customers  have  the 
information  they  need  about  the  activities  of  NCLIS  and  others  at  the  federal  level. 

4.  INFORMATION  NETWORKS  THROUGH  TECHNOLOGY 

Initiate  investigations  of  the  global/international  aspects  of  networking  and  the 
Nil  as  these  affect  the  U.S.  library  and  information  services  communities. 

Pursue  the  agreed-on  recommendations  from  the  study  of  public  libraries  and  the 
Internet,  as  decided  in  FY  1995,  including  the  following  possibilities: 

1)  begin  to  obtain  longitudinal  data  (by  re-surveying)  public  libraries  on  the  degree 
to  which  they  change  regarding  access  to  and  use  of  electronic  services; 

2)  promote  research  that  assesses  the  impacts  of  the  Internet  on  libraries  and  how 
those  impacts  affect  information  services  to  the  public. 

Continue  to  participate  in  the  Coalition  for  Networked  Information  and  the 
Library  of  Congress '  Network  Advisory  Committee. 

5.  AGENCY  REQUIREMENTS 

Plan,  conduct  and  follow  up  on  as  many  as  six  meetings  of  the  full  Commission, 
with  at  least  three  of  the  meetings  to  be  jointly  held  or  in  conjunction  with  other  entities 
with  allied  concerns.  Hold  at  least  two  meetings  with  entities  with  which  NCLIS  has  had 
no  joint  sessions  for  the  last  decade. 

Hold  orientation  sessions  in  the  NCLIS  office  for  new  Commissioners  within  two 
months  of  their  confirmation  by  the  Senate  as  NCLIS  Members. 

Plan,  carry  out  and  follow  up  on  meetings  of  committees  of  the  Commission  as 
approved  by  the  Commission. 

Plan,  carry  out  and  follow  up  on  meetings  with  allied  groups  and  individuals  as 
approved  by  the  Commission. 

Enable  all  Commissioners  to  have  office,  home  and/or  mobile  or  portable  access 
to  the  Internet  for  electronic  mail  and  other  capabilities. 

Implement  plans  for  an  enhanced  NCLIS  presence  on  the  Internet. 
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AMOUNTS  AVAILABLE  FOR  OBLIGATION  (in  thousands) 

FY  1994  FY  1995  FY  1996 

APPROPRIATION 

Annual  904  901  962 

REAL  TRANSFERS  FROM 

National  Center  for  Education  Statistics     325  300  * 

Department  of  State  175  175  * 

TOTAL  ADJUSTED  BUDGET 

AUTHORITY  1,404  1,376  962 


*  Programs  supported  by  these  funds  are  expected  to  continue,  but  specific  amounts  are 
not  known  at  this  time. 


BUDGET  AUTHORITY  AND  OUTLAYS  (in  thousands) 


Estimated        Request  Change 

FY  1994  FY  1995  FY  1996  95  to  96 


BUDGET 

AUTHORITY 

(appropriations  only)  904  901  962  61 

OUTLAYS 

from  annual 

appropriations  720  1,033  955  -78 

OUTLAYS,  GROSS  1,220  1,508  1,430  -78 

FTE  Personnel  6  7  7  0 

Figures  from  Budget  of  the  United  States  Government.  Fiscal  Year  1996.  Appendix 

16 


629 
BUDGET  AUTHORITY  BY  OBJECT  CLASS  (in  thousands) 


Estimated 

Change 

FY  1994 

FY  1995 

FY  1996 

95  to  96 

Full-time  permanent 

334 

376 

392 

16 

Other  than  full-time  perm. 

40 

58 

50 

-8 

Benefits 

64 

88 

94 

6 

SUBTOTAL,  PAY 

438 

522 

536 

14 

Travel 

90 

76 

78 

2 

Rent 

124 

128 

131 

3 

Comm.,  utilities,  misc. 

18 

35 

42 

7 

Printing,  reproduction 

26 

15 

15 

0 

Advisory  services 

44 

43 

66 

23 

Other  services 

78 

66 

68 

2 

Supplies  and  materials 

36 

16 

20 

4 

Equipment 

38 

0 

6 

6 

SUBTOTAL,  NON-PAY 

454 

379 

426 

47 

SUBTOTAL,  DIRECT 

OBLIGATIONS 

892 

901 

962 

61 

REIMBURSABLE 

OBLIGATIONS 

500 

475 

475 

0 

TOTAL  OBLIGATIONS 

1,392 

1,376 

1,437 

61 

LAPSED  BALANCE 

12 

Figures  from  Budget  of  the  United  States  Government.  Fiscal  Year  1996.  Appendix 
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SUMMARY  OF  CHANGES  FROM  FY  1995  TO  FY  1996 


Full-Time  Permanent  Salaries  -  The  assistant  to  the  director  who  had  been  working 
under  contract  was  added  to  the  staff  in  FY  199T5. 


Other  than  Full-Time  Permanent  Salaries  -  One  full-time-equivalent  position  continues 
to  be  budgeted  to  pay  Commissioners'  salaries.  Commissioners  are  classified  as 
intermittent  government  employees  and  are  paid  only  when  on  official  business  for 
NCLIS.  The  Commission  Chair  sets  the  rate  of  compensation  for  Commissions,  current 

$225/day. 


Civilian  Personnel  Benefits  -  Overall  increases  of  1%  are  projected  for  each  year,  with 
22%  of  salary  for  staff  and  14%  of  salary  for  Commissioners  estimated  for  benefits  for 
FY  1995. 

Travel-  Travel  is  kept  at  approximately  current  level  to  support  meetings  of  the  full 
Commission,  meetings  of  task  forces  and  committees  and  representation  at  other  groups' 
meetings  and  conferences. 

Rent  -  The  estimate  for  FY  1995  is  based  on  a  February  14,  1994  memo  from  the 
General  Services  Administration  stating  the  following  square  footage  and  rates: 

Office  space  @  $30.64/sq.  ft.  x  3,885  sq.  ft.  =  $1 19,036.40 
Food  service  @  $50.15/sq.  ft.  x  181  sq.  ft.  =         9.077.15 

$128,113.55 
The  FY  1996  rent  is  based  on  an  August  8,  1994,  letter  from  the  General  Services 
Administration  advising  that  the  1996  estimate  be  at  the  1995  rate,  increased  by  2.5%,  or 
a  total  of  $131,316.39. 


Communications,  Utilities  -  Telecommunications  costs  for  FY  1996  are  increased  to 
accommodate  Commissioners'  increased  use  of  electronic  services. 

Printing  -  It  is  not  expected  that  NCLIS  will  publish  as  many  separate  reports  in  FY 
1995  or  1996  as  in  FY  1994.  The  $15,000  for  each  year  should  cover  notices  of  meetings 
in  the  Federal  Register,  subscription  to  the  Congressional  Record,  publication  of  the 
Commission's  annual  report,  production  a  two- volume  compendium  on  the 
recommendations  of  the  1979  and  1991  White  House  Conferences,  plus  any  other  special 
policy  documents. 


IS 


631 


Advisory  Services  -  The  totals  include  expert(s)  in  research,  analysis  and/or  data- 
gathering  to  carry  out  for  NCLIS  the  agreed-on  joint  project(s)  with  units  in  the 
Department  of  Education  and/or  with  other  entities. 

Other  Services  -  This  object  class  covers  items  like  repair  and  maintenance  of 
equipment,  maintenance  of  computers  and  the  local  area  network,  and  memberships  in 
National  Information  Standards  Organization,  International  Federation  of  Library 
Associations  and  American  Society  for  Information  Science.  It  also  includes  a 
memorandum  of  agreement  (MO  A)  with  Department  of  Education  for  administrative  and 
fiscal  services,  estimated  at  $43,000  for  FY  1995.  In  FY  1994  the  Library  Statistics 
Program  paid  $12,000  of  the  total  and  is  expected  to  pay  that  same  amount  for  FY  1995 
and  FY  1996. 


Supplies  and  Materials  -  This  object  class  covers  all  office  supplies  plus  subscriptions  to 
professional  journals  and  periodicals  and  purchase  of  books  for  the  staff  library.  It  will 
continue  to  decrease  as  more  electronic  and  fewer  print  materials  are  used. 

Equipment  -  The  $6,000  for  FY  1996  is  to  purchase  computers,  modems  or  other 
equipment  to  provide  access  to  electronic  mail  and  other  online  services  to  the  balance  of 
Commissioners  so  that  all  have  equal  access. 
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APPROPRIATIONS  HISTORY  (in  thousands) 


To  Congress    House  Senate  Appropriation 

Allowance      Allowance 


200 

406 
406 
409 
468 
493 
15 

598 
660 
668 
18 

691 
674 
674 
674 
720 
660 
-30 

660 

23 

718 
741 
750 
732 
831 
889 
904 

901 


Supp. 

200 

not 

200 

1972 

considered 

1973 

406 

406 

406 

1974 

406 

406 

406 

1975 

502 

409 

409 

1976 

502 

409 

468 

1977 

517 

517 

493 

Supp. 

1977 

1978 

607 

598 

598 

1979 

683 

660 

683 

1980 

668 

668 

668 

Pay  Supp. 

1980 

1981 

691 

691 

691 

1982 

750 

702 

702 

1983 

674 

674 

1984 

553 

553 

674 

1985 

690 

690 

720 

1986 

690 

690 

Sequester 

1986 

1987 

690 

660 

690 

Pay  Supp. 

1987 

1988 

791 

750 

791 

1989 

755 

750 

750 

1990 

770 

750 

770 

1991 

777 

750 

750 

1992 

911 

750 

911 

1993 

1,000 

590 

982 

1994 

904 

904 

904 

1995 

904 

901 

901 

1996 

962 
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Fiscal  Year 

Ful 

1984 

9.5 

1985 

11 

1986 

11 

1987 

9 

1988 

9 

1989 

10 

1990 

9.5 

1991 

6.5 

1992 

6 

1993 

6 

1994 

6 

1995 

7 

1996 

7 

633 
STAFFING  HISTORY 

Full-Time  Equivalent  Positions 


One  FTE  position  is  reserved  for  Commissioners'  salaries. 
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FY  1994  MEMBERS  OF  THE 

U.S.  NATIONAL  COMMISSION  ON  LIBRARIES 

AND  INFORMATION  SCIENCE 


Term 
Expiration 

Profession 

Compensation 
for  FY  1994 

Jeanne  Hurley  Simon 
NCLIS  Chairperson 
Washington,  D.C. 

1997 

attorney-at-law 

$12,375 

Elinor  H.  Swaim 

NCLIS  Vice  Chairman 

1994 

$  3,825 

Salisbury,  NC 

Shirley  Adamovich 

1996 

librarian 

$  3,082 

Durham,  NH 

Daniel  W.  Casey 

1994 

communications 

$  3,600 

Syracuse,  NY 

Carol  K.  DiPrete 

1996 

librarian 

$  3,825 

Providence,  RI 

Wanda  L.  Forbes 

1993 

librarian 

$    900 

Columbia,  SC 

Martha  B.  Gould 

1997 

librarian 

$  1,575 

Reno,  NV 

Norman  Kelinson 

1995 

financial  services 

$  2,025 

Bettendorf,  IA 

Ben-Chieh  Liu 
Lisle,  IL 

1993 

professor,  mgt.  & 
information  science 

$  1,326 

Frank  J.  Lucchino 
Pittsburgh,  PA 

1998 

county  controller 

$    450 

Charles  E.  Reid 
Fort  Lee,  NJ 

1993 

real  estate 
developer 

$  1,350 

Kay  W.  Riddle 
Northglenn,  CO 

1995 

$  2,992 

22 
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Bobby  L.  Roberts 

1998 

librarian 

$    675 

Little  Rock,  AR 

Gary  N.  Sudduth 
Minneapolis,  MN 

1997 

CEO,  public 
administration 

$  1,575 

Barbara  J.  H.  Taylor 
Germantown,  MD 

1995 

$  1,575 

Joel  D.  Valdez 

1998 

univ.  official 

$     0 

Tucson,  AZ 

Robert  S.  Willard 
Dayton,  OH 

1999 

marketing,  infor- 
mation products 

$     0 

James  H.  Billington 
Washington,  D.C. 

permanent  member 

Librarian 
of  Congress 

n/a 

Winston  Tabb 

represents 
Dr.  Billington 

Assoc.  Librarian  for 
Coll.  Services 

n/a 

NOTES: 

Terms  expire  on  July  19  of  the  years  listed  above. 

P.L.  102-95,  SEC.  5.  (2):  ". .  .the  term  of  office  of  any  member  of  the  Commission  shall 
continue  until  the  earlier  of  (A)  the  date  on  which  the  member's  successor  has  been 
appointed  by  the  President;  or  (B)  July  19  of  the  year  succeeding  the  year  in  which  the 
member's  appointed  term  of  office  shall  expire." 

As  of  March  1995  two  nominations  are  pending  in  the  Senate: 

Joan  R.  Challinor,  to  replace  Elinor  H.  Swaim; 

Mary  S.  Furlong,  to  replace  Daniel  W.  Casey 
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NCLIS  ORGANIZATION  CHART 


Commissioners 


Executive  Director 

1 
1 

Associate 
Executive 
Director 

Assistant 
to  the 
Director 

Research 
Associate(s) 

Administrative 
Officer 

Secretary 
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MEETINGS 


FY  1995 

Oct.  25-27,  1994  Meeting  of  full  Commission  (Oct.  25  and  27)  to  discuss  priorities, 

Reno  and  Lake  review  plans  for  the  new  fiscal  year,  review  streamlining  and 

Tahoe,  NV  performance  measurement  initiatives,  and  discuss  legislation 

related  to  library  and  information  services. 

Hearing  (Oct.  26)  for  Mountain  Plains  States  on  federal  roles  for 

libraries. 

Feb.  22-24,  1 995         Commissioners  in  NCLIS  office  Feb.  22  for  computer  and  Internet 
Washington,  D.C.,       training.  Meeting  of  full  Commission  Feb.  23-24  to  review 
Annapolis,  MD  agency's  plans  for  Phase  II  of  National  Performance  Review  and 

FY  1995  program  activities  such  as  co-sponsorship  of  pre- White 
House  Conference  on  Aging,  federal  roles  in  support  of  libraries 
and  information  services,  cost  study  of  Nil/Internet  connections 
and  services  for  public  and  state  libraries.  Also  received  updates 
on  electronic  services  from  Library  of  Congress,  Government 
Printing  Office  and  U.S.  Postal  Service. 


July  14-16,  1995         Meeting  of  full  Commission  to  review  1995  activities  and  plans 
Pittsburgh,  PA  for  1 996  and  1 997,  including  cost  study  of  Nil/Internet 

connections,  status  of  federal  support  for  library  and  information 

services,  status  of  federal  electronic  information  services,  federal 

information  policy,  etc. 

Meeting  will  be  in  conjunction  with  conference  of  American 

Association  of  Law  Libraries. 


conference  calls  Commission  supplements  its  in-person  meetings  with  conference 

calls  to  keep  everyone  updated  on  projects.  Will  probably  have  4 
or  5  such  calls  in  FY  1995. 


ongoing  Appointments  of  NCLIS  Chairperson,  other  Commissioners  and 

Washington,  D.C.        staff  with  officials  in  Congress  and  Administration  and  in  library 
and  information  associations  to  discuss  mutual  concerns,  primarily 
libraries  and  education  and  the  National  Information  Infrastructure. 
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MEETINGS 
Planned 


FY  1996 


The  full  Commission  will  meet  quarterly. 

NCLIS  committees  will  meet — separately  and/or  in  conjunction  with  meetings  of  the  full 
Commission — to  proceed  with  their  activities,  as  agreed  to  by  the  full  Commission. 

The  full  Commission  and/or  NCLIS  committees  will  host  at  least  two  public  events  such 
as  forums  and/or  at  last  two  special-purpose  meetings,  for  which  high-priority  topics 
include: 

•  future  Federal  roles  in  support  of  libraries  and  information  services — e.g..  the 
functions  of  the  Library  Services  and  Construction  Act; 

•  libraries  in  support  of  education,  literacy  and  lifelong  learning; 

•  library  and  information  services  in  the  National  Information  Infrastructure. 
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Tuesday,  April  4,  1995. 
NATIONAL  COUNCIL  ON  DISABILITY 
WITNESSES 
MARCA  BRISTO,  CHAIRPERSON 
SPEED  DAVID,  ACTING  EXECUITVE  DIRECTOR 

Mr.  PORTER.  We're  pleased  to  welcome  the  National  Council  on 
Disability  and  its  Chairperson,  Marca  Bristo.  Ms.  Bristo,  we're  de- 
lighted to  see  you  again.  Why  don't  you  introduce  Speed,  and  pro- 
ceed. 

Introduction 

Ms.  BRISTO.  Thank  you  very  much,  Mr.  Chairman. 

I'd  like  to  introduce,  seated  with  me,  Speed  Davis,  who  is  the 
Acting  Executive  Director  of  the  National  Council.  Also  here  with 
us  today  from  our  staff  are  Billie  Jean  Hill  and  Jamal  Mazrui. 

Before  I  start  with  my  formal  remarks,  I  would  like  to  take  a  mo- 
ment to  acknowledge  the  passing  of  one  of  the  leaders  of  the  dis- 
ability community's  movement  for  independence,  Mr.  Ed  Roberts. 
And  the  reason  I  do  so  today  is  because  Ed,  who  founded  the  first 
center  for  independent  living  and  went  on  to  create  the  World  In- 
stitute on  Disability,  spreading  the  message  of  inclusion  and  inde- 
pendence throughout  the  world  on  behalf  of  people  with  disabil- 
ities, was  one  of  my  early  mentors. 

As  a  person  who  acquired  a  disability  at  the  age  of  23,  I  was  con- 
fronted abruptly  by  what  it  meant  to  become  a  person  with  a  dis- 
ability, not  having  been  raised  in  a  society  that  was  quite  yet  ready 
to  accept  or  understand  my  issues.  And  Ed  taught  me  a  simple 
truth  that  has  guided  my  life,  that  we  have  a  system  of  public  poli- 
cies that  are  based  on  outdated  attitudes  towards  persons  with  dis- 
abilities. And  he  made  it  his  mission  and  passion  in  life  to  start 
the  two-pronged  process  of  changing  those  attitudes,  but  also  un- 
derstanding that  we  have  to  change  the  policies  in  order  to  some- 
times get  at  the  attitudes. 

And  in  a  nutshell,  I  believe  that  Ed's  mission  captures  the  es- 
sence of  what  the  National  Council  on  Disability  is,  a  vehicle  to 
bring  the  perspective  of  persons  with  disabilities  to  the  table  so 
that  we  can  make  informed  decisions  as  we  go  through  a  process 
of  policy  review  and  hopefully  policy  change  that  will  help  to  fulfill 
the  dreams  of  the  Americans  with  Disabilities  Act.  Those  dreams 
are,  of  course,  inclusion,  independence,  empowerment,  and  eco- 
nomic self-sufficiency. 

So  I'd  like  to  recognize  Ed,  and  let  him  know  that  the  Council 
is  here  to  help  carry  forward  his  dream  and  the  dreams  of  49  mil- 
lion other  Americans  with  disabilities. 
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My  name  is  Marca  Bristo,  and  I  serve  as  Chairperson  of  the  Na- 
tional Council  on  Disability  (NCD).  With  me  this  afternoon  is 
Speed  Davis.  As  you  know,  our  purpose  here  today  is  to  present  our 
budget  proposal  for  fiscal  year  1996.  Because  I  was  only  confirmed 
last  May,  this  is  my  first  budget  hearing. 

First,  I  will  present  you  with  a  brief  overview  of  the  Council  and 
our  work,  particularly  our  work  during  1994  and  1995.  Next,  Mr. 
Davis  will  present  our  proposed  budget  for  1996  and  provide  you 
with  an  explanation  of  this  proposal. 

OVERVIEW  OF  THE  NATIONAL  COUNCIL  ON  DISABILITY 

NCD  is  an  independent  Federal  agency  led  by  15  members  ap- 
pointed by  the  President  and  confirmed  by  the  Senate.  Established 
in  1978,  the  Council  was  designated  as  an  independent  agency  in 
1984,  so  that  it  might  be  in  a  unique  position  to  offer  objective  and 
independent  expert  advice  to  the  Congress  and  the  Administration. 
Our  authorizing  legislation,  the  Rehabilitation  Act,  provides  a  very 
broad  mandate  covering  all  aspects  of  disability  policy. 

The  Council  is  committed  to  the  furtherance  of  policies  that  en- 
sure the  inclusion  and  empowerment  and  economic  self-sufficiency 
of  people  with  disabilities.  NCD  is  the  only  Federal  agency  charged 
with  analyzing  and  making  recommendations  on  issues  of  public 
policy  which  affect  people  with  disabilities  regardless  of  age,  dis- 
ability type,  perceived  employment  potential,  economic  need,  spe- 
cific functional  ability,  status  as  a  veteran,  or  other  individual  cir- 
cumstance. NCD  is  dedicated  to  independent  living,  community  in- 
tegration and  employment  opportunities  for  people  with  disabil- 
ities. 

Our  current  goals  are,  one,  monitoring  of  the  implementation  of 
existing  Federal  laws  which  impact  on  the  quality  of  life  experi- 
enced by  people  with  disabilities,  such  as  the  ADA,  the  Individuals 
with  Disabilities  Education  Act,  referred  to  as  IDEA,  and  the  Reha- 
bilitation Act  amendments. 

Two,  improving  communication  with  the  disability  community  to 
ensure  that  people  with  disabilities  know  about  available  programs 
and  services  and  have  a  voice  in  making  these  programs  and  serv- 
ices more  responsive  to  their  needs. 

Three,  ensuring  that  programs,  services  and  benefits  for  people 
with  disabilities  are  accessible  to  minorities  and  people  living  in 
poor  and  rural  areas  of  the  country,  and  ensuring  that  our  own  ac- 
tivities are  consistent  and  responsive  to  the  needs  of  these  popu- 
lations. 

Four,  continued  identification  of  and  response  to  emerging  issues 
that  affect  people  with  disabilities,  such  as  the  National  Informa- 
tion Infrastructure  and  the  disability  aspects  of  the  current  re-ex- 
amination of  Government  programs  by  Congress  and  the  Adminis- 
tration. 

Five,  re-examination  of  existing  disability  policy  to  identify  ineffi- 
ciencies, duplications,  conflicts  and  gaps,  and  to  make  rec- 
ommendations for  improvement. 

And  six,  continued  development  of  strategies  to  improve  the  edu- 
cational achievements  and  employment  opportunities  for  people 
with  disabilities. 
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MAJOR  ACCOMPLISHMENTS  DURING  FY  1994 

The  Council  meets  quarterly  in  Washington  and  other  sites 
around  the  country.  During  1994,  NCD  was  engaged  in  a  wide  vari- 
ety of  activities,  including  conducting  town  meetings  and  hearings 
throughout  the  country  and  representing  people  with  disabilities  on 
Federal  advisory  boards,  task  forces,  in  international  forums,  in  the 
media,  and  with  business  leaders. 

During  1994,  NCD  conducted  five  town  meetings  across  the  Unit- 
ed States  in  order  to  provide  persons  with  disabilities  an  oppor- 
tunity to  express  their  views  on  various  proposals  for  health  care 
reform  which  were  being  considered  by  the  103rd  Congress.  We  is- 
sued a  report,  "Making  Health  Care  Reform  Work  for  Americans 
With  Disabilities,"  on  July  27,  1994. 

The  Council  also  sponsored  an  ADA  Watch  Roundtable  which 
brought  together  disability  leaders  and  advocates  to  discuss  ADA 
implementation  efforts  around  the  country.  A  report  entitled  "The 
ADA:  Ensuring  Equal  Access  to  the  American  Dream,"  was  re- 
leased on  January  26,  1995. 

Fiscal  year  1994  also  saw  the  Council  continuing  in  its  role  as 
broker  between  citizens  with  disabilities  in  their  local  communities 
and  large  governmental  agencies.  An  example  of  this  was  found  in 
our  communication  with  the  Health  Care  Financing  Administration 
(HCFA)  regarding  a  Notice  of  Proposed  Rulemaking  governing  the 
reimbursement  for  medical  rehabilitation  services  required  by  peo- 
ple with  disabilities. 

As  a  result  of  significant  concern  at  the  local  level  that  this  pro- 
posed rule  would  serve  as  a  barrier  to  home  and  community-based 
living  for  people  with  disabilities,  we  requested  that  the  proposed 
rule  be  withdrawn.  HCFA  subsequently  withdrew  the  proposed 
rule. 

In  the  area  of  research,  NCD  continued  its  study  of  inclusionary 
education,  working  with  the  Education  Development  Center  and 
the  Pathways  Awareness  Foundation  to  produce  a  report  entitled, 
"A  System  Apart:  A  Study  of  the  Implementation  of  the  Least  Re- 
strictive Environment  Provisions  of  IDEA  in  Massachusetts  and  Il- 
linois." This  report  will  be  reinforced  by  the  publication  of  a  com- 
panion study  on  educational 

Mr.  Porter.  I'm  sorry  to  interrupt  you,  I'm  going  to  have  to  go 
vote.  So  the  subcommittee  will  have  to  stand  in  recess  until  I  can 
return.  I'm  sorry. 

[Recess.] 

Mr.  Porter.  The  subcommittee  will  come  to  order. 

Ms.  Bristo,  please  proceed.  They  are  threatening  another  vote. 

Ms.  Bristo.  Okay,  perhaps  we  can  abbreviate  our  testimony,  Mr. 
Chairman. 

Mr.  Porter.  No,  it's  fine.  I  have  questions  in  any  case. 

Ms.  Bristo.  Okay.  During  fiscal  year  1994,  NCD  provided  formal 
testimony  to  the  Congress  on  the  reauthorization  of  IDEA,  the 
1995  budget  request  of  NCD,  and  the  need  to  forward  human 
rights  of  people  with  disabilities  on  an  international  basis.  Finally, 
during  fiscal  year  1994,  NCD  also  responded  to  thousands  of  tele- 
phone and  written  inquiries  on  disability  policies  and  services. 
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CURRENT  AND  PLANNED  ACTIVITIES 

Thus  far,  during  fiscal  year  1995,  the  members  and  staff  of  the 
National  Council  on  Disability  have  been  involved  in  a  wide  variety 
of  policy  research,  interagency  liaison  and  outreach  activities.  Our 
current  policy  research  activities  include  the  following  areas:  devel- 
opment of  consumer-based  recommendations  for  the  improvement 
of  IDEA;  determination  of  appropriate  methods  by  which  individ- 
uals with  disabilities  might  effective  access  the  "information  super- 
highway;" and  catalog  practical  methods  of  implementing  the  ADA. 

All  of  these  activities  involve  the  full  participation  of  people  with 
disabilities  from  all  across  the  country.  We  are  also  planning  an  in- 
tensive examination  of  current  disability  policy  across  all  areas  of 
the  Federal  Government,  to  determine  the  effectiveness  of  these 
policies  and  to  set  priorities  for  the  improvement  of  these  policies 
over  the  next  several  years. 

I  would  now  like  to  ask  Mr.  Speed  Davis  to  present  our  fiscal 
year  1996  budget  request. 

BUDGET  REQUEST  FOR  FY  1995 

Mr.  Davis.  Thank  you,  Ms.  Bristo. 

Good  afternoon  Mr.  Chairman  and  Members  of  the  subcommit- 
tee. 

As  you  know,  the  President's  fiscal  year  1996  budget  request  is 
$1,830,000  for  the  National  Council  on  Disability.  Our  fiscal  year 
1996  request  for  funding  represents  modest  increase  of  $37,000  in 
a  few  line  items.  This,  in  spite  of  the  fact  that  in  fiscal  year  1996 
we  are  proposing  to  undertake  major  and  important  initiatives  de- 
signed to  markedly  improve  disability  policy  in  this  country. 

NCD  has  historically  operated  in  a  cost-effective  manner,  with  a 
small  core  staff,  to  identify  issues  and  coordinate  research  projects. 
Much  of  our  actual  policy  research  is  privatized  through  the  use  of 
external  contracts.  The  Council  considers  findings  of  this  independ- 
ent research  and  develops  recommendation  to  the  President  and 
Congress  based  on  this  research. 

These  reports  here  on  the  desk  have  been  distributed  to  the  com- 
mittee members  and  are  illustrative  samples  of  our  work. 

I'd  like  to  depart  from  my  printed  text  here,  and  state  that  for 
$37,000,  we  probably  don't  need  to  go  into  a  lot  of  detail  on  line 
items.  Most  of  that  money  is  for  personnel  cost  increases,  step  in- 
creases, and  expected  cost  of  living  increases.  I  would  like  to  sub- 
mit that  at  this  point,  Ms.  Bristo  and  myself  are  still  fairly  new 
with  the  Council,  and  we  are  in  fact  revisiting  the  budget  and  its 
internal  structure. 

One  of  our  goals  here  is  to  reduce  the  administrative  expenses 
wherever  possible  so  we  can  drop  that  money  down  to  the  other 
services  category,  which  is  a  category  we  use  to  fund  our  research 
projects.  So  we  are  hoping  to  be  able  to  increase  that  money 
through  internal  savings,  rather  than  asking  for  additional  funds 
from  the  Congress  and  from  the  taxpayers. 

Now,  I'll  turn  it  back  to  Ms.  Bristo. 
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CUSTOMER  SATISFACTION  QUESTIONNAIRE 

Ms.  Bristo.  NCD  recently  commissioned  a  national  customer  sat- 
isfaction questionnaire  to  provide  us  with  feedback  on  our  activities 
from  the  ultimate  consumers  of  all  our  efforts,  people  with  disabil- 
ities themselves.  Questions  included  whether  the  mission  could  be 
accomplished  as  well  or  better  without  Federal  involvement,  how 
to  cut  costs  or  improve  performance  through  competition,  and  ways 
to  put  customers  first,  cut  red  tape  and  empower  employees. 

The  respondents  were  nearly  unanimous  in  supporting  NCD's 
role  in  policy  development.  In  particular,  they  endorsed  NCD's 
unique  role  in  the  Federal  Government  as  an  independent  voice.  In 
addition,  respondents  also  approved  NCD's  role  in  monitoring  and 
commenting  on  pending  legislation  when  it  relates  to  disability  pol- 
icy. Strong  support  was  also  voiced  for  NCD's  role  in  communicat- 
ing with  the  Congress  and  Federal  officials  on  matters  of  interest 
to  individuals  with  disabilities. 

Other  functions  of  NCD,  such  as  meeting  with  consumers  to 
gather  input  on  disability  policy  issues  and  representing  the  inter- 
ests of  people  with  disabilities  on  various  Federal  advisory  boards 
and  task  forces  were  also  rated  very  highly.  In  short,  the  survey 
validated  NCD's  role  within  the  Federal  Government  and  the  proc- 
esses by  which  it  accomplishes  this  work  and  strongly  supported 
the  strengthening  of  our  efforts  in  these  areas.  It  is  our  hope  that 
you  will  provide  us  with  the  resources  to  respond  to  this  call  and 
to  work  together  to  improve  the  quality  of  life  experienced  by  peo- 
ple with  disabilities. 

Conclusion 

We  are  truly  excited  about  our  planned  activities  for  fiscal  year 
1996.  We  will,  of  course,  continue  to  provide  the  President  and  the 
Congress  with  timely  information  and  advice  on  the  most  pressing 
issues  facing  Americans  with  disabilities.  We  want  you  and  the 
public  to  know  that  we  continue  to  be  here  to  serve  you,  and  we 
pledge  to  do  everything  humanly  possible  to  make  sure  that  we 
serve  you  in  a  timely  manner. 

In  this  regard,  I  invite  all  of  you  and  your  staff  to  contact  the 
Council  at  any  time  if  you  need  information  regarding  issues  affect- 
ing people  with  disabilities,  assistance  in  appropriate  terminology 
in  speech  development,  and  providing  background  information  for 
responses  to  constituent  letters  and  the  like. 

Finally,  let  me  state  that  the  Council's  overall  mission  is  to  pro- 
pose policy  that  will  allow  persons  with  disabilities  to  be  independ- 
ent, productive,  taxpaying  citizens  who  are  valued  and  equal  mem- 
bers of  their  families  and  communities  as  they  wish  to  be.  We  ask 
that  you  provide  us  the  basic  resources  we  need  in  order  to  achieve 
this  important  mission. 

Thank  you  for  your  attentiveness  and  your  serious  consideration 
of  our  budget  request,  and  we'll  take  any  questions  that  you  might 
have. 

[The  prepared  statement  and  biography  of  Marca  Bristo  follow:] 
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Introduction.     Good  afternoon.   My  name  is  Marca  Bristo  and  I  serve  as  Chairperson  or  the 
National  Council  on  Disability.   With  me  this  afternoon  is  Speed  Davis,  Acting  Executive 
Director  of  the  Council.  As  you  know,  our  purpose  here  today  is  to  present  our  budget 
proposal  for  Fiscal  Year  (FY)  1996.   Because  I  was  only  confirmed  last  May,  this  is  my  first 
budget  hearing.   First,  I  will  present  you  with  a  brief  overview  of  the  Council  and  its  work, 
particularly  our  work  during  FY  1994  and  FY  1995.   Next,  Mr.  Davis  will  present  our 
proposed  budget  for  FY  1996  and  provide  you  with  an  explanation  of  this  proposal.    Finally, 
I  will  make  a  few  closing  remarks  and  then  we  will  welcome  any  questions  you  might  have. 
If  this  is  acceptable  to  the  Committee  members,  we  will  proceed. 

Overview  of  the  National  Council  on  Disability.  The  National  Council  on  Disability  is  an 
independent  federal  agency  led  by  IS  members  appointed  by  the  President  and  confirmed  by 
the  Senate.     Established  in  1978,  the  National  Council  was  designated  as  an  independent 
agency  in  1984,  so  that  it  might  be  in  a  unique  position  to  offer  objective  and  independent 
expert  advice  to  the  Congress  and  the  Administration.   Our  authorizing  legislation,  the 
Rehabilitation  Act,  provides  a  very  broad  mandate,  covering  all  aspects  of  disability  policy. 
The  Council  is  committed  to  the  furtherance  of  policies  that  ensure  the  inclusion, 
empowerment,  and  economic  self-sufficiency  of  people  with  disabilities.     The  National  Council 
is  the  only  federal  agency  charged  with  analyzing  and  making  recommendations  on  issues  of  public 
policy  which  affect  people  with  disabilities  regardless  of  age,  disability  type,  perceived  employment 
potential,  economic  need,  specific  Junctional  ability,  status  as  a  veteran,  or  other  individual 


645 


circumstance.   The  National  Council's  is  dedicated  to  independent  living,  community 

integration,  and  employment  opportunities  for  people  with  disabilities. 
The  current  goals  of  NCD  are: 

♦  Monitoring  the  implementation  of  existing  Federal  laws  which  impact  on  the 
quality  of  life  experienced  by  citizens  with  disabilities,  such  as: 

►  The  Americans  with  Disabilities  Act  (ADA) 

►  The  Individuals  with  Disabilities  Education  Act  (IDEA) 

►  The  Rehabilitation  Act  of  1992 

►  The  Fair  Housing  Act  Amendments  of  1988 

♦  Improved  communication  with  the  disability  community.   This  is  needed  to 
ensure  that  people  with  disabilities  know  about  available  programs  and 
services  and  have  a  voice  in  making  these  programs  and  services  more 
responsive  to  their  needs. 

♦  To  ensure  that  programs,  services,  and  benefits  for  people  with  disabilities  are 
accessible  to  minorities  and  people  living  in  poor  and  rural  areas  of  the 
country.   It  is  also  the  NCD's  goal  to  ensure  that  its  own  activities  include  and 
respond  to  the  needs  of  these  populations. 

♦  Continued  identification  of  and  response  to  emerging  issues  that  affect  people 
with  disabilities.   Examples  of  emerging  issues  that  affect  people  with 
disabilities  include  the  National  Information  Infrastructure  (Nil),  and  the 
disability  aspects  of  the  current  re-examination  of  government  programs  by  the 
Congress  and  the  Administration. 

♦  Re-examination  of  existing  disability  policy  to  identify  inefficiencies, 
duplication,  conflicts,  and  gaps  and  to  make  recommendations  for 
improvements. 

♦  Continued  development  of  strategies  to  improve  the  educational  achievements 
and  employment  opportunities  for  individuals  with  disabilities. 

The  Council  meets  quarterly  in  Washington  and  at  other  sites  around  the  country. 

Major  Accomplishments  During  FY  1994.   During  FY  1994  NCD  was  engaged  in  a  wide 
variety  of  activities,  including  conducting  "town  meetings"  and  hearings  throughout  the 
country,  and  representing  people  with  disabilities  on  Federal  advisory  boards,  task  forces,  in 
international  forums,  in  the  media,  and  with  business  leaders. 
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During  FY  1994,  NCD  conducted  five  "town  meetings"  across  the  United  States  in  order  to 
provide  persons  with  disabilities  with  an  opportunity  to  express  their  views  on  the  various 
proposals  for  health  care  reform  which  were  being  considered  by  the  103rd  Congress.   The 
Council  issued  its  report,  Making  Health  Care  Reform  Work  for  Americans  with  Disabilities,  on 
July  27,  1994.   NCD  also  sponsored  an  ADA  Watch  Roundtable  which  brought  together 
disability  leaders  and  advocates  to  discuss  ADA  implementation  efforts  around  the  country. 
Federal,  State  and  local  officials  also  participated  in  these  discussions.  A  report  entitled, 
The  Americans  with  Disabilities  Act:  Ensuring  Equal  Access  to  the  American  Dream  was  released 
on  January  26,  1995. 

FY  1994  also  saw  the  Council  continuing  in  its  role  as  a  broker  between  citizens  with 
disabilities  in  their  local  communities  and  large  government  agencies.  An  example  of  this 
were  found  in  our  communication  with  the  Health  Care  Financing  Administration  (HCFA) 
regarding  a  Notice  of  Proposed  Rulemaking  governing  the  reimbursement  for  medical 
rehabilitation  services  required  by  people  with  disabilities.  As  a  result  of  significant  concern 
at  the  local  level  that  this  Proposed  Rule  would  serve  as  a  barrier  to  home  and  community- 
based  living  for  people  with  disabilities,  we  requested  that  the  Proposed  Rule  be  withdrawn. 
HCFA  subsequently  withdrew  the  Proposed  Rule. 

In  the  area  of  research,  NCD  continued  its  study  of  inclusionary  education,  working  with  the 
Education  Development  Center  and  the  Pathways  Awareness  Foundation  to  produce  A 
System  Apart:  A  Study  of  the  Least  Restrictive  Environment  Provisions  of  IDEA  in  Massachusetts 
and  Illinois.  This  report  will  be  reinforced  by  the  publication  of  a  companion  study  on 
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educational  inclusion,  entitled,  Inclusionary  Education  for  Students  with  Disabilities:  Keeping  the 
Promise,  during  FY  1995.   NCD  also  began  planning  a  series  of  field  hearings  on  the 
implementation  of  the  Individuals  with  Disabilities  Education  Act  (IDEA),  and  through  its 
contract  with  the  Beach  Center  on  Families  and  Disability,  commissioned  the  production  of 
27  papers  written  by  nationally  prominent  researchers  and  teacher  trainers  on  the 
reauthorization  of  IDEA. 

We  also  supported  research  on  the  impact  of  health  care  reform  on  persons  with  disabilities 
and  on  the  application  of  the  ADA  for  persons  with  cognitive  impairments.   Finally,  NCD 
contracted  with  the  National  Institute  on  Disability  and  Rehabilitation  Research  (NIDRR)  to 
initiate  work  in  three  new  priority  areas:   ensuring  access  to  the  information  superhighway 
for  Americans  with  disabilities;  the  status  of  Federally  assisted/sponsored  policies  and 
practices  targeted  to  increase  the  participation  of  people  with  disabilities  from  diverse 
backgrounds  in  community  service  and  educational  programs;  and  the  impact  of  United 
States  foreign  policy  on  the  status  of  people  with  disabilities  abroad. 

During  FY  1994,  NCD  provided  formal  testimony  to  the  Congress  on  the  reauthorization  of 
IDEA,  the  FY  1995  Budget  Request  or  the  National  Council  on  Disability,  and  the  need  to 
forward  human  rights  of  people  with  disabilities  on  an  international  basis. 

Finally,  during  FY  1994  NCD  also  responded  to  thousands  of  telephone  and  written 
inquiries  on  disability  policies  and  services. 

Current  and  Planned  Activities.  Thus  far  during  FY  1995,  the  Members  and  staff  of  the 
National  Council  on  Disability  have  been  involved  in  a  wide  variety  of  policy  research, 
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interagency  liaison,  and  outreach  activities.   Our  current  policy  research  activities  include 
the  following  areas:   development  of  consumer-based  recommendations  for  the  improvement 
of  the  Individuals  with  Disabilities  Education  Act;  determination  of  appropriate  methods  by 
which  individuals  with  disabilities  might  effectively  access  the  "information  superhighway", 
and  cataloging  practical  methods  of  implementing  the  Americans  with  Disabilities  Act.  All 
of  these  activities  involve  the  full  participation  of  people  with  disabilities  from  all  across  the 
country.   We  are  also  planning  an  intensive  examination  of  current  disability  policy  across 
all  areas  of  the  Federal  government,  to  determine  the  effectiveness  of  these  policies,  and  to 
set  priorities  for  the  improvement  of  these  policies  over  the  next  several  years. 

I  would  now  like  to  ask  Mr.  Speed  Davis,  Acting  Executive  Director  of  the  Council,  to 
present  our  FY  1996  budget  request. 

Budget  Request  for  FY  1995.   Thank  you,  Ms.  Bristo.    Good  morning,  Mr.  Chairman  and 
Members  of  the  Subcommittee.   As  you  know,  the  President's  FY  1996  Budget  requested 
$1,830,000  for  the  National  Council  on  Disability.   Our  FY  1996  request  for  funding 
represents  only  modest  increase  in  a  few  line  items.   This,  in  spite  of  the  fact  that  in  FY 
1996  we  are  proposing  to  undertake  major  and  important  initiatives  designed  to  markedly 
improve  disability  policy  in  this  country.    NCD  has  historically  operated  in  a  cost-effective 
manner,  with  a  small  core  staff  to  identify  issues  and  coordinate  research  projects.   Much  of 
our  actual  policy  research  is  privatized  through  external  contracts.  The  Council  then 
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considers  the  findings  of  this  research  and  develops  recommendations  to  the  President  and 
Congress  based  on  this  independent  research. 

I  will  be  describing  several  modifications  to  our  original  request  as  a  result  of  our  FY  1995 
final  appropriation  being  $50,000  higher  than  the  estimate  shown  in  our  OMB  submission. 
That  increase  allows  us  to  reduce  requested  increases  for  some  accounts  in  FY  1996.  I  will 
highlight  the  line  item  changes  we  are  proposing.    Our  FY  1996  request  represents  an 
increase  of  only  $37,000  over  FY  1995. 

Personnel.   We  are  requesting  an  increase  in  our  Total  Personnel  Compensation  line  of 
$12,000,  a  reduction  from  our  original  request  of  $34,581.   This  is  to  accommodate  regular 
step  increases  for  Council  staff  and  also  reflects  the  one  FTE  we  reassigned  under  the 
Rehabilitation  Act  Technical  Amendments  of  1993  (P.L.  103-73). 

Civilian  Personnel  Benefits.  We  are  requesting  an  increase  of  $5,000,  reduced  from  $19,000, 
to  cover  anticipated  increases  in  benefits.  These  are  proportionally  determined  based  on 
anticipated  salary  outlays. 

Rental  Payments.  We  are  requesting  a  total  increase  of  $3,000,  instead  of  5,000,  in  order  to 
meet  our  lease  obligations  in  this  area. 

Other  Services.   We  are  proposing  an  increase  of  $13,000,  down  from  $22,000,  in  this 
category  in  order  to  improve  our  outreach  to  the  customers  of  our  services  (people  with 
disabilities  and  their  families)  and  to  support  follow-up  activities  from  our  national 
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disability  policy  review.   This  line  item  supports  our  external  research  and  contractual 
services,  our  support  services  contract  with  the  General  Services  Administration,  and 
reasonable  accommodation  expenses  associated  with  the  provision  of  readers,  interpreters, 
and  attendants  who  support  the  participation  of  people  with  disabilities  at  our  meetings  and 
hearings,  as  well  as  training  for  staff  in  order  to  improve  their  technical  skills,  particularly 
as  they  relate  to  office  automation.  The  NCD  believes  that  it  should  operate  as  a  model 
agency  in  providing  reasonable  accommodation  to  its  members  and  employees,  and  in  the 
manner  in  which  it  conducts  its  public  meetings  and  publishes  its  reports. 

Supplies  and  Materials/Equipment.  During  FY  1996,  we  are  proposing  an  increase  of  $4,000 
instead  of  $6,000  in  this  area,  in  order  to  allow  for  the  purchase  of  necessary  office  supplies 
and  materials  as  well  as  necessary  software  and  minor  maintenance  of  our  computer  system. 
This  slight  increase  is  occasioned  by  the  fact  that  last  year  we  requested  a  reduction  in  this 
line  item  in  order  to  allow  us  to  use  up  previously  purchased  materials.  This  slight  increase 
represents  a  "balancing  off"  of  our  needs  in  this  area. 

During  FY  1996,  the  National  Council  on  Disability  will  continue  its  interagency  policy 
liaison  activities  with  the  National  Institute  on  Disability  and  Rehabilitation  Research,  the 
Rehabilitation  Services  Administration,  the  Office  for  Special  Education  and  Rehabilitative 
Services,  the  President's  Committee  on  the  Employment  of  People  with  Disabilities,  and 
other  governmental  entities.   We  will  also  continue  to  increase  our  outreach  to  consumers, 
national  organizations  concerned  with  disability  policy  as  well  as  the  private  sector.   In  this 
way,  we  will  be  able  to  ensure  that  the  policy  guidance  we  provide  to  the  President  and 
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Members  of  Congress  is  truly  representative  of  the  needs  and  aspirations  of  people  with 

disabilities. 

Chairperson  Bristo  will  now  conclude  our  presentation. 

Conclusion.   Thank  you,  Mr.  Davis.   I  hope  you  understand  that  these  modest  increases 
represent  the  costs  of  doing  business  as  a  very  small  agency.  We  are  proposing  these 
investments  in  order  to  ensure  that  our  work  continues  to  support  the  inclusion 
empowerment,  and  economic  self-sufficiency  of  citizens  with  disabilities. 

The  National  Council  recently  commissioned  a  national  customer  satisfaction  questionnaire 
to  provide  us  with  feedback  on  our  activities  from  the  ultimate  consumers  of  all  of  our 
efforts:   people  with  disabilities  themselves.   Questions  included  whether  the  mission  could 
be  accomplished  as  well  or  better  without  Federal  involvement;  how  to  cut  costs  or  improve 
performance  through  competition;  and  ways  to  put  customers  first,  cut  red  tape,  and 
empower  employees.   The  respondents  were  nearly  unanimous  in  supporting  NCD's  role  in 
policy  development.   In  particular,  they  endorsed  NCD's  unique  role  in  the  federal 
government  as  an  independent  voice.   In  addition,  respondents  also  approved  NCD's  role  in 
monitoring  and  commenting  on  pending  legislation  when  it  relates  to  disability  policy. 
Strong  support  was  also  voiced  for  NCD's  role  in  communicating  with  the  Congress  and 
Federal  officials  on  matters  of  interest  to  individuals  with  disabilities.   Other  functions  of 
NCD  such  as  meeting  with  consumers  to  gather  input  on  disability  policy  issues  and 
representing  the  interests  of  people  with  disabilities  on  various  Federal  advisory  boards  and 
task  forces  were  also  rated  very  highly.   In  short,  the  survey  validated  NCD's  role  within  the 
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Federal  government  and  the  processes  by  which  it  accomplishes  this  work  and  strongly 
supported  the  strengthening  of  our  efforts  in  all  of  these  areas.   It  is  our  hope  that  you  will 
provide  us  with  the  resources  to  respond  to  this  call  and  to  work  together  to  improve  the 
quality  of  life  experienced  by  people  with  disabilities. 

We  are  truly  excited  about  our  planned  activities  for  FY  1996.  We  will,  of  course,  continue 
to  provide  the  President  and  the  Congress  with  timely  information  and  advice  on  the  most 
pressing  issues  facing  Americans  with  disabilities.    We  want  you  and  the  public  to  know 
that  we  continue  to  be  here  to  serve  you,  and  we  pledge  to  do  everything  humanly  possible  to 
make  sure  that  we  serve  you  well  in  a  timely  manner.   In  this  regard,  I  invite  all  of  you  and 
your  staff  to  contact  the  Council  at  any  time  if  you  need  information  regarding  issues 
affecting  people  with  disabilities,  or  even  for  assistance  in  using  appropriate  terminology  in 
a  speech,  providing  background  information  for  responses  to  constituent  letters,  and  the 
like. 

Finally,  let  me  state  that  the  Council's  overall  mission  is  to  propose  policy  that  will  allow 
persons  with  disabilities  to  be  independent,  productive,  tax-paying  citizens,  who  are  valued 
and  equal  members  of  their  families  and  communities,  as  they  wish  to  be.  We  ask  that  you 
provide  us  the  basic  resources  we  need  in  order  to  achieve  this  important  mission.   Thank 
you  for  your  attentiveness  and  your  serious  consideration  of  our  FY  1996  budget  request. 
We  would  welcome  any  questions  you  might  have. 
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APPENDIX  A 

BIOGRAPHICAL  INFORMATION  ON  WITNESSES 

Marca  Bristo,  Chairperson 
National  Council  on  Disability 

Marca  Bristo  of  Chicago,  Illinois,  was  selected  by  President  Clinton  to  be  the  first  person 
with  a  disability  to  become  Chairperson  of  the  National  Council  on  Disability.   She  was 
confirmed  by  the  U.S.  Senate  on  May  12,  1994.   Ms.  Bristo  is  also  President  and  CEO  of 
Access  Living  of  Metropolitan  Chicago. 

Ms.  Bristo  directed  Access  Living  of  Metropolitan  Chicago  through  its  initial  period  of 
affiliation  with  the  Rehabilitation  Institute  of  Chicago  and  into  full  autonomy  in  1987. 
Access  Living  is  Chicago's  only  non-residential  Center  for  Independent  Living  (CIL)  for 
people  with  disabilities.   Ms.  Bristo  also  co-founded  and  served  a  two-term  presidency  for 
the  National  Council  on  Independent  Living,  and  was  one  of  the  task  force  members  who 
crafted  the  Americans  with  Disabilities  Act. 

She  is  the  recipient  of  numerous  awards  and  honors  including  the  1993  Henry  B.  Betts 
Award,  the  Distinguished  Service  Award  of  the  President  of  the  United  States  and  the  1993 
Executive  of  the  Year  Award  from  the  United  Way  of  Chicago.    She  has  assisted  in  writing 
and  modifying  city,  state  and  national  legislation  prohibiting  rights  violations. 

Bristo,  who  holds  a  Bachelor  of  Arts  degree  from  Beloit  College  and  a  Bachelor  of  Science 
degree  from  Rush  College  of  Nursing,  lives  in  Chicago  with  her  husband  Bob  Kettlewell  and 
two  children. 


654 


Speed  Davis,  Acting  Executive  Director 
National  Council  on  Disability 

Speed  Davis  comes  to  NCD  directly  from  the  Massachusetts  Office  on  Disability,  where  he 
began  as  the  Assistant  Director  in  1987,  quickly  making  his  way  to  the  Deputy  Director's  job 
in  1989,  and  finally  becoming  the  Director  in  1991. 

He  formerly  served  as  the  National  Director  of  Program  Operations  at  the  National  Spinal 
Cord  Injury  Association;  Claims  Representative  at  the  Social  Security  Administration  in  St. 
Louis;  Employment  Technician  at  the  Missouri  Division  of  Employment  Security  in  Kansas 
City;  and  County  Director  at  the  Central  Missouri  Counties/Human  Development 
Corporation. 

For  more  than  20  years,  Mr.  Davis  has  played  a  strong  leadership  role  in  advocacy  activities 
on  behalf  of  people  with  a  wide  range  of  disabilities.   He  has  worked  with  public  officials 
and  private  citizens  to  improve  the  status  of  people  with  disabilities  in  the  areas  of  civil 
rights,  physical  accessibility,  employment,  and  transportation. 

Mr.  Davis  is  a  nationally  recognized  expert  on  housing  rights  of  people  with  disabilities,  and 
is  well  known  for  his  expertise  on  the  implementation  of  the  Americans  with  Disabilities  Act. 
He  has  also  served  as  a  Member  of  the  Massachusetts  Rehabilitation  Commission  Statewide 
Advisory  Council,  and  the  Massachusetts  Architectural  Access  Board.  Mr.  Davis  was  the 
Vice-Chairman  of  the  coalition  that  caused  the  local  bus  system  to  be  the  first  in  the  nation 
to  place  lift-equipped  buses  in  service. 
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APPENDIX  B 
PUBLICATIONS  OF  THE  NATIONAL  COUNCIL  ON  DISABILITY 

The  Americans  with  Disabilities  Act:  Ensuring  Equal  Access  to  the  American  Dream 
(1995) 

Inclusionary  Education  for  Students  with  Disabilities:  Keeping  tlie  Promise  (1994) 

Making  Health  Care  Reform  Work  for  Americans  with  Disabilities.   Summary  Information 
on  Five  "Town  Meetings"  on  Health  Care  Reform:  A  Report  to  the  President  and  the 
Congress  of  the  United  States  (1994) 

Furthering  the  Goals  of  the  Americans  with  Disabilities  Act  Through  Disability  Policy 
Research  in  the  1990s:  Summary  of  Proceedings  (1993) 

ADA  Watch  —  Year  One:  A  Report  to  the  President  and  the  Congress  on  Progress  in 
Implementing  the  Americans  with  Disabilities  Act  (1993) 

Meeting  the  Unique  Needs  of  Minorities  with  Disabilities:  A  Report  to  the  President  and  the 
Congress  (1993) 

Serving  the  Nation's  Students  with  Disabilities:  Progress  and  Prospects.   A  Report  to  the 
President  and  the  Congress  (1993) 

Sharing  the  Risk  and  Ensuring  Independence:  A  Disability  Perspective  on  Access  to  Health 
Insurance  and  Health-Related  Services.   A  Report  to  the  President  and  the  Congress  (1993) 

Study  on  the  Financing  Assistive  Technology  Devices  and  Services  for  Individuals  with 
Disabilities:  A  Report  to  the  President  and  the  Congress  (1993) 

Wilderness  Accessibility  for  People  with  Disabilities:  A  Report  to  the  President  and  the 
Congress  of  the  United  States  on  Section  507(a)  of  the  Americans  with  Disabilities  Act 
(1992) 

The  Impact  of  Exemplary  Technology- Support  Programs  on  Students  With  Disabilities 
(1991) 

The  Education  of  Students  with  Disabilities:  Where  Do  We  Stand?  A  Report  to  the 
President  and  the  Congress  of  the  United  States  (1989) 

On  the  Threshold  of  Independence:  A  Report  to  the  President  and  to  the  Congress  of  the 
United  States  (1988) 

Toward  Independence:  An  Assessment  of  Federal  Laws  and  Programs  Affecting  Persons 
with  Disabilities  —  With  Legislative  Recommendations  (1986) 
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APPENDIX  C 
A  BRIEF  DESCRIPTION  OF  THE  NATIONAL  COUNCIL  ON  DISABILITY 

Overview  and  Purpose 

NCD  is  an  independent  federal  agency  led  by  15  members  appointed  by  the  President  of  the 
United  States  and  confirmed  by  the  U.S.  Senate. 

The  overall  purpose  of  NCD  is  to  promote  policies,  programs,  practices,  and  procedures  that 
guarantee  equal  opportunity  for  all  individuals  with  disabilities,  regardless  of  the  nature  or 
severity  of  the  disability;  and  to  empower  individuals  with  disabilities  to  achieve  economic 
self  sufficiency,  independent  living,  and  inclusion  and  integration  into  all  aspects  of  society. 

Specific  Duties 

The  current  statutory  mandate  of  NCD  includes  the  following: 

•  Reviewing  and  evaluating,  on  a  continuing  basis,  policies,  programs,  practices,  and 
procedures  concerning  individuals  with  disabilities  conducted  or  assisted  by  Federal 
departments  and  agencies,  including  programs  established  or  assisted  under  the 
Rehabilitation  Act  of  1973,  as  amended,  or  under  the  Developmental  Disabilities 
Assistance  and  Bill  of  Rights  Act;  and  all  statutes  and  regulations  pertaining  to 
Federal  programs  which  assist  such  individuals  with  disabilities  in  order  to  assess  the 
effectiveness  of  such  policies,  programs,  practices,  procedures,  statutes,  and 
regulations  in  meeting  the  needs  of  individuals  with  disabilities; 

•  Reviewing  and  evaluating,  on  a  continuing  basis,  new  and  emerging  disability  policy 
issues  affecting  individuals  with  disabilities  at  the  Federal,  State,  and  local  levels,  and 
in  the  private  sector,  including  the  need  for  and  coordination  of  adult  services,  access 
to  personal  assistance  services,  school  reform  efforts  and  the  impact  of  such  efforts 
on  individuals  with  disabilities,  access  for  health  care,  and  policies  that  operate  as 
disincentives  for  the  individuals  to  seek  and  retain  employment. 

•  Making  recommendations  to  the  President,  the  Congress,  the  Secretary  of  Education, 
the  Director  of  the  National  Institute  on  Disability  and  Rehabilitation  Research,  and 
other  officials  of  Federal  agencies,  respecting  ways  to  better  promote  equal 
opportunity,  economic  self-sufficiency,  independent  living,  and  inclusion  and 
integration  into  all  aspects  of  society  for  Americans  with  disabilities. 

•  Providing  the  Congress,  on  a  continuing  basis,  advice,  recommendations,  legislative 
proposals,  and  any  additional  information  which  the  Council  or  the  Congress  deems 
appropriate; 

•  Gathering  information  about  the  implementation,  effectiveness,  and  impact  of  the 
Americans  with  Disabilities  Act  of  1990  (42  U.S.C.  12101  et  seq.); 

•  Advising  the  President,  the  Congress,  the  Commissioner  of  the  Rehabilitation  Services 
Administration,  the  Assistant  Secretary  for  Special  Education  and  Rehabilitative 
Services  within  the  Department  of  Education,  and  the  Director  of  the  National 


657 


Institute  on  Disability  and  Rehabilitation  Research  on  the  development  of  the 
programs  to  be  carried  out  under  the  Rehabilitation  Act  of  1973,  as  amended; 

Providing  advice  to  the  Commissioner  with  respect  to  the  policies  of  and  conduct  of 
the  Rehabilitation  Services  Administration; 

Making  recommendations  to  the  Director  of  the  National  Institute  on  Disability  and 
Rehabilitation  Research  on  ways  to  improve  research,  service,  administration,  and  the 
collection,  dissemination,  and  implementation  of  research  findings  affecting  persons 
with  disabilities; 

Providing  advice  regarding  priorities  for  the  activities  of  the  Interagency  Disability 
Coordinating  Council  and  reviewing  the  recommendations  of  such  Council  for 
legislative  and  administrative  changes  to  ensure  that  such  recommendations  are 
consistent  with  the  purposes  or  the  Council  to  promote  the  full  integration, 
independence,  and  productivity  of  individuals  with  disabilities; 

Preparing  and  submitting  to  the  President  and  the  Congress  a  report  entitled  National 
Disability  Policy:  A  Progress  Report  on  an  annual  basis;  and 

Preparing  and  submitting  to  the  Congress  and  the  President  a  report  containing  a 
of  the  activities  and  accomplishments  of  the  Council  on  an  annual  basis. 


Consumers  Served  and  Current  activities 

While  many  government  agencies  deal  with  issues  and  programs  affecting  people  with 
disabilities,  NCD  is  the  only  federal  agency  charged  with  addressing,  analyzing,  and  making 
recommendations  on  issues  of  public  policy  which  affect  people  with  disabilities  regardless  of 
age,  disability  type,  perceived  employment  potential,  economic  need,  specific  functional 
ability,  status  as  a  veteran,  or  other  individual  circumstance.   NCD  recognizes  its  unique 
opportunity  to  facilitate  independent  living,  community  integration,  and  employment 
opportunities  for  people  with  disabilities  by  assuring  an  informed  and  coordinated  approach 
to  addressing  the  concerns  of  persons  with  disabilities  and  eliminating  barriers  to  their 
active  participation  in  community  and  family  life. 

NCD  plays  a  major  role  in  developing  disability  policy  in  America.    In  fact,  it  was  the 
Council  that  originally  proposed  what  eventually  became  the  Americans  with  Disabilities  Act 
of  1990.    Our  present  list  of  key  issues  includes  monitoring  the  implementation  of  the 
Americans  with  Disabilities  Act,  improving  the  delivery  of  educational  services  to  children 
and  youth  with  disabilities  in  high  quality,  integrated  schools,  the  development  of  a 
comprehensive  approach  to  the  delivery  of  personal  assistance  services,  health  care  reform, 
equal  employment  opportunity,  community  housing,  improving  assistive  technology,  and 
ensuring  that  persons  with  disabilities  who  are  members  of  minority  groups  fully  participate 
in  society. 

Statutory  History 

NCD  was  initially  established  in  1978  as  an  advisory  board  within  the  Department  of 
Education  (Public  Law  95-602).  The  Rehabilitation  Act  Amendments  of  1984  (Public  Law 
98-221)  transformed  NCD  into  an  independent  agency. 
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NCD  COORDINATION  WITH  FEDERAL  DISABILITY  AGENCIES 

Mr.  Porter.  Thank  you,  Ms.  Bristo  and  Mr.  Davis.  And  again, 
I  apologize  for  the  interruption  of  the  vote. 

You've  been  on  the  job  almost  a  year,  and  obviously  you've  been 
a  close  observer  of  how  we  organize  ourselves  in  the  Federal  Gov- 
ernment in  dealing  with  issues  affecting  persons  with  disabilities. 
We  have  the  National  Institute  on  Disability  and  Rehabilitation 
Research.  We  have  the  Rehabilitation  Services  Administration.  We 
have  the  Office  for  Special  Education  and  Rehabilitative  Services. 
We  have  the  President's  Committee  on  the  Employment  of  People 
with  Disabilities.  We  have  the  Interagency  Disability  Coordinating 
Council.  We  have  the  National  Council  on  Disability.  We  have 
these  different  agencies  spread  through  the  Departments  of  Labor, 
Health  and  Human  Services,  Education,  and  Veterans  Affairs. 

Do  we  organize  ourselves  in  a  very  good  way?  What's  your  feeling 
about  all  these  different  organizations  and  all  these  services  placed 
in  a  lot  of  different  locations? 

Ms.  Bristo.  The  simple  answer  would  be  no.  I  think  this  issue 
is  part  of  the  task  of  our  upcoming  policy  summit,  to  bring  the 
voices  of  disabled  Americans  from  around  the  country  here,  to  help 
inform  how  we  might  look  at  disability  policy  differently  and  bet- 
ter. 

However,  I  also  want  to  acknowledge  that  disability  doesn't  hap- 
pen in  one  agency  in  Government.  Disability  affects  all  aspects  of 
life.  So  to  tend  to  think  that  we  can  centralize  disability  issues  and 
solve  the  problem  misses  the  reality  as  we  live  it. 

I  think  one  of  the  important  roles  for  the  Council  is  to  highlight 
how  we  can  better  coordinate  bringing  the  perspective  of  transpor- 
tation, housing,  employment,  all  under  one  rubric  to  review  how  we 
might  do  things  better,  so  that  people  with  disabilities  have  a  more 
user-friendly  mechanism  to  access  service  and  benefits.  But  more 
importantly,  we  need  to  ensure  that  the  programs  are  all  driving 
towards  similar  goals,  as  opposed  to  the  current  system,  which 
many  times  has  built-in  barriers  to  the  goals  we  all  have  strived 
for,  mirrored  in  the  ADA,  for  example. 

Mr.  Porter.  You  coordinate  with  all  these  agencies,  do  you  not? 

Ms.  Bristo.  Yes.  We  are  in  communication  with  people  at  the 
line  level  within  different  departments.  There  are  a  variety  of  lead- 
ers who  have  emerged  into  key  positions  within  the  Administration 
which  has  facilitated  this  communication.  We  do  know  one  another, 
and  it  makes  it  easy  to  cut  through  some  of  the  administrative  red 
tape  sometimes  when  questions  emerge  that  need  clarity. 

There  are  also  other,  more  formalized  mechanisms  for  that  co- 
ordination. The  Council,  for  example,  hears  from  each  of  these 
agencies  at  most  of  its  quarterly  meetings  to  get  a  better  handle 
on  what  their  priorities  are,  and  to  help  us  create  a  dialogue  to  in- 
form their  policy  development  as  they  proceed. 

BUDGET  PROPOSAL 

Mr.  Porter.  I'm  going  to  ask  you  this  question,  because  I've 
asked  it  to  others  as  well,  and  I  think  I  know  the  answer.  The 
$37,000  represents  what,  Mr.  Davis? 

Mr.  Davis.  In  terms  of? 
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Mr.  Porter.  That's  an  increase  over  fiscal  year  1995,  it's  a  very 
small  amount  of  money. 

Mr.  Davis.  Right,  it's  less  than  a  percent. 

Mr.  Porter.  Is  it  salaries? 

Mr.  Davis.  It  is  salaries,  yes,  sir.  Salaries  and  associated  bene- 
fits. 

EXPANSION  OF  RESPONSIBILITY 

Mr.  Porter.  I  assumed  so.  Okay.  Over  the  past  10  years,  the 
budget  of  the  Council  has  more  than  doubled.  Have  your  respon- 
sibilities expanded  and  changed  over  that  period  of  time? 

Ms.  BRISTO.  Yes.  As  I  mentioned  earlier,  to  start  with,  the  Coun- 
cil was  a  part  of  a  larger  agency  initially.  And  Congress  saw  fit  at 
a  reauthorization  to  make  the  agency  an  independent  agency, 
thereby  expanding  some  of  the  associated  costs  of  doing  business 
as  an  independent  agency. 

Also,  we  have  from  time  to  time  been  given  very  specific  Con- 
gressional mandates.  Two  immediately  come  to  mind.  One  was  a 
wilderness  study  that  was  requested  by  Congress.  Second,  and  very 
importantly,  when  the  Rehab  Act  was  last  reauthorized,  we  were 
given  the  responsibility  to  monitor  the  implementation  of  the 
Americans  with  Disabilities  Act.  And  that  has  been  a  significant 
portion  of  our  work. 

STATUS  OF  COUNCIL  STAFF 

Mr.  Porter.  You've  been  Chairperson  of  the  Commission  for  the 
last  year.  And  Mr.  Davis  is  the  Acting  Executive  Director,  is  that 
correct? 

Ms.  Bristo.  Yes,  that's  correct. 

Mr.  PORTER.  And  prior  to  that,  Mr.  Gannon  was  Acting  Executive 
Director  for  two  years. 

Ms.  Bristo.  Acting  Chair. 

Mr.  Porter.  Acting  Chair. 

Ms.  Bristo.  Mr.  Gannon  was  the  Acting  Chair. 

Mr.  Porter.  All  right.  What  are  you  doing  to  ensure  an  Execu- 
tive Director  is  not  acting? 

Ms.  Bristo.  The  position  of  Executive  Director  is  "embargoed" 
right  now.  There  is  some  current  litigation  pending,  and  until  that 
matter  has  been  resolved 

Mr.  Porter.  It's  in  litigation? 

Ms.  Bristo.  Yes,  sir.  Currently,  the  Department  of  Justice,  with 
OPM,  has  entered  this  matter,  and  I'm  advised  by  counsel  that  to 
speak  beyond  that  is  beyond  the  bounds  of  my  ability  right  now, 
since  the  matter  is  under  legal  review.  We  have,  however,  complied 
with  the  judge's  orders,  and  are  awaiting  a  final  decision  on  the 
matter. 

Mr.  Porter.  Mr.  Hoyer. 

Mr.  Hoyer.  What  are  the  allegations  in  the  suit?  I  don't  mean 
what  our  position  is,  but  what  the  allegations  are?  I  take  this  is 
public.  Is  it  a  public  suit  that's  been  filed  in  court? 

Ms.  Bristo.  If  you'll  allow  me  to  consult  here  for  a  moment. 

Mr.  Hoyer.  Sure. 

Ms.  Bristo.  It  was  a  procedural  issue  before  the  MSPB  regard- 
ing the  procedures  utilized  in  a  termination.  And  the  matter  has 
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gone  through  MSPB  and  we  have  been  joined  by  the  Office  of  Per- 
sonnel Management  because  of  the  ripple  effect  this  case  could 
have  on  all  such  positions  throughout  Government. 

BUDGET  PROPOSAL  CLARIFICATION 

Mr.  Hoyer.  Okay,  well,  I  won't  pursue  it  beyond  that.  I  didn't 
know  about  it. 

First  of  all,  let  me  apologize  for  not  being  here  at  the  beginning. 
We  have  the  Helsinki  Commission  hearing  on  Bosnia  right  now, 
and  I'm  critically  interested  in  that  issue.  But  I  wanted  to  get  over 
here  to  see  you,  to  congratulate  you  on  the  work  you're  doing. 

Mr.  Chairman,  just  so  the  record  is  correct,  in  reading  your  testi- 
mony, as  I  understand  it,  actually  $17,000  of  the  $37,000  increase 
is  for  personnel  costs.  The  others  seem  to  be  rental  increases  and 
other  services  increases  and  supplies  and  materials  and  equipment, 
which  add  up  to  the  $37,000.  So  there  are  a  number  of  increments 
in  there,  Mr.  Chairman,  of  which  about  half,  or  actually  $17,000 
of  the  $37,000,  is  personnel. 

Mr.  Davis.  That  is  correct. 

Mr.  Hoyer.  Is  that  correct? 

Mr.  Davis.  Yes. 

GRASSROOTS  CONNECTION 

Mr.  Hoyer.  Let  me  ask  you,  you  mentioned  NCD's  connection  to 
the  grassroots  in  local  communities  throughout  your  testimony. 
The  answer  to  this  may  be  evident  but  I  think  it  bears  repeating, 
why  is  this  important  in  developing  disability  policy? 

Ms.  BRISTO.  I  probably  can  best  answer  that  first  personally.  In 
spite  of  best  efforts  on  the  part  of  professionals,  academicians  and 
theoreticians,  many  times  when  the  rubber  hits  the  road,  so  to 
speak,  we  live  our  lives  differently.  And  consumers  are  often  in  a 
position  to  inform  not  only  what  we  want  in  terms  of  our  lives,  but 
many  times  the  best,  most  efficient,  most  cost  effective  ways  to  get 
there. 

And  I  think  that  what  we  have  learned  through  the  disability 
community's  efforts  is  oftentimes  we  have  simpler  answers  to  prob- 
lems than  what  others  around  us  may  think  are  in  existence.  And 
this  has  been,  I  think,  in  keeping  with  the  self-determination  move- 
ments that  this  country  has  been  founded  upon. 

DISABILITY  POLICY  DEVELOPMENT 

Mr.  Hoyer.  That's  appropriate,  then.  How  does  housing  policy 
for  individuals  with  disabilities  relate  to  transportation  or  employ- 
ment policy,  and  what  role  does  NCD  play  in  developing 
overarching  disability  policies  across  Federal  agencies,  which  is  a 
little  bit  along  the  lines  of  the  Chairman's  question,  if  not  directly 
on  the  point? 

Ms.  Bristo.  I  think,  if  I'm  not  mistaken,  the  point  of  your  ques- 
tion is  to  highlight  the  fact  that  we  don't  live  our  lives  in  segments, 
in  little  compartments.  People  with  disabilities  lives  are  affected  by 
what  happens  in  housing,  what  happens  in  transportation,  what 
happens  in  employment.  And  the  Council's  goal  is  to  begin  to  take 
a  look  at  the  interdependence  between  these  things,  in  that  a  pro- 
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grammatic  change  in  one  area  without  a  thoughtful  attention  to  a 
programmatic  change  in  another  area  could  thwart  your  efforts  in 
the  first. 

So  what  we  want  to  do  is  try  to  bring  all  those  thought  processes 
together  so  that  we  see  the  end  product  that  we've  all  agreed  we're 
attempting  to  get  to. 

Mr.  HOYER.  In  other  words,  if  you  have  an  accessible  restaurant 
downtown,  but  no  accessible  way  to  get  to  it,  it's  meaningless  avail- 
ability? 

Ms.  Bristo.  Yes.  And  no  place  is  this  more  self-evident  than  in 
the  area  of  employment.  I'm  optimistic  that  as  the  Administration 
and  the  Congress  is  reevaluating  disability  programs,  we  will  have 
the  opportunity  to  look  at  some  of  the  disincentives  that  sometimes 
are  hidden,  perhaps  well-intentioned,  which  keep  people  with  dis- 
abilities the  largest  unemployed  group  in  this  country,  the  largest 
impoverished  group  in  this  country,  even  though  they  demonstrate 
their  desire  to  work  in  poll  after  poll. 

IMPORTANCE  OF  NCD  INDEPENDENCE 

Mr.  HOYER.  You're  an  independent  Federal  agency. 

Ms.  Bristo.  Yes,  sir. 

Mr.  HOYER.  Of  what  importance  is  that  to  the  way  you  do  busi- 
ness and  the  impact  that  you  have? 

Ms.  BRISTO.  Well,  since  this  is  an  appropriation  hearing,  I'm  not 
sure  if  my  response  is  quite  appropriate,  but  I'll  say  that  with  the 
exception  of  our  tiny  $1,800,000  budget  request,  we  don't  have  a 
program  to  defend,  we  don't  have  a  vested  interest  to  take  a  par- 
ticular position.  We  exercise  our  ability  to  speak  more  autono- 
mously than  a  non-independent  Federal  ager  ;y  might  be  able  to. 
We  see  our  voice  as  a  voice  of  people  with  disabilities  in  an  in- 
formed manner,  bringing  that  into  the  publ'j  policy  debate  arena. 

Mr.  HOYER.  I  agree  with  you.  I  think  that  is  a  very,  very  impor- 
tant aspect  of  the  work  that  you're  doing.  I  want  to  congratulate 
you  and  Mr.  Davis  and  others.  And  I'm  very  pleased  that  my  very 
close  friend  and  a  giant,  Mr.  Chairman,  I'm  sure  you  know  him  as 
well,  but  a  real  giant  in  the  civil  rights,  human  rights  and  disabil- 
ities rights  movement  in  this  country,  Mr.  Justin  Dart,  is  with  us. 
He  is  a  real  leader. 

Mr.  Porter.  I  didn't  notice  it  was  Mr.  Dart  over  there.  Nice  to 
see  you,  sir. 

Ms.  Bristo.  He  didn't  have  his  hat  on.  [Laughter.] 

Mr.  Hoyer.  He  and  his  wife  are  both  as  steadfast  and  effective 
leaders  as  we  have  in  this  country  on  issues  not  just  related  to  dis- 
ability, but  related  to  the  welfare  of  peoples  generally.  And  it's  an 
honor  to  have  him  here  with  us. 

Mr.  Porter.  Absolutely. 

AMERICANS  WITH  DISABILITIES  ACT 

Mr.  Hoyer.  In  closing,  this  is  not  a  question,  but  I  want  to  make 
an  observation.  And  Mr.  Dart  and  I  have  had — I'm  not  sure  if  you 
were  in  the  room  when  we  were  discussing  it,  I  think  you  were,  as 
a  matter  of  fact,  I'm  not  sure,  Speed,  that  you  were  there. 

But  obviously,  as  someone  who  is  identified  as  having  been  in- 
volved with  passage  of  the  Americans  with  Disabilities  Act,  I  hear 
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from  municipalities  and  individuals  and  businesses  and  res- 
taurants and  a  related  group  of  people  who  are  trying  to  deal  with 
the  requirements  of  the  Americans  with  Disabilities  Act.  And  then, 
obviously,  you  also  hear  from  the  advocacy  groups  who  obviously 
get  frustrated  when  there  are  barriers  continuing  to  exist,  and  they 
are  met  with  insensitivity.  All  of  that  is  understandable. 

Your  agency  in  particular  is  going  to  be  an  important  one,  be- 
cause you  are  independent,  in  trying  to  help  the  Federal  bureauc- 
racy, some  of  which  is  trying  to  implement  this,  but  doesn't  really 
have  the  understanding  that  some  others  have.  And  on  the  other 
hand,  you've  been  at  this  long  enough  to  know  that  we  will  be  suc- 
cessful to  the  extent,  frankly,  that  we  indicate  a  positive  approach 
as  opposed  to  a  confrontational  negative  approach. 

And  the  reason  I  say  that  is  because  there's  a  lot  of  foment  in 
Washington  and  in  the  country,  saying  we're  over-regulated,  man- 
dates, takings,  all  related  to  the  imposition  of  financial  costs  on  in- 
dividuals, businesses,  municipalities,  the  system.  And  we  need  to 
be  careful  that  Americans  don't  get  the  impression  that  we're  plac- 
ing an  undue  burden  on  them.  We  talked  a  lot  about  that  in  the 
Disability  Act.  We  spent  hundreds  of  hours,  literally,  trying  to  draft 
an  Act  that  didn't  impose  that. 

Your  agency  is  going  to  be  very  important  as  we  communicate 
with  the  private  sector,  with  Government,  with  disability  advo- 
cates, so  that  we  can  continue  a  positive  move  forward.  Mr.  Chair- 
man, it  is  a  real  tragedy  that  we  still  haven't  made  the  progress 
in  employment  that  we  need  to  make.  It  really  is  a  frustration  that 
we  see  the  statistics  still  not  responding  as  we  would  like  them  to 
do. 

Hopefully  that  will  happen,  but  it  hasn't  happened  yet,  and  I 
know  it's  a  frustration  for  many  people,  including  myself.  But  I 
want  to  congratulate  you  for  the  work  that  you're  doing,  and  we 
look  forward  to  working  with  you. 

Ms.  Bristo.  Thank  you.  If  I  may,  I  would  like  to  acknowledge 
your  courageous  leadership  and  your  colleagues  on  the  Hill  for 
coming  forward  and  passing  the  Americans  with  Disabilities  Act 
when  you  did,  with  important  provisions  providing  flexibility  with- 
in the  law  itself.  I  think  you  were  wise  to  build  that  in.  I  think  it 
reflects  the  fact  that  disabled  people  don't  want  lawsuits.  Disabled 
people  want  participation. 

I'm  reminded  of  Dr.  Martin  Luther  King  who  taught  us,  many 
of  us,  that  the  cause  for  civil  rights  and  justice  was  not  just  about 
ending  segregation,  but  it  was  about  creating  and  fostering  integra- 
tion. And  the  goal  of  all  that,  of  course,  is  creating  a  sense  of  com- 
munity where  people  mutually  respect  one  another  and  support  one 
another. 

That  is  what  the  ADA  means  to  people  with  disabilities.  We 
want  to  be  able  to  participate,  and  we  understand  that  the  ADA 
is  a  tool,  one  tool  among  many  other  tools,  that  will  help  break 
down  the  deep  seated  prejudice  that  has  caused  us  not  to  be,  up 
to  this  point,  fully  participating.  I,  for  one,  understand  that,  as  I 
mentioned  to  the  Chairman,  we  understand  you  can't  legislate 
changes  in  attitudes. 

But  it  is  wrong  to  treat  people  with  disabilities  in  a  discriminat- 
ing way  simply  on  the  basis  of  their  disability.  And  I  think  that  we 
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are  taking  our  charge  in  this  regard  quite  seriously,  and  hopefully 
will  be  bringing  you  stories  and  ways  in  which  people  are  positively 
causing  the  law  to  be  impacted  in  their  communities  with  positive 
results. 

Thank  you. 

Mr.  Hoyer.  Thank  you. 

Thank  you,  Mr.  Chairman. 

ASSISTIVE  TECHNOLOGY 

Mr.  Porter.  Thank  you,  Mr.  Hoyer. 

Ms.  Bristo,  the  last  time  I  visited  the  Rehabilitation  Institute  in 
Chicago,  and  Dr.  Henry  Betts,  I  was  very  impressed  with  the  tech- 
nologies that  were  available  to  people,  even  with  very  severe  dis- 
abilities, physical  disabilities,  to  use  computers.  And  we  know  that 
in  our  society  today,  there  is  a  very  strong  movement  for  people  to 
be  able  to  work  outside  a  central  workplace,  at  home,  and  still  be 
productive  parts  of  the  work  force,  with  the  availability  of  comput- 
ers and  modems  and  faxes  and  all  the  like  that  allow  them  to  be 
connected  to  the  workplace. 

And  it  seems  to  me  that  this  is  an  area  where  your  Council 
might  be  very,  very  helpful,  or  maybe  you  already  are.  I  guess  this 
is  the  question  I'm  going  to  ask  you.  But  this  seems  to  me  like  a 
wonderful  way  to  allow  people  to  achieve  very  well-paying  jobs,  not 
to  be  so  severely  limited  by  their  physical  disabilities,  and  do  the 
work  that  any  other  person  can  do  through  the  technologies  that 
are  available.  Do  you  want  to  comment  on  that? 

Ms.  Bristo.  Yes.  First  I'd  like  to  say  your  observations  are  right 
on  the  money.  The  Council  has  issued  reports,  in  fact,  some  of  the 
very  early  reports  on  the  issue  of  assistive  technology,  looking  at 
what  is  necessary  to  break  down  the  barriers  to  access  for  people 
for  many  of  those  products. 

However,  another  matter  will  be  before  Congress  shortly,  the 
Telecommunications  Bill.  And  the  Council  is  extremely  interested 
in  ensuring  that  that  legislation  assure  that  the  information  super- 
highway, as  it  continues  to  be  built,  is  built  without  "curbs,"  figu- 
rative curbs.  We've  seen  what  happens  in  a  society  that  didn't  plan 
for  us  by  the  curbs  and  stairs  all  around  us  in  the  built  environ- 
ment. 

And  it's  only  a  minor  shift  in  the  way  we  think  of  things  to  imag- 
ine this  new  superhighway  being  built  with  those  barriers.  We 
have  the  opportunity  right  now  to  do  it  differently  this  time,  to 
build  for  us  rather  than  a  program  that  doesn't  allow  us  in.  And 
this  is  an  issue  the  Council  has  been  monitoring.  Currently  we 
have  some  research  underway  that  should  be  concluding*  towards 
the  end  of  this  year  in  this  area. 

And  we  continue  to  consult  with  our  colleagues  regarding  how  we 
can  assure  that  that  law  achieves  the  balance  between  the  concerns 
of  those  who  are  in  the  industry  and  those  people  with  disabilities 
whose  lives  will  be  dramatically  affected. 

If  we  have  a  70  percent  unemployment  rate  right  now,  and  we 
look  at  how  technology  is  going  to  reform  our  lives  from  the  grocery 
store  to  the  bank  to  getting  a  job  to  going  to  visit  a  neighbor,  we 
can't  even  imagine  what  our  world  would  look  like.  But  those  of  us 
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with  disabilities  know  the  impact  it  will  have  on  us  if  our  issues 
are  not  factored  in. 

Ironically,  when  you  do  factor  it  in,  you  build  a  better  product. 
A  lot  of  the  cutting  edge  technology  that  was  developed  early  on 
was  done  in  response  to  the  needs  of  people  with  disabilities.  Our 
fear  is  that,  if  we  don't  keep  pace  with  that,  those  doors  that  have 
begun  to  be  open  to  us,  particularly  in  the  workplace,  will  slam 
shut  in  our  face. 

A  case  in  point  has  been  the  Windows-based  system  that  has 
posed  a  barrier  to  blind  people  keeping  their  jobs  and  getting  pro- 
motions, and  we're  hopeful  that  those  problems  will  be  examined 
and  resolved,  so  the  many  people  who  have  come  into  the  work 
force  because  of  this  technology  will  not  find  themselves  back  out 
on  the  street  again. 

COMMISSION  ON  LIBRARIES  AND  INFORMATION  SCIENCE 

Mr.  Porter.  You  were  here  when  Ms.  Simon  testified  a  minute 
ago  about  the  information  superhighway  and  information  infra- 
structure. Do  you  work  with  her  organization  at  all? 

Ms.  Bristo.  Actually,  we  have  not  before,  but  I  was  taking  some 
notes  in  my  head  to  follow  up  with  her  on  some  ways  in  which  we 
could  perhaps  work  more  collaboratively  than  we  have. 

Mr.  Porter.  Because  I  know  she  would  be  very  receptive. 

Ms.  Bristo.  Certainly.  I  certainly  know  her  from  back  home. 

Mr.  Porter.  Well,  your  testimony  was  excellent.  You've  an- 
swered almost  all  our  questions,  the  remainder  of  which  we  will 
put  in  the  record  and  allow  you  to  answer  in  the  future.  And  I  can 
only  say  thank  you  for  coming  to  testify.  We  will  do  our  best  on 
the  budget.  And  again,  thank  you  for  the  fine  job  that  you're  doing 
there  and  for  our  country. 

Ms.  Bristo.  Thank  you  very  much. 

Mr.  Porter.  The  subcommittee  will  stand  in  recess  until  10:00 
a.m.  tomorrow. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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IDENTIFYING  UNIQUE  RESEARCH  AREAS 

MR.  PORTER:   As  you  indicated  in  your  budget 
justification,  the  Council  makes  an  effort  to  identify 
research  areas  that  do  not  duplicate  the  efforts  of 
other  governmental  and  non-governmental  agencies.   What 
are  some  of  these  unigue  research  areas,  and  how  do  you 
go  about  identifying  them? 

MS.  BRISTO:   During  the  first  year  of  my  tenure  as 
Chair,  the  Council  has  undertaken  a  number  of 
initiatives  to  identify  unigue  research  areas.   We  held 
a  summit  of  disability  leaders  in  January  to  identify 
emerging  disability  issues;  we  sent  out  a  targeted 
disability  consumer  guestionnaire  in  February;  we  have 
ongoing  dialogue  with  other  federal  agencies  with 
duties  related  to  disability  policy,  and  ongoing 
dialogue  with  Members  of  Congress  and  staff  on 
disability  issues;  in  short,  a  broad  range  of 
information  sources  which  identify  research  subjects 
grounded  in  the  needs  of  consumers. 

The  15-member  Council  meets  guarterly  to  discuss 
and  deliberate  on  these  research  areas.   Some  currently 
emerging  research  areas  include  telecommunications, 
minorities,  IDEA,  and  the  ADA.   The  recent  appointment 
of  several  new  Council  Members  will  facilitate  plans 
for  our  fall  summit  on  disability  policy.   This  summit 
will  involve  a  thoughtful  process  to  identify  unigue 
issues  from  a  grass  roots  perspective  for  the  next 
decade. 

EMPLOYMENT,  TAX  CONTRIBUTIONS  OF 
INDIVIDUALS  WITH  DISABILITIES 

MR.  PORTER:   Your  budget  justifications  states:  "It  is 
our  firm  belief  that  investment  in  improving  policies 
and  services  affecting  the  lives  of  Americans  with 
disabilities  can  be  of  major  assistance  in  reducing  the 
deficit  and  broadening  the  potential  revenue  base,  most 
directly  through  allowing  persons  with  disabilities  to 
be  productive,  tax  paying  citizens...".   Do  you  have 
any  estimates  of  the  number  of  individuals  with 
disabilities  that  are  currently  not  employed?   Further, 
do  you  have  any  estimates  of  the  tax  contributions  that 
these  individuals  could  make  once  employed? 

MS.  BRISTO:   According  to  a  1994  Louis  Harris  poll,  67 
percent  of  working  age  adults  are  unemployed,  and  of 
that  number,  75%  want  to  be  working.   We  are  not  aware 
of  any  research  on  the  tax  revenues  resulting  from 
employing  this  work  force,  but  one  could  conclude  that 
this  is  a  major  untapped  tax  pool.    Cost/benefit 
analyses  conducted  by  the  Rehabilitation  Services 
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Administration  consistently  indicate  the  financial 
benefits  to  the  taxpayer  in  ensuring  that  individuals 
with  disabilities  are  employed. 

BUDGET  REQUEST 

MR.  PORTER:   Why  have  you  requested  an  increase  over 
last  year,  and  what  would  be  the  impact  on  your 
activities  if  this  Committee  were  unable  to  fund  that 
increase? 

MS.  BRISTO:   We  requested  additional  funds  to  cover 
inflation  for  overhead,  rent,  and  pay  step  increases 
required  by  law.   Additionally,  we  projected  added 
costs  of  reasonable  accommodations  for  an  increase  in 
the  percentage  of  staff  with  disabilities.   If  the 
Committee  were  unable  to  fund  this  increase,  we  would 
be  forced  to  cut  back  on  policy  research  initiatives, 
as  well  as  limit  participation  of  individuals  with 
disabilities  in  processes  which  support  NCD 
recommendations  to  Congress  and  the  President. 

STAFF  WORK 

MR.  PORTER:   Last  year  you  testified  that  it  was  your 
intent  to  carry-out  more  of  your  policy  research  work 
in-house,  as  opposed  to  using  outside  contractors.   Is 
your  request  for  an  additional  $13,000  in  your  Other 
Services  account  consistent  with  that  intent? 

MS.  BRISTO:   Our  request  for  an  additional  $13,000  is 
necessary  to  upgrade  the  NCD  staff  capacity  to 
supervise,  compliment,  support,  and  ensure  the  quality 
of  work  on  the  variety  of  disability  subjects 
researched  by  more  specialized  outside  contractors. 
Furthermore,  the  Council's  commitment  to  incorporate 
individuals  with  disabilities  in  our  projects  has 
necessitated  additional  funds  for  reasonable 
accommodations  which  are  projected  to  impact  on  the 
line  item. 

GSA  STREAMLINING 

MR.  PORTER:   What  progress  have  you  made  in  working 
with  GSA  on  your  Streamlining  Plan?   Last  year  you  were 
concerned  that  GSA  would  not  permit  you  to  convert  a 
mid-level  position  into  a  policy  research  position. 
Has  this  issue  been  resolved? 

MS.  BRISTO:   The  issue  has  been  resolved.   Federal 
personnel  rules  which  required  mid-level  staff  salaries 
to  be  maintained  if  staff  accepted  a  lower  level 
position,  made  the  planned  staffing  changes  cost 
prohibitive. 
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ADA  IMPLEMENTATION 

MR.  PORTER:   Can  you  provide  us  with  an  update  on  the 
implementation  of  the  Americans  with  Disabilities  Act 
from  the  perspective  of  both  employers  and  individuals 
with  disabilities? 

MS.  BRISTO:   The  NCD  has  continued  to  meet  its 
Congressional  mandate  to  measure  the  success  of  the 
implementation  of  the  ADA.   This  work  has  been 
primarily  targeted  to  hear  from  our  primary 
constituency,  individuals  with  disabilities,  although 
we  do  hear  from  a  number  of  employers. 

In  summary,  the  progress  to  date  has  been 
impressive.   However,  provisions  of  the  ADA  have  been 
implemented  unevenly,  and  implementation  has  also 
varied  by  state. 

There  is  a  continued  need  to  increase  public 
awareness  through  information  dissemination  and 
technical  assistance.   Although  there  has  been 
significant  misinformation  and  misinterpretation  of  the 
law,  the  business  community  has  not  found  the  law  to  be 
nearly  as  onerous  as  anticipated. 

For  example,  the  Job  Accommodation  Network, 
sponsored  by  the  President's  Committee  on  Employment  of 
People  with  Disabilities,  reports  that  based  on  its 
national  data  bank,  using  the  average  (mean)  cumulative 
figures,  companies  earned  $15.34  for  every  dollar  spent 
to  make  an  accommodation.    In  addition,  a  recent  study 
based  on  the  experience  of  Sears,  Roebuck,  and  Company 
in  making  reasonable  accommodations  reported  that  the 
average  accommodations  cost  the  company  $121. 

Please  also  refer  to  The  Americans  with 
Disabilities  Act:    Ensuring  Equal   Access   to   the  American 
Dream    (1995) ,  an  NCD  publication  which  we  provided  to 
Committee  Members  earlier  this  year.   In  addition,  we 
are  currently  finishing  a  50  state  ADA  town  meeting 
tour  where  we  have  drawn  stories  from  consumers  and 
business  on  the  success  of  the  implementation  of  the 
ADA.   We  will  forward  summaries  of  these  stories  to  the 
Committee  as  soon  as  they  are  available. 

STREAMLINING  FEDERAL  DISABILITY  RELATED  PROGRAMS 

MR.  PORTER:   According  to  your  budget  justification, 
there  are  over  2  00  federal  programs  that  impact  upon 
Americans  with  disabilities,  which  account  for  more 
than  $200  billion  in  federal  expenditures  annually.   In 
your  opinion,  is  there  duplication  in  these  programs 
that  should  be  eliminated?   In  attempting  to  access 
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services,  do  individuals  with  disabilities  face  an 
overwhelming  bureaucracy  in  need  of  simplification?   Is 
the  Council  working  to  streamline  and  simplify  this 
federal  bureaucracy? 

MS.  BRISTO:   The  Council  is  committed  to  evaluating  the 
complex  array  of  federal  programs  from  a  consumer 
perspective  and  make  recommendations  for  change  that 
will  make  programs  and  services  consistent  with  the 
values  embodied  in  the  ADA.   This  is  the  primary 
purpose  of  the  policy  summit  discussed  in  our  written 
testimony.   It  is  our  expectation  that  concrete 
recommendations  will  follow  which  may  have  the  affect 
of  streamlining  the  federal  bureaucracy. 

NCD  IMPACT  ON  QUALITY  OF  LIFE 
FOR  INDIVIDUALS  WITH  DISABILITIES 

MR.  PORTER:  How  do  you  measure  the  impact  of  your  work 
on  the  guality  of  life  of  the  49  million  Americans  with 
disabilities? 

MS.  BRISTO:   Since  our  work  is  at  the  policy,  systemic 
level,  we  do  not  provide  direct  service  or  measure  our 
success  through  regulatory  activity.   We  measure  our 
success  by  the  policies  and  laws  which  have  improved 
the  lives  of  individuals  with  disabilities  arising  from 
initial  recommendations  of  NCD,  such  as  the  ADA,  the 
Technology-Related  Assistance  for  Individuals  with 
Disabilities  Act,  the  Fair  Housing  Amendments,  the  Air 
Access  Act,  and  the  Rehabilitation  Act  Amendments  of 
1992.   We  also  measure  our  success  by  the  extent  our 
outreach  activities  have  in  bringing  a  consumer  voice 
to  policy  making.  These  activities  include  our  town 
meetings  and  responding  to  correspondence. 

COOPERATION  WITH  NIDRR 

MR.  PORTER:   Please  provide  more  information  about  your 
work  with  the  National  Institute  on  Disability  and 
Rehabilitation  Research  on  the  impact  of  U.S.  foreign 
policy  on  the  status  of  people  with  disabilities 
abroad? 

MS.  BRISTO:   NCD  is  working  in  collaboration  with  the 
National  Institute  on  Disability  and  Rehabilitation 
Research  (NIDRR)  because  of:  (a)  NIDRR' s  expertise  in 
this  area,  (b)  NCD's  very  successful  previous  track 
record  on  collaboration  with  NIDRR  and  its  affiliated 
programs,  and  (c)  the  substantial  cost  efficiencies 
which  result  from  this  mutual  collaborative  effort 
between  government  agencies.   Working  together,  NCD  and 
NIDRR  are  evaluating  the  degree  to  which  foreign 
policy  is  inconsistent  with  domestic  policy  as  embodied 


in  such  laws  as  the  ADA,  and  developing  recommendations 
for  improved  foreign  policy  and  programmatic  efforts  in 
meeting  the  needs  of  people  with  disabilities  on  an 
international  basis. 

In  large  part  because  of  the  work  of  NCD,  the 
United  States  has  taken  a  leadership  role  in  bringing 
disability  policy  into  the  international  arena  of 
concern.   For  example,  the  important  contributions  of 
the  United  States  at  the  1994  Helsinki  hearings  in 
Washington  on  disability  rights  and  U.S.  foreign 
policy,  and  in  the  development  of  the  United  Nations 
Standard  Rules  on  the  Equalization  of  Opportunities  for 
persons  with  disabilities,  are  clearly  indicative  of 
the  world  community  movement  to  address  the  needs  of 
the  500  million  individuals  with  disabilities 
worldwide. 

As  we  noted  in  NCD  testimony  for  the  Helsinki 
hearings: 

"...the  National  Council  on  Disability  was  the 
organization  that  first  proposed  what  was  to 
become  the  Americans  with  Disabilities  Act  here  in 
the  United  States.   Today,  not  many  people  are 
aware  of  the  tremendous  influence  the  ADA  has  had 
in  raising  the  expectations  of  people  with 
disabilities  around  the  globe.   It  may  seem  hard 
to  believe,  but  there  are  still  many  places  in  the 
world  where  people  with  disabilities  are  not 
afforded  even  the  most  basic  of  civil  rights.   In 
many  countries,  people  with  disabilities  are 
actively  excluded  from  society,  infants  and 
children  with  disabilities  are  left  to  die,  adults 
with  disabilities  are  not  even  considered  for 
employment,  and  the  built  environment  is  totally 
inaccessible.   The  ADA  sent  a  strong  international 
message  of  freedom  and  dignity  to  people  with 
disabilities.   It  raised  expectations  and  it 
empowered  people  to  seek  their  rights  and  to  act 
bravely  in  the  face  of  tremendous  odds." 

CUSTOMER  SATISFACTION  QUESTIONNAIRE 

MR.  PORTER:   For  the  record,  could  you  please  provide 
a  copy  of  the  national  customer  satisfaction 
questionnaire  you  referenced  in  your  opening  remarks. 
Please  indicate  the  number  of  questionnaires 
distributed,  the  response  rate,  and  any  analysis  of 
responses  to  individual  questions.   (i.e.,  percent  of 
respondents  selecting  each  possible  response) . 

MS.  BRISTO:   We  want  to  make  it  clear  that  this 
survey  was  not  sent  to  a  large  population,  but 
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rather,  was  intended  to  poll  the  opinions  of 
nationally  recognized  disability  leaders 
(approximately  50)  from  around  the  country,  who 
represented  a  geographic,  cross-disability,  grass 
roots  cross  section  of  the  nation.   We  received  44 
responses,  approximately  an  88%  response  rate.   An 
outside,  independent  contractor  conducted  the  survey. 
See  attached  analysis. 
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The  President  has  asked  Vice-President  Albert  Gore  to  conduct  a 
review  of  all  federal  agencies  and  operations  with  goals  of 
making  government  more  efficient,  more  effective,  and  more 
responsive  to  the  needs  of  its  citizens.   Currently  each  agency 
is  being  asked  to  review  each  of  its  functions  to  determine  if 
that  function  is  an  appropriate  federal  function,  if  it  should  be 
eliminated,  or  if  it  should  be  changed. 

Before  answering,  the  National  Council  on  Disability  would  like 
to  hear  from  our  customers.  The  National  Council  has  defined 
"customer"  as  individuals  with  disabilities.  We  are  asking  for 
your  assistance  in  answering  a  few  guestions  about  the  National 
Council  and  its  work.  Your  answers  will  help  us  convey  to  the 
Vice-President  the  importance  to  the  community  of  the  National 
Council's  unique  role  in  the  federal  government. 

It  is  the  purpose  of  the  National  Council  is  to  promote  policies, 
programs,  practices,  and  procedures  that  guarantee  equal 
opportunity  for  individuals  with  disabilities  and  to  empower 
individuals  with  disabilities  to  achieve  economic  self- 
sufficiency,  independent  living,  and  inclusion  into  all  aspects 
of  society.   It  accomplishes  this  mission  by  continually 
reviewing  and  evaluating  federal  laws,  regulations,  programs, 
policies,  and  procedures  and  making  recommendations  to  the 
President,  the  Congress,  and  federal  agencies  on  how  to  better 
meet  the  needs  of  people  with  disabilities. 

The  Americans  with  Disabilities  Act  (ADA)  is  just  one  of  the  many 
important  contributions  of  the  National  Council.   The  council  is 
currently  collecting  information  about  the  impact  of  the  ADA  on 
the  lives  of  individuals  with  disabilities.   Other  areas  of 
interest  to  the  National  Council  are  renewal  of  the  Individuals 
with  Disabilities  Education  Act  (IDEA) ,  ensuring  access  to  the 
Information  Superhighway,  diversity  issues,  and  monitoring 
developments  in  the  new  Congress. 


91-215  0—95 22 
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Please  answer  the  following  questions  in  relation  to  the 
preceeding  information. 

1.  Do  you  support  the  purpose  of  the  National  Council? 

YES NO 

2.  The  National  Council  is  an  independent  federal  agency  which 
makes  recommendations  to  both  the  President  and  the  Congress.   Is 
the  purpose  of  the  National  Council  appropriate  for  a  federal 
agency? 

YES  NO 


4.   The  National  Council  accomplishes  its  functions  by  the 
following  methods.   Which  methods  should  be  kept,  modified,  or 
eliminated. 

a.  reviewing  and  commenting  on  pending  legislation 
KEEP MODIFY ELIMINATE 

b.  media  relations 

KEEP MODIFY ELIMINATE 

c.  representing  the  disability  community  on  various 
federal  advisory  councils  and  task  forces 

KEEP MODIFY ELIMINATE 

d.  policy  research 

KEEP MODIFY ELIMINATE 

e.  consumer  summits,  hearings,  town  meetings,  etc.  to 
gather  input  from  our  customers 

KEEP MODIFY ELIMINATE 

f.  representing  the  U.S.  disability  community  at  various 
international  conferences  sponsored  by  the  United  Nations  and 
others 

KEEP MODIFY ELIMINATE 

g.  meeting  with  federal  officials  and  members  of  Congress 
KEEP  MODIFY  ELIMINATE 


COMMENTS : 


5.   The  National  Council  operates  with  15  Council  members,  a 
staff  of  nine  and  an  annual  appropriation  of  about  $1.8  million 
dollars.   Should  the  National  Council  be  given: 

a.   more  resources 

b.   fewer  resources 

c.   the  current  resources  are  sufficient  for  it  to 


carry  out  its  mission': 


673 


6.   How  could  the  Council  do  its  work  more  effectively? 


7.  Has  the  National  Council  been  successful  in  seeking  and  using 
input  from  the  disability  community. 

YES NO 

8.  What  issues  should  the  National  Council  be  working  on? 


9.  Has  the  National  Council  been  successful  in  promoting  the 
interests  of  people  with  disabilities? 

YES NO 

10.  Are  there  any  systemic  or  structural  barriers  that  keep  the 
National  Council  from  meeting  the  needs  of  individuals  with 
disabilities? 

YES NO 

EXPLAIN: 


11.   Each  agency  is  being  asked  to  evaluate  the  impact  on  its 
customers  of  the  elimination  of  the  agency.   If  the  National 
Council  were  to  be  eliminated,  how  would  its  functions  be  done: 

a.   would  not  be  done 

b.   by  the  private  sector 

c.   by  state  and  local  governments 


YOUR  ASSISTANCE  IN  COMPLETING  THIS  QUESTIONNAIRE  HAS  BEEN  GREATLY 
APPRECIATED  BY  THE  MEMBERS  OF  THE  NATIONAL  COUNCIL  ON  DISABILITY. 
WE  LOOK  FORWARD  TO  WORKING  WITH  YOU  IN  THE  FUTURE! 
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INDEPENDENCE  AND  AFFIRMATIVE  ACTION 

MR.  STOKES:   The  opening  statement  mentions  that  the 
Council's  efforts  are  geared  toward  ensuring  the 
inclusion,,  empowerment,  and  economic  self-sufficiency 
of  people  with  disabilities.   What  major  gains  have 
we  made  in  achieving  these  objectives? 

MS.  BRISTO:   We  assume  by  your  question  that  "we" 
includes  all  of  society,  and  therefore  our  answer 
should  not  be  limited  to  the  successes  of  the 
National  Council  on  Disability  (NCD) .   The  major 
legislative  gains  we  have  made  in  improving  the  lives 
of  individuals  include:  in  civil  rights,  the 
Americans  with  Disabilities  Act  (ADA)  which  prohibits 
discrimination  based  on  disability  in  employment, 
transportation,  and  public  accommodations;  in 
education,  the  Individuals  with  Disabilities 
Education  Act  (IDEA),  which  provides  opportunities 
for  children  with  disabilities  to  receive  an 
education;  in  housing,  a  half  dozen  statutes  and  a 
number  of  resulting  programs  providing  individuals 
with  disabilities  an  opportunity  to  rent  and  purchase 
clean,  safe,  and  accessible  housing  without  fear  of 
discrimination;  in  assistive  technology  for 
individuals  with  disabilities,  the  Technology-Related 
Assistance  for  Individuals  with  Disabilities  Act 
(Tech  Act) ;  and  in  vocational  rehabilitation,  the 
Rehabilitation  Act  of  1973. 

Many  of  these  and  other  disability  related  laws 
were  the  result  of  the  initial  studies  of  NCD, 
including  the  ADA,  and  the  Tech  Act.   More  needs  to 
be  done  however,  to  realistically  meet  the  long  term 
needs  of  people  with  disabilities,  particularly  in 
the  area  of  employment. 

Along  with  the  development  of  disability  law, 
the  growth  of  grass  roots  organizations  of  consumers 
such  as  the  National  Parent's  Network  on  Disabilities 
and  the  National  Council  on  Independent  Living  has 
dramatically  increased  the  consumer  voice  in 
disability  policy  formulation. 

MR.  STOKES:   What  role  has  the  Council  played  to  date 


677 


in  assessing  the  impact  of  affirmative  action  on 
meeting  these  goals  and  objectives? 

MS.  BRISTO:   NCD  provided  an  in-depth  review  of  the 
added  difficulties  minorities  with  disabilities  face 
in  Meeting  the  Unique  Needs  of  Minorities  with 
Disabilities:    A  Report   to   the  President   and  Congress 
(1993) .   This  landmark  report  detailed  for  the  first 
time,  the  troubling  degree  of  non-participation  or 
very  limited  participation  of  individuals  form 
diverse  backgrounds  in  systems  serving  people. 

To  follow-up  on  this  report,  NCD  has 
commissioned  a  study  to  review  the  status  of 
federally  assisted/sponsored  policies  and  practices 
targeted  to  increase  the  participation  of  people  with 
disabilities  from  diverse  backgrounds  in  community 
service  and  educational  programs.   As  it  relates  to 
employment,  this  study  will  review  the  implementation 
of  the  Rehabilitation  Amendments  of  1992  directed  to 
increasing  diversity  in  the  State-Federal 
rehabilitation  system,  and  the  success  of  the 
enforcement  of  the  ADA  for  individuals  with 
disabilities  representing  diverse  backgrounds. 

Council  Member  Larry  Brown  heads  the  NCD 
Committee  on  minority  issues,  and  continues  to 
monitor  issues  such  as  affirmative  action,  which  are 
particularly  important  to  minorities  with 
disabilities.   The  Council  to  date  has  not  targeted  a 
study  specifically  on  affirmative  action. 

MR.  STOKES:   To  what  extent  would  these  achievements 
be  threatened  by  a  possible  elimination  of 
affirmative  action  provisions? 

MS.  BRISTO:   According  to  a  1994  Louis  Harris  poll, 
over  two  thirds  of  individuals  with  disabilities  are 
unemployed.   1993  statistics  from  the  Department  of 
Commerce  indicate  that  only  13.2%  of  African  American 
individuals  with  disabilities  in  the  labor  force  are 
employed.   We  believe  the  elimination  of  affirmative 
action  programs  would  have  a  negative  impact  on  the 
employment  opportunities  for  minorities  with 
disabilities,  and  lead  to  even  higher  unemployment 
rates. 

PEOPLE  WITH  DISABILITIES 

MR.  STOKES:   People  with  disabilities  make  up  what 
portion  of  the  United  States  population? 

MS.  BRISTO:   According  to  a  1992  report  by  the 
Department  of  Commerce,  there  are  approximately  4  9 
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million  individuals  with  disabilities. 

PROGRESS 

MR.  STOKES:   Are  we  making  significant  progress  in 
expanding  independent  living,  enhancing  community 
integration,  and  increasing  employment  opportunities 
for  people  with  disabilities? 

MS.  BRISTO:   Progress  has  been  made  to  improve 
independent  living  opportunities  for  individuals  with 
disabilities,  however,  greater  progress  could  be 
achieved  if  the  programs  were  funded  more  fully. 
Progress  has  also  been  made  to  integrate  individuals 
with  disabilities  into  society  through  social  and 
legal  change.   However,  implementation  of  laws 
requiring  integration,  including  both  heightened 
enforcement  and  adequate  funding,  are  needed  to 
support  these  efforts. 

The  employment  provisions  of  the  ADA  provide  an 
extraordinary  increase  in  employment  opportunities 
for  individuals  with  disabilities.   However,  it  is 
too  early  to  gauge  the  ultimate  success  of  these 
provisions.   Furthermore,  the  ADA  is  but  one  tool  to 
improve  employment  opportunity,  and  by  itself  will 
not  radically  reform  employment  statistics.   However, 
the  law  does  continue  to  keep  our  nation  focused  on 
enhancing  opportunities  for  individuals  with 
disabilities.   NCD  has  heard  from  hundreds  of 
individuals  with  disabilities  who  indicated  that  the 
employment  provisions  of  the  ADA  improved  their 
lives. 

MR.  STOKES:   For  people  with  disabilities  who  are 
able  and  want  to  work,  what  is  the  rate  of 
unemployment? 

MS.  BRISTO:   67%  according  to  a  recent  poll  by  Louis 
Harris  and  Associates,  Inc.   Cost/benefit  analyses 
conducted  by  the  Rehabilitation  Services 
Administration  consistently  indicate  the  financial 
benefits  to  the  taxpayer  in  ensuring  that  individuals 
with  disabilities  are  employed. 

MR.  STOKES:   What  is  the  rate  for  adults  with 
disabilities,  and  what  is  it  for  teenagers  with 
disabilities? 

MS.  BRISTO:   Department  of  Commerce  and  Harris  poll 
figures  do  not  break  down  the  overall  percentage  for 
teenagers.   We  will  be  happy  to  research  this 
question  further,  and  provide  a  fuller  answer  for  the 
record. 
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MR.  STOKES:   In  each  instance,  how  does  it  compare 
with  the  unemployment  rate  of  the  general  population? 

MS.  BRISTO:   As  stated  above,  we  do  not  have  figures 
for  the  employment  rates  of  teenagers  with 
disabilities.   For  individuals  from  16-64  generally, 
two  thirds  are  unemployed,  compared  to  the  most 
recent  Department  of  Labor  figures  showing  5.5% 
unemployment  for  the  general  population  in  March  of 
1995. 

TOWN  HALL  MEETINGS 

MR.  STOKES:   The  Council  has  convened  a  number  of 
town  hall  meetings  and  a  number  of  others  are  planned 
across  the  country.   How  does  the  Council  determine 
where  to  convey  them,  are  they  targeted  by  region, 
and  are  they  community  specific? 

MS.  BRISTO:     The  Council  strives  to  achieve  a  broad 
geographic  and  cross  disability  representation  at 
town  meetings.   For  example,  the  IDEA  hearings  which 
we  held  last  year  were  targeted  to  occur  in  each 
Department  of  Education  designated  federal  region  of 
the  country.   We  are  also  ensuring  that  our  current 
nationwide  ADA  town  meeting  tour  has  a  representative 
mix  of  rural  and  urban  locales. 

POLICY  DEVELOPMENT  ACROSS  AGENCIES 

MR.  STOKES:   What  role  does  the  Council  play  in 
developing  overarching  policy  across  federal  agencies? 

MS.  BRISTO:   Historically,  the  Council  has  had  an 
important  role  in  developing  overarching  disability 
policy.   For  example,  our  groundbreaking  study,  Toward 
Independence,    an  Assessment   of  Federal   Lavs  and 
Programs  Affecting  Persons   vith  Disabilities   --  With 
Legislative  Recommendations,    recommended  policy  changes 
which  were  the  basis  for  the  ADA.   The  Council  is 
currently  undertaking  a  similar  process  to  determing 
emerging  disability  policy  issues  for  the  next  decade 
and  beyond.   The  Council  also  provides  advice  on 
disability  policy  to  the  Congress  and  various  federal 
agencies  on  an  ongoing  basis.   Please  refer  to  my  oral 
testimony,  noted  in  the  transcript  at  pages  144-145. 
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EXECUTIVE  SUMMARY 


Overview  and  Mission 

The  National  Council  on  Disability  is  an  independent  Federal  agency  led  by  15  members 
appointed  by  the  President  of  the  United  States  and  confirmed  by  the  U.S.  Senate1.   The 
overall  purpose  of  the  National  Council  is  to  promote  policies,  programs,  practices,  and 
procedures  that  guarantee  equal  opportunity  for  all  individuals  with  disabilities, 
regardless  of  the  nature  or  severity  of  the  disability,  and  to  empower  individuals  with 
disabilities  to  achieve  economic  self  sufficiency,  independent  living,  and  inclusion  and 
integration  into  all  aspects  of  society. 

While  many  government  agencies  address  issues  and  programs  affecting  people  with 
disabilities,  the  National  Council  is  the  only  federal  agency  charged  with  analyzing  and 
making  recommendations  on  issues  of  public  policy  which  affect  people  with  disabilities 
regardless  of  age,  disability  type,  perceived  employment  potential,  economic  need, 
specific  functional  ability,  status  as  a  veteran,  or  other  individual  circumstance.    The 
National  Council  recognizes  its  unique  opportunity  to  facilitate  independent  living, 
community  integration,  and  employment  opportunities  for  people  with  disabilities  by 
assuring  an  informed  and  coordinated  approach  to  addressing  the  concerns  of  persons 
with  disabilities  and  eliminating  barriers  to  their  active  participation  in  community  and 
family  life. 

Specific  Duties 

The  current  statutory  mandate  of  the  National  Council  includes  the  following: 

♦  Reviewing  and  evaluating,  on  a  continuing  basis,  policies,  programs,  practices, 
and  procedures  concerning  individuals  with  disabilities  conducted  or  assisted  by 
Federal  departments  and  agencies,  including  programs  established  or  assisted 
under  the  Rehabilitation  Act  of  1973,  as  amended,  or  under  the  Developmental 
Disabilities  Assistance  and  Bill  of  Rights  Act;  and  all  statutes  and  regulations 
pertaining  to  Federal  programs  which  assist  such  individuals  with  disabilities  in 
order  to  assess  the  effectiveness  of  such  policies,  programs,  practices,  procedures, 
statutes,  and  regulations  in  meeting  the  needs  of  individuals  with  disabilities; 

♦  Reviewing  and  evaluating,  on  a  continuing  basis,  new  and  emerging  disability 
policy  issues  affecting  individuals  with  disabilities  at  the  Federal,  State,  and  local 


/l  The  National  Council  was  initially  established  in  1978  as  an  advisory  board  within  the 
U.S.  Department  of  Education  (P.L.  98-602).  The  Rehabilitation  Act  Amendments  of  1984 
transformed  the  Council  into  an  independent  Federal  agency.  The  Council's  most  recent 
reauthorization  occurred  as  part  of  the  Rehabilitation  Amendments  of  1992  (P.L.  102-569). 
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levels,  and  in  the  private  sector,  including  the  need  for  and  coordination  of  adult 
services,  access  to  personal  assistance  services,  school  reform  efforts  and  the 
impact  of  such  efforts  on  individuals  with  disabilities,  access  to  health  care,  and 
policies  that  operate  as  disincentives  for  the  individuals  to  seek  and  retain 
employment. 

Making  recommendations  to  the  President,  the  Congress,  the  Secretary  of 
Education,  the  Director  of  the  National  Institute  on  Disability  and  Rehabilitation 
Research,  and  other  officials  of  Federal  agencies,  respecting  ways  to  better 
promote  equal  opportunity,  economic  self-sufficiency,  independent  living,  and 
inclusion  and  integration  into  all  aspects  of  society  for  Americans  with 
disabilities. 

Providing  the  Congress,  on  a  continuing  basis,  advice,  recommendations, 
legislative  proposals,  and  any  additional  information  which  the  Council  or  the 
Congress  deems  appropriate; 

Gathering  information  about  the  implementation,  effectiveness,  and  impact  of  the 
Americans  with  Disabilities  Act  of  1990  (42  U.S.C.  12101  et  seq.); 

Advising  the  President,  the  Congress,  the  Commissioner  of  the  Rehabilitation 
Services  Administration,  the  Assistant  Secretary  for  Special  Education  and 
Rehabilitative  Services  within  the  Department  of  Education,  and  the  Director  of 
the  National  Institute  on  Disability  and  Rehabilitation  Research  on  the 
development  of  the  programs  to  be  carried  out  under  the  Rehabilitation  Act  of 
1973,  as  amended; 

Providing  advice  to  the  Commissioner  with  respect  to  the  policies  of  and  conduct 
of  the  Rehabilitation  Services  Administration; 

Providing  advice  to  the  Director  of  the  National  Institute  on  Disability  and 
Rehabilitation  Research  (NIDRR)  on  the  policies  and  conduct  of  NIDRR, 
including  ways  to  improve  research  concerning  individuals  with  disabilities  and 
the  methods  of  collecting  and  disseminating  the  findings  of  such  research; 

Providing  advice  regarding  priorities  for  the  activities  of  the  Interagency 
Disability  Coordinating  Council  and  reviewing  the  recommendations  of  such 
Council  for  legislative  and  administrative  changes  to  ensure  that  such 
recommendations  are  consistent  with  the  purposes  of  the  Council  to  promote  the 
full  integration,  independence,  and  productivity  of  individuals  with  disabilities; 

Preparing  and  submitting  to  the  President  and  the  Congress  a  report  entitled 
National  Disability  Policy:  A  Progress  Report  on  an 
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♦         Preparing  and  submitting  to  the  Congress  and  the  President  a  report  containing  a 
summary  of  the  activities  and  accomplishments  of  the  Council  on  an  annual  basis. 

The  National  Council  plays  a  major  role  in  developing  disability  policy  in  America.    In 
fact,  it  was  the  Council  that  originally  proposed  what  eventually  became  the  Americans 
with  Disabilities  Act  of  1990.   Our  present  list  of  key  issues  includes  personal  assistance 
services,  health  care  reform,  the  inclusion  of  students  with  disabilities  in  high  quality 
programs  in  typical  neighborhood  schools,  equal  employment  opportunity,  community 
housing,  monitoring  the  implementation  of  the  Americans  with  Disabilities  Act, 
improving  assistive  technology,  and  ensuring  that  persons  with  disabilities  who  are 
members  of  minority  groups  fully  participate  in  society. 

Essential  Organizational  Competencies  Needed  to  Address  the  National 
Council  on  Disability's  Congressional  Mandates 

From  the  above  statement  of  mission  and  duties,  it  is  clear  that  the  Congressional  vision 
of  the  NCD  is  one  of  an  agency  that  provides  high-level,  trans-departmental,  trans- 
political,  and  technically  accurate  information  to  the  President,  the  Congress,  Federal 
agencies,  and  the  public  at  large  on  a  wide  variety  of  complex  policy  issues  impacting 
upon  the  quality  of  life  experienced  by  people  with  disabilities,  their  families,  and 
communities  all  across  America.   It  is  clear  from  our  authorizing  statute  that  the 
Congress  intends  that  the  Council  exercise  wisdom  in  its  choice  of  issues,  work  closely 
with  governmental  and  non-governmental  agencies,  and  deploy  its  research  and  other 
non-staff  resources  in  a  manner  that  will  ensure  non-duplication  of  effort  and  a 
maximum  return  on  its  policy  development  and  communications  activities. 

In  full  support  of  the  President's  and  Vice  President's  leadership  in  the  area  of 
"reinventing  government"2,  the  Council  intends  to  invest  its  FY  1996  resources  in  a 
manner  that  will  provide  for  a  small,  highly  competent  staff  who  will  provide  expert 
support  to  the  Council  in  its  important  policy  development  and  communications 
activities.   In  addition,  the  staff  will  engage  in  frequent  interactions  with  persons  who 
are  consumers  of  services  and  various  interagency  groups  concerned  with  disability 
policy  issues  whose  purpose  is  to  eliminate  burdensome  (and  often  duplicative) 
procedures  that  persons  with  disabilities  must  currently  face  in  order  to  receive  the 
services  and  supports  they  might  require  to  lead  lives  of  maximum  independence, 
productivity,  and  inclusion.   The  Council  will  invest  its  non-staff  resources  in 
researching  the  most  pressing  issues  in  the  area  of  disability  policy  (through  the  active 
involvement  of  consumers  and  the  public)  and  in  communicating  its  findings  to  senior 


II  Gore,  A.  (1993).  From  Red  Tape  to  Results:  Creating  a  Government  that  Works  Better  and 
Costs  Less  -  Report  of  the  National  Performance  Review.  Washington,  DC:  U.S.  Government 
Printing  Office. 
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level  policy  makers  in  the  Administration,  the  Congress,  and  the  private  sector  in  a 
maximally  effective 


To  this  end,  we  respectfully  request  budgetary  support  for  the  mix  of  staff,  research, 
and  communication  activities  that  will  enable  the  Council  to  aggressively  address  its 
important  mission  in  FY  1996. 

Summary  of  FY  1996  Budget  Request 

The  National  Council  on  Disability  request  for  FY  1996  funds  in  the  amount  of 
$1,830,000  has  been  developed  according  to  historical  experience,  our  analysis  of  the 
critical  issues  which  will  impact  on  the  quality  of  life  experienced  by  Americans  with 
disabilities  during  FY  1996,  and  our  appraisal  of  projected  budgetary  needs  to  address 
these  issues  in  keeping  with  our  Congressional  mandate.   This  request  includes  funds  for 
personnel  expenses,  research,  and  administrative  expenses,  including  travel.   It  is  also 
our  intention  to  allow  for  the  increased  participation  of  people  with  disabilities,  family 
members,  and  other  interested  citizens  through  active  outreach  activities.   In  addition, 
this  request  includes  funding  to  meet  rental  expenses,  necessary  equipment  purchases, 
and  the  capacity  to  provide  reasonable  accommodations  and  to  produce  Council 
materials  in  accessible  formats  for  persons  with  disabilities. 

It  is  our  firm  belief  that  investment  in  improving  policies  and  services  affecting  the  lives 
of  Americans  with  disabilities  can  be  of  major  assistance  in  reducing  the  deficit  and 
broadening  the  potential  revenue  base,  most  directly  through  allowing  persons  with 
disabilities  to  be  productive,  tax  paying  citizens,  who  are  contributing  and  valued 
members  of  their  local  communities  —  as  they  wish  to  be.   In  order  to  provide  sound 
policy  advice  on  issues  which  affect  the  lives  of  the  49  million  Americans  with 
disabilities,  which  involve  more  than  200  federal  programs,  and  which  account  for  more 
than  200  billion  dollars  in  federal  expenditures  annually,  the  National  Council  needs  to 
be  provided  with  the  resources  necessary  to  accomplish  these  ambitious,  yet  vital,  tasks. 
With  these  resources,  the  National  Council  on  Disability  will  be  able  to  assist  the 
President,  the  Congress,  and  senior  leadership  of  programs  serving  persons  with 
disabilities  in  the  development  and  evaluation  of  responsive  and  cost-effective  disability 
policy. 
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PROPOSED  APPROPRIATIONS  LANGUAGE 

National  Council  on  Disability 
Salaries  and  Expenses 

For  expenses  necessary  for  the  National  Council  on  Disability  as  authorized  by  title  IV 
of  the  Rehabilitation  Act  of  1973,  as  amended,  [$1,830,000]  (Departments  of  Labor, 
Health  and  Human  Services,  and  Education,  and  Related  Agencies  Appropriations  Act, 
1996.) 


7. 

ANALYSIS  OF  LANGUAGE  PROVISIONS  AND  CHANGES 

Beyond  the  change  in  the  numerical  amount  of  the  appropriation,  there  are  no  proposed 
changes  in  appropriations  language. 
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AUTHORIZING  LEGISLATION 

The  National  Council  was  initially  established  in  1978  as  an  advisory  board  within  the 
Department  of  Education  (Public  Law  95-602).    The  Rehabilitation  Act  Amendments  of 
1984  (Public  Law  98-221)  transformed  the  National  Council  into  an  independent  agency 
and  required  the  Council  to  provide  independent  expert  advice  to  the  Congress  and  the 
Administration.    The  statutory  mandate  of  the  National  Council  was  most  recently 
modified  by  the  Rehabilitation  Act  Amendments  of  1992  (Public  Law  102-569)  and  the 
Rehabilitation  Act  and  Education  of  the  Deaf  Act  Technical  Amendments  of  1993 
(Public  Law  103-73).   The  National  Council's  authorization  of  appropriations,  section 
405  of  the  Rehabilitation  Act,  will  expire  on  September  30,  1997. 


9. 

BUDGET  AUTHORITY  AND  STAFFING  BY  ACTIVITY 

Salaries  and  Expenses 


FY  1994 

FY19953 

FY  1996 
REOUEST 

Budget  Authority 

1,690,000 

1,743,000 

1,830,000 

FTE 

11 

11 

11 

Positions  (FTP)4 

9 

9 

9 

/3  Estimated. 

/4  Please  note  that  2.0  FTEs  are  reserved  to  cover  the  salaries  of  Council  Members. 
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SUMMARY  OF  CHANGES 

Built-in 

111.9  Total  Personnel  Compensation.   FY  1995  estimate  is  $630,419.   FY  1996  request  is 
$665,000.   Increase  due  to  anticipated  increase  in  the  number  of  days  worked  by 
Council  members  as  well  as  automatic  pay  step  increases  for  staff. 

112.1  Personnel  Benefits:  Civilian.  FY  1995  estimate  is  $111,000.  FY  1996  request  is 
$130,000.  Reflects  revised  estimate  of  benefits  costs  based  on  proposed  increase  in  the 
total  personnel  compensation. 

123.1  Rental  Payments  to  GSA.    FY  1995  estimate  is  $125,000.    FY  1996  request  is 
$130,000.   The  Council's  office  space  is  arranged  through  the  General  Services 
Administration  (GSA).   The  amount  requested  for  FY  1996  reflects  the  costs  payable  to 
GSA  per  its  leasing  arrangement  with  our  landlord. 

Program  Changes 

125.0  Other  Services.   FY  1995  estimate  is  $525,000.   FY  1996  request  is  $555,000.   The 
Council  requires  resources  for  external  research  expenditures  in  order  to  fulfill  its 
statutory  mandates.   This  modest  increase  request  reflects  the  Council's  commitment  to 
increasing  the  participation  of  people  with  disabilities,  family  members,  and  other 
interested  citizens  in  the  research  process. 

126.0  Supplies  and  Materials.   FY  1995  estimate  is  $23,000.   FY  1996  request  is 
$27,000. 

131.0  Equipment.    FY  1995  estimate  is  $24,000.   FY  1996  request  is  for  $26,000. 
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Analysis  of  Changes:  FY  1995  to  FY  1996 

FY  1995s  FY  1996  Change 

Request 

Budget  Authority  1,743,000  1,830,000  +87,000 

Amt.  Available  for 
Obligation  1,743,000  1,830,000  +87,000 


Full-Time  Permanent                         479,000                      503,000  +24,000 

Other  Than  FuU-Time                       145,000                      156,000  +11,000 

Other  Personnel  Comp.                         6,000                          6,000  0 

Total  Personnel  Comp.                      630,419                      665,000  +34,581 

130,000  +19,000 

170,000  0 

130,000  +5,000 

90,000  0 

45,000  0 

547,000  +22,000 

27,000  +4,000 

26,000  +2,000 

1,830,000  +87,000 


11. 


Civilian  Personnel 
Benefits 

111,000 

Travel  and  Transport- 
ation of  Persons 

170,000 

Rental  Payments  to 
GSA 

125,000 

Communications 

90,000 

Printing  and  Reproduction 

45,000 

Other  Services 

525,000 

Supplies  and  Materials 

23,000 

Equipment 

24,000 

Total  Obligations 

1,743,000 

[5  Estimate. 
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PERSONNEL  SUMMARY 


Estimated  FY  1995  Positions 

Executive  Director 
Deputy  Executive  Director 
Public  Affairs  Specialist 
Program  Specialist 
Program  Specialist 
Research  Specialist 
Administrative  Officer 
Executive  Secretary 
Staff  Assistant  (typing) 

Total  =  96 


Grade 


Salary 


15(AD) 

$90,000 

14 

$74,000 

13 

$58,000 

13 

$56,000 

13 

$48,000 

13 

$46,000 

11 

$40,000 

09 

$38,000 

07 

$29,000 

FY  1996  Positions 
(Request) 


Grade 


Executive  Director 
Deputy  Executive  Director 
Public  Affairs  Specialist 
Program  Specialist 
Program  Specialist 
Research  Specialist 
Administrative  Officer 
Executive  Secretary 
Staff  Assistant  (typing) 

Total  =  97 


15(AD) 

$93,000 

14 

$78,000 

13 

$61,000 

13 

$58,500 

13 

$50,500 

13 

$49,000 

11 

$42,000 

09 

$40,000 

07 

$31,000 

[6  Please  note  that  2.0  FTEs  are  also  reserved  to  pay  the  salaries  of  Council  Members. 
12   Please  note  that  2.0  FTEs  are  also  reserved  to  pay  the  salaries  of  Council  Members. 


13. 

AMOUNTS  AVAILABLE  FOR  OBLIGATION 


FY  19958 

FY  1996 
Request 

Net  Change 

Budget  Authority 

1,743,000 

1,830,000 

+  87,000 

Outlays 

1,743,000 

1,830,000 

+  87,000 

FTE 

11 

11 

0 

Positions  (FTP)' 

9 

9 

0 

IS.  Estimate. 

IS.  Please  note  that  2.0  FTEs  are  reserved  to  pay  the  salaries  of  Council  Members. 
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14. 

APPROPRIATIONS  HISTORY 

Salaries  and  Expense  Account 
(Amounts  in  thousands  of  dollars) 


Fiscal  Year  Budget  Authority 

1980  25 

1981  205 

1982  197 

1983  198 

1984  500 

1985  750 

1986  732 

1987  860 

1988  871'° 

1989  1,160 

1990  1,540 

1991  1,439 

1992  1,569 

1993  1,541 

1994  1,690 

1995  1,743" 

1996  1,830'2 


/10  FY  1988  amount  reflects  reductions  pursuant  to  P.L.  100-436. 
Ill  Estimate. 
/12  Request. 


STAFFING  HISTORY 

The  following  represents  the  staffing  history  of  the  National  Council  on  Disability  for 
the  past  10  fiscal  years: 


Fiscal  Year                           Fi 

ill  Time  Equivalents  fFTEs) 

1986 

9 

1987 

9 

1988 

9 

1989 

10 

1990 

8 

1991 

9 

1992 

10 

1993 

11 

1994 

11 

1995 

11 

1996 

11 

698 


CONGRESSIONAL  DIRECTIVES 

Please  note  that  there  were  no  Congressional  directives  included  in  the  National  Council 
on  Disability's  last  appropriation. 


NARRATIVE  JUSTIFICATION 


The  National  Council  on  Disability's  budget  request  for  FY  1996  is  in  the 
$1,830,000.   A  detailed  breakdown  and  justification  of  this  request  follow. 

PERSONNEL 

FTEs 

For  FY  1996  the  National  Council  requests  11.0  FTEs.  This  request  includes  two  FTEs 
to  cover  the  per  diem  salaries  of  Council  Members  and  nine  FTEs  to  cover  the  staff  of 
the  Council. 

Council  Members.    By  statute,  the  National  Council  on  Disability  must  meet  at  least 
four  times  per  year.   The  Council  also  has  the  authority  to  hold  other  meetings  and 
hearings  at  such  times  and  places  as  it  deems  necessary  in  order  to  fulfill  its  overall 
mission  to  provide  accurate  and  detailed  advice  to  the  President  and  the  Congress  on  all 
matters  pertaining  to  disability  policy.    In  addition,  individual  Council  members  may 
participate  in  a  variety  of  interagency  working  groups  such  as  the  Interagency  Council 
on  Disability  Research,  the  Interagency  Committee  on  Developmental  Disabilities,  and 
other  groups  and/or  participate  in  an  advisory  capacity  to  groups  such  as  the  President's 
Committee  on  the  Employment  of  People  with  Disabilities,  the  Institute  of  Medicine,  the 
Centers  for  Disease  Control  and  Prevention,  the  National  Institute  on  Disability  and 
Rehabilitation  Research  and  the  Rehabilitation  Service  Administration.   Each  of  these 
interagency  committees  and  working  groups  is  authorized  by  Federal  statute. 

In  addition  to  standing  committees  and  working  groups,  members  of  the  National 
Council  are  requested  to  serve  on  many  disability-related  task  forces  established  by 
other  agencies  and  private  entities  as  a  result  of  the  enactment  of  the  Americans  with 
Disabilities  Act  and  the  Council's  Congressionally  mandated  monitoring  role  regarding 
the  implementation  of  this  important  legislation. 

Under  our  authorizing  statute,  the  15  members  of  the  National  Council  on  Disability  are 
entitled  to  payment  for  their  services  on  behalf  of  the  Council  at  a  rate  equal  to  level  4 
of  the  Senior  Executive  Service  Schedule.   Our  experience  in  the  past  indicates  that  the 
assignment  of  two  FTEs  to  this  area  of  personnel  is  the  most  appropriate  method  of 
allocating  our  overall  FTE  resources. 

Council  Staff.   The  position  of  Executive  Director  is  authorized  in  the  National  Council's 
statute  and  is  responsible  for  the  overall  administrative,  policy,  communications,  and 
liaison  activities  of  the  Council.   The  Deputy  Director  provides  for  the  day-to-day 
management  of  the  agency,  addressing  the  technical  aspects  of  the  Council's  personnel, 
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18. 

fiscal,  legal,  and  other  administrative  functions,  including  the  daily  supervision  of 
professional  and  support  staff. 

Two  Program  Specialists  and  one  Research  Specialist  conduct  ongoing  inquiries  into  the 
most  pressing  problems  facing  people  with  disabilities,  produce  policy  reports  and  draft 
recommendations,  track  important  legislative  and  policy  issues,  maintain  and  expand 
interagency  relations  regarding  the  development  and  evaluation  of  well-coordinated 
disability  policy,  and  provide  programmatic  information  and  referral  services. 

The  Public  Affairs  Specialist  is  responsible  for  monitoring  all  media  coverage  of  issues 
impacting  on  people  with  disabilities,  developing  and  producing  informational  materials 
for  the  public,  developing  an  agency  communications  plan,  arranging  interviews  between 
the  media  and  Council  members,  and  publicity  regarding  Council  events  (such  as 
quarterly  meetings)  to  promote  a  high  degree  of  public  participation  in  Council 
activities. 

The  three  support  staff  members  include  an  Administrative  Officer,  an  Executive 
Secretary  and  a  Staff  Assistant  who  perform  the  technical  aspects  of  contract,  business, 
and  budgeting  functions  (such  as  data  entry)  as  well  as  typing  and  filing,  answering  the 
telephones  and  directing  callers  to  the  appropriate  professional  staff,  record-keeping  and 
other  supportive  functions.    The  National  Council  also  uses  students  to  supplement  the 
support  staff. 

Full-Time  Positions 

For  FY  1996,  the  National  Council  requests  a  budget  of  $503,000  for  salary  expenses 
associated  with  full-time  permanent  employees.  This  amount  represents  the  projected 
actual  cost  of  maintaining  projected  FY  1995  staffing  levels,  including  step  increases. 
No  funds  have  been  included  for  a  1996  pay  raise. 

Other  Than  Full-Time  Positions 

For  FY  1996,  the  Council  requests  $156,000  for  compensation  of  National  Council 
members.   National  Council  members  are  paid  at  a  rate  equal  to  level  4  of  the  Senior 
Executive  Service  Schedule,  as  required  by  statute.   This  budgeted  amount  reflects  the 
intention  of  Members  to  be  actively  involved  and  familiar  with  the  activities  and  affairs 
of  the  National  Council  on  Disability.    It  also  reflects  previous  utilization  rates  and 
projected  actual  activities. 

Other  Personnel  Compensation  and  Benefits 

A  total  of  $136,000  is  requested  for  other  personnel  compensation  and  benefits  during 
FY  1996.   This  amount  includes  $6,000  for  overtime  or  compensatory  time  and 
performance  awards  and  $130,000  for  personnel  benefits.   Personnel  benefits  are  a 
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19. 


direct  function  of  the  amount  of  budgeted  salary  and  wages.  Overtime  pay  is  required 
for  certain  employees  who  are  required  to  travel  to  out-of-town  meetings  or  who  must 
provide  after  hour  work  during  peak  periods. 


TRAVEL 

As  the  most  senior-level  agency  charged  with  providing  the  President  and  the  Congress 
with  advice  regarding  policies  and  programs  affecting  all  49  million  Americans  with 
disabilities,  it  is  essential  that  the  Council  has  an  accurate  and  representative 
understanding  of  the  most  important  issues  confronting  people  with  disabilities.   This  is 
recognized  in  our  authorizing  statute  through  the  inclusion  of  provisions  which  allow  the 
Council  to  travel  and  hold  hearings  or  other  meetings  at  such  times  and  locations  as  it 
deems  necessary.   During  FY  1996,  the  Council  will  continue  these  activities  with  major 
input  from  persons  with  disabilities,  family  members,  and  other  interested  citizens. 

Members  of  the  National  Council 

The  Fifteen  members  of  the  Council  receive,  by  law,  reimbursement  of  travel  expenses 
associated  with  a  minimum  of  four  meetings  per  year  required  by  statute  and  with  such 
other  meetings  that  the  National  Council  may  schedule.   National  Council  members  are 
also  reimbursed  for  travel  to  meetings,  consumer  forums,  professional  conferences  and 
other  official  functions  where  they  represent  the  National  Council  on  Disability. 
Because  some  of  the  National  Council  members  are  people  with  disabilities,  it  is 
important  to  note  that  additional  travel  costs  may  be  required  for  reasonable 
accommodations  such  as  attendants.   For  FY  1996,  we  are  requesting  $90,000  for  travel 
by  National  Council  members. 

Staff 

Staff  travel  is  budgeted  at  $55,000  for  FY  1996.   Professional  staff  members  are 
required  to  travel  to  meetings  of  the  National  Council  when  they  are  held  outside  of  the 
District  of  Columbia.   The  National  Council  also  has  assigned  a  high  priority  to  holding 
consumer  forums  in  various  cities  nationwide  to  allow  people  with  disabilities  to  express 
their  views  directly  to  the  National  Council  members  and  staff. 

Staff  members  will  be  required  to  assist  in  arranging  and  conducting  these  forums. 
Additionally,  staff  members  also  will  participate  in  various  professional  meetings  and 
conferences,  and  make  site  visits  to  programs  serving  people  with  disabilities  which  are 
supported  with  Federal  funds.   As  was  previously  mentioned  under  National  Council 
Members'  travel,  staff  members  also  include  people  with  disabilities  who  may  require 
additional  travel  costs  for  attendants. 
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Council  Advisors 

The  National  Council  is  committed  to  involving  leaders  in  disability  policy  and  research 
from  across  the  Nation  as  advisors  to  participate  with  the  National  Council  on  Disability 
in  many  roles.   The  National  Council  plans  to  involve  a  small  number  of  selected 
advisors  in  its  scheduled  meetings  and  consumer  forums  during  FY  1996.   The  National 
Council  will  reimburse  participants  in  these  meetings  for  travel  and  per  diem.    No  funds 
will  be  used  to  pay  salaries  for  advisors  in  these  meetings.   For  FY  1996,  we  request 
$35,000  to  support  this  outreach  and  empowerment  activity. 

RENTAL  PAYMENTS  TO  GSA 

The  National  Council  currently  occupies  office  space  at  1331  F  Street,  N.W.   in 
Washington,  DC  and  maintains  storage  space  at  the  Department  of  Transportation 
Building  located  at  7th  and  D  Streets  S.W.,  Washington,  DC.   Leasing  arrangements 
are  coordinated  for  the  Council  through  the  General  Services  Administration.   During 
FY  1996  the  Council  will  be  responsible  for  $130,000  in  rental  payments  through  its 
lease. 


COMMUNICATIONS,  UTILITIES  AND  MISCELLANEOUS  CHARGES 

Telephones 

The  National  Council's  budget  includes  an  estimated  $45,000  for  telephone  service 
during  FY  1996.   This  estimate  is  based  on  historic  costs  as  well  as  costs  associated  with 
the  Council's  need  to  maintain  responsibility  for  its  total  telephone  expenditures.   This 
amount  also  includes  the  cost  of  conference  calls  for  Council  committees,  a  much  more 
cost-effective  method  for  conducting  interim  business  than  bringing  various  committee 
members  into  Washington  for  meetings. 

The  National  Council  operations  require  the  use  of  telephones  and  telecommunications 
devices  for  both  local  and  long  distance  calling  to  maintain  communications  with 
National  Council  members,  advisors,  other  agencies,  private  organizations,  and 
members  of  the  public. 

Postage  and  Delivery 

The  National  Council  maintains  regular  communications  with  persons  with  disabilities, 
agencies,  organizations  and  with  private  provider  organizations  serving  people  with 
disabilities.   Frequent  mailings  are  also  made  to  the  National  Council  members,  advisors 
and  persons  interested  in  disability  issues  nationwide.   The  National  Council  distributes 
its  quarterly  newsletter  to  approximately  25,000  individuals  and  organizations 
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nationwide.    Postage  is  also  needed  for  the  dissemination  of  National  Council's  reports. 
In  addition,  the  National  Council's  business  requires  the  occasional  use  of  local  delivery 
and  messenger  services  to  insure  prompt  and  safe  delivery  of  documents  to  other 
agencies  located  in  Washington,  D.C.    For  FY  1996,  we  request  $40,000  for  projected 
postal  and  related  costs. 

Miscellaneous 

Five  thousand  dollars  ($5,000)  has  been  budgeted  for  miscellaneous  contractual  services 
and  expenses  in  FY  1996.    The  amount  budgeted  under  this  category  will  be  used  to  pay 
for  small,  unexpected  purchases  not  included  in  other  budget  lines.    This  category  will 
also  be  used  to  secure  temporary  support  staff  when  workload  demands  exceed  available 
staff  resources  and  to  purchase  maintenance  services  for  office  equipment. 

PRINTING  AND  REPRODUCTION 

The  National  Council  has  budgeted  $45,000  in  FY  1996  for  printing  costs.   These  costs 
will  include:    (a)  printing  the  National  Council's  Annual  Policy  Report  to  Congress;  (b) 
printing  a  quarterly  newsletter  which  is  sent  to  25,000  persons  with  disabilities, 
professionals  and  organizations  interested  in  disability  issues  nationwide;  and  (c)  other 
public  information  materials  and  monographs  as  required.   In  addition,  the  National 
Council  plans  to  regularly  produce  materials  in  braille  and  other  accessible  formats  in 
order  to  ensure  that  people  with  visual  and  other  impairments  are  able  to  access  our 
materials. 


OTHER  SERVICES 

Research  and  Contractual  Services 

The  National  Council  has  budgeted  $460,000  to  be  used  for  research  studies  and 
contracts  during  FY  1996.   Research  studies  and  projects  are  commissioned  by  the 
Council  when  it  is  necessary  to  enlist  the  support  of  outside  individuals  and  groups  who 
possess  expertise  not  available  within  the  Council  itself.   Given  the  small  size  of  our 
agency,  the  judicious  use  of  external  research  studies  and  projects  substantially  enhances 
our  capability  to  meet  our  basic  mandate:   to  provide  expert  advice  to  the 
Administration  and  the  Congress  on  disability  policy  issues.   There  are  a  number  of 
projects  that  we  are  considering  for  FY  1996.   These  projects  include: 

Implementation  of  National  Disability  Policy  Goals:   Strategies  for  Success.   This 
project  will  provide  follow-up  to  the  Council's  work  during  FY  1994  and  FY  1995 
regarding  the  development  of  national  goals  in  the  area  of  disability  policy.   The 
project  will  serve  to  both  advise  the  Council  on  how  best  to  achieve  the  goals  set 
forth  in  its  earlier  work  and  provide  the  wider  community  of  persons  with 
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disabilities,  family  members,  and  other  interested  citizens  with  making  these  goals 
a  reality. 


ADA  Watch:   Actual  Outcomes  for  Americans  with  Disabilities.   This  ongoing 
project,  the  first  part  of  which  was  completed  in  FY  1993,  would  examine  the 
actual  outcomes  of  the  Americans  with  Disabilities  Act  (ADA)  in  terms  of 
employment,  wages,  community  inclusion,  access,  communications,  and  other  key 
indicators  impacting  on  the  quality  of  life  experienced  by  people  with  disabilities 
all  across  America.   The  report  will  include  both  quantitative  and  qualitative  data 
and  will  include  specific  recommendations  to  enhance  the  impact  of  the  ADA  on 
increased  independence,  productivity,  and  community  inclusion.    The  Council  is 
required  by  statute  to  monitor  the  implementation  of  the  ADA. 

Annual  Report  to  Congress  on  Disability  Policy.   The  NCD  is  required  by  statute 
(Title  IV  of  the  Rehabilitation  Act)  to  submit  an  Annual  Report  on  Disability 
Policy  to  Congress.   Several  new  requirements  were  added  to  the  contents  of  the 
Report  during  the  reauthorization  process  in  FY  1993,  requirements  which  led  to 
the  development  and  dissemination  of  the  first-ever  set  of  national  disability 
policy  goals  during  FY  1995. 

The  design,  methods,  and  reporting  vehicles  associated  with  these  studies  will  be 
carefully  coordinated  with  the  National  Institute  on  Disability  and  Rehabilitation 
Research  (NTDRR)  and  other  relevant  disability  research  agencies.   The  results  of  these 
three  projects  will  have  substantive  impact  on  the  quality  of  life  experienced  by  people 
with  disabilities  all  across  America. 

The  National  Council  also  finds  it  necessary  to  contract  from  time-to-time  with  experts 
in  the  Fields  of  disability  policy,  health  care  policy,  administration,  rehabilitation 
research,  special  education,  assistive  technology,  rehabilitation  medicine, 
communications,  and  other  relevant  fields  in  order  to  develop  detailed  analyses  of 
problem  areas  related  to  work  done  by  the  National  Council's  members  and  staff  in 
developing  policy  alternatives  and  supporting  data  for  those  alternatives.   Due  to  the 
unique  level  of  expertise  required  in  order  to  obtain  valid  data  in  many  of  these  areas,  it 
is  necessary  to  employ  outside  contractors  and  experts  to  assist  with  these  efforts. 

In  addition,  during  FY  1996  the  Council,  in  continuing  and  strong  support  of  the 
Administration's  commitment  to  increasing  access  and  participation  by  citizens  in 
government,  will  conduct  public  access  forums  designed  to  provide  multiple  levels  of 
access  to  the  development  and  improvement  of  disability  policy.   This  outreach  effort 
will  include  "town  meetings"  on  issues  of  importance  to  persons  with  disabilities 
(employment,  community  living,  personal  assistance  services,  health  care,  etc.)  at 
various  locations  around  the  country,  conference  calls,  regularly  scheduled  meetings  in 
Washington  on  major  issues  in  disability  policy  (similar  to  the  George  Washington 
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University's  highly  successful  Health  Care  Forums),  and  communication-,  with  regional, 
state,  and  local  leadership  charged  with  implementing  various  Federal  programs  (e.g. 
state-level  Vocational  Rehabilitation  Directors,  regional  technical  assistance  project  staff, 
staff  of  Mayors'  Offices  on  Disability,  etc.).    This  outreach  activity  will  dramatically 
increase  the  amount  of  data  available  to  the  Council  on  the  actual  experiences  of  people 
with  disabilities  with  governmental  programs,  outcomes  of  governmentally-supported 
programs,  etc.,  while  encouraging  the  active  involvement  of  persons  directly  affected  by 
decisions  regarding  disability  policy  in  developing  and  refining  these  policies. 

GSA  Support  Services  Contract 

The  National  Council  is  authorized  by  statute  to  contract  with  the  General  Services 
Administration  (GSA)  for  technical  and  administrative  assistance.  For  FY  1996,  we 
request  $50,000  to  support  this  activity. 

Readers,  Interpreters,  Attendants,  and  Meeting  Support 

In  addition  to  using  expert  contractors  to  develop  specific  data  and  background 
information  for  the  National  Council,  the  Council  uses,  on  a  contractual  basis, 
interpreters  for  people  who  are  hearing-impaired,  readers  for  people  with  visual 
impairments,  and  personal  care  assistants  for  people  with  severe  disabilities.    The 
temporary  employment,  by  contract,  of  such  providers  is  directly  related  to  the  nature 
of  work  performed  by  the  National  Council  and  to  the  explicitly  stated  policy  of 
affirmative  action  and  outreach  to  which  the  National  Council  on  Disability  subscribes. 
We  request  $30,000  to  support  this  activity  in  FY  1996. 

Training 

In  order  for  the  National  Council  staff  to  stay  current  with  critical  issues  facing  persons 
with  disabilities  and  improve  their  technical  skills,  participation  in  training  programs  is 
necessary.   The  sum  of  $7,000  has  been  budgeted  in  FY  1996  for  that  purpose. 


SUPPLIES  AND  MATERIALS 

The  National  Council's  budget  includes  $27,000  for  purchase  of  supplies  during  FY 
1995.   This  amount  includes  supplies  for  mailing  and  copying,  and  ordinary  office 
supplies  such  as  paper,  pens  and  pencils.   Also  budgeted  are  funds  for  the  purchases  of 
computer  software  and  library  materials,  and  for  subscriptions  to  relevant  scientific, 
technical  and  policy-oriented  electronic  information  services  and  publications. 
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EQUIPMENT 

As  a  highly  visible  agency  in  the  Executive  Branch  with  responsibility  for  providing 
expert  advice  on  disability  policy,  it  is  essential  that  the  NCD  serve  as  a  model  in  the 
area  of  ensuring  that  all  of  our  work  is  accessible  to  persons  with  disabilities.    In  order 
to  ensure  full  access  for  people  with  disabilities,  we  need  to  maintain  and  improve  our 
capability  to  produce  materials  in  accessible  formats  (such  as  braille  and  large  print) 
and  to  provide  assistive  communications  services  (such  as  audio  loops)  at  our  hearings 
and  meetings.    In  addition,  the  Council  anticipates  that  the  increased  outreach  to  which 
it  is  committed  will  result  in  the  need  for  more  efficient  office  equipment  designed  to 
respond  more  quickly  to  the  needs  of  consumers.   This  will  involve  the  on-going 
strategic  upgrading  of  our  office-based  computer,  printing,  and  communications 
systems.    For  FY  1996,  the  Council  requests  $26,000  to  support  these  activities. 
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MEMBERS  OF  THE  NATIONAL  COUNCIL  ON  DISABILITY 
AS  OF  SEPTEMBER  1,  1994 


Member 


Marca  Bristo,  Chairperson 

Access  Living 

310  South  Peoria  -  Suite  201 

Chicago,  IL   60607 


Linda  W.  Allison 

200  East  72nd  Street 

Apartment  16G 

New  York,  NY   10021 

Ellis  B.  Bodron 

Way,  Field  &  Bodron 
1001  Locust  Street 
P.O.  Box  1558 
Vicksburg,  MS  39181 

Larry  Brown,  Jr. 

12004  Piney  Glen  Lane 
Potomac,  MD   20854 


Term  Expires 


9/17/95 


FY  1994 
Compensation13 


John  A.  Gannon,  Vice  Chairperson  9/17/9214 

201  C  Street,  SE 
Washington,  DC   20003 


9/17/93 


9/17/93 


9/17/95 


Mary  Ann  Mobley  Collins 

2751  Hutton  Drive 
Beverly  Hills,  CA   90210 

Anthony  H.  Flack 
1216  Foxboro  Court 
Norwalk,  CT   06851 


9/17/91 


9/17/94 


/13  This  information  will  be  included  when  final  FY  1994  figures  are  available. 

/14  The  President  has  announced  his  intention  to  nominate  Mr.  Gannon  for  another  term. 
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Robert  S.  Midler 
4213  Red  Bush  Drive 
Grandville,  MI  49418 


9/17/92 


O'Day 

745  Somerville  Avenue 
Apartment  2 
Somerville,  MA   02143 


9/17/95 


Mary  M.  Raether 

1205  Huntmaster  Court 
McLean,  VA   22102 


9/17/94 


Shirley  W.  Ryan 
1001  Green  Bay  Road 
Winnetka,  IL   60093 


9/17/94 


Anne  C.  Seggennan 

5060  Congress  Street 
Fairfield,  CT   06430 


9/17/93 


Michael  B.  Unhjem 
4510  13th  Avenue,  SW 
Fargo,  ND  58121 


9/17/93 


Helen  W.  Walsh 

155  Clappboard  Ridge  Road 
Greenwich,  CT  06831 


9/17/92 


Kate  Pew  Wolters 

Steelcase  Foundation 

901  44th  St 

Grand  Rapids,  MI  49508 


9/17/95 
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CONSULTANTS 

Schedule  of  Advisory  and  Assistance  Services 

National  Council  on  Disability 
(in  thousands  of  dollars) 


Account  Title  and  Symbol  FY  94  FY  95IS  FY  96'* 


Salaries  and  Expenses: 
Account  No.  95-3500-0-1-506 

I.  Contractual  Services 

Studies,  Analyses, 
&  Evaluations 

497 

440 

460 

n.  Personnel  Appointments 

N/A 

N/A 

N/A 

HI.  Advisory  Committees 

N/A 

N/A 

N/A 

Totals 

497 

440 

460 

/15   Estimate. 
/16  Request. 
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28. 

SUMMARY  OF  REQUEST 


In  summary,  the  National  Council  on  Disability  request  for  FY  1996  funds  in  the 
amount  of  $1,830,000  has  been  developed  according  to  historical  experience  and 
projected  needs.    This  request  includes  funds  for  personnel  expenses,  rent, 
administrative  expenses,  and  travel.    In  addition,  this  request  includes  funding  for 
important  disability  policy  research  and  significantly  increased  access  by  persons  with 
disabilities  and  other  interested  citizens  to  the  policy-making  process.    Finally,  this 
budget  request  provides  for  necessary  equipment  purchases  and  the  continued  capacity 
to  produce  Council  materials  in  accessible  formats  for  persons  with  disabilities. 

We  look  forward  with  enthusiasm  to  the  opportunity  to  conduct  our  planned  activities 
for  FY  1996.    We  will,  of  course,  continue  to  provide  the  President  and  the  Congress 
with  timely  information  and  advice  on  the  most  pressing  issues  facing  Americans  with 
disabilities.    It  is  our  conviction  that  investment  in  improving  policies  and  services  for 
people  with  disabilities  will  contribute  to  reducing  the  deficit  and  broadening  the 
potential  revenue  base  by  allowing  persons  with  disabilities  to  be  productive,  tax  paying 
citizens,  as  they  wish  to  be.    In  order  to  provide  sound  policy  advice  on  issues  that  affect 
the  lives  of  the  49  million  Americans  with  disabilities,  involving  more  than  200  federal 
programs  and  more  than  200  billion  dollars  in  federal  expenditures  annually,  the 
National  Council  needs  to  be  provided  the  resources  necessary  to  accomplish  these 
ambitious,  yet  vital,  tasks. 

We  respectfully  request  that  the  Congress  provide  us  the  resources  we  need  to  achieve 
our  important  mission. 
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ATTACHMENT  A 
MAJOR  ACTIVITIES  SUMMARY 


FY  1994  ACTIVITIES 

In  Fiscal  Year  1994,  the  National  Council  on  Disability  began  a  wide  variety  of  activities 
in  an  effort  to  provide  the  President  and  the  Congress  with  recommendations  on  how  to 
increase  the  inclusion,  independence,  and  empowerment  of  all  Americans  with 
disabilities. 

The  activities  of  the  National  Council  in  FY  1994  included  the  continued  support  of  the 
Americans  with  Disabilities  Act  of  1990  (ADA),  Public  Law  101-336,  which  was  initially 
proposed  by  the  National  Council.    The  Council  was  able  to  achieve  this  goal  by 
continuing  to  monitor  the  implementation  of  the  ADA  by  conducting  an  Ad  Hoc  ADA 
Watch  Planning  Session  and  an  ADA  Watch  Roundtable.  The  Council  also  identified  the 
overall  needs  and  concerns  of  individuals  with  disabilities  by  conducting  hearings, 
forums  and  conferences  throughout  the  country,  and  by  responding  to  thousands  of 
telephone  and  written  inquiries  on  the  ADA  and  other  issues. 

Among  the  highlights  of  FY  1994,  the  Council  conducted  Five  town  meetings  on  how  to 
make  health  care  reform  work  for  people  with  disabilities,  and  released  a  major  report 
entitled,  Making  Health  Care  Reform  Work  for  Americans  with  Disabilities.    Summary 
Information  on  Five  "Town  Meetings"  on  Health  Care  Reform:  A  Report  to  the  President 
and  the  Congress  of  the  United  States. 

In  addition,  the  U.S.  Senate  confirmed  Marca  Bristo  of  Chicago,  Illinois,  as 
Chairperson  of  the  National  Council;  Bonnie  O'Day,  of  Boston,  Massachusetts;  and 
Kate  Pew  Wolters,  of  Grand  Rapids,  Michigan,  as  Members.    Larry  Brown,  Jr.,  of 
Potomac,  Maryland,  was  renominated  by  the  President  and  reconfirmed  by  the  Senate. 


ACTIVITIES 

During  FY  1994,  the  National  Council  conducted  several  activities  to  elicit  public 
response  on  issues  affecting  people  with  disabilities  and  to  inform  the  public  of  its 
activities.   The  following  is  a  summary  of  those  activities: 
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ADA  Summit 

February  10,  1994 

Synopsis 

As  the  organization  which  first  proposed  the  landmark  ADA,  the  National 
Council  on  Disability  convened  an  all-day,  national  summit  at  the  U.S.  Senate 
regarding  progress  to  date  in  ADA  implementation  and  strategies  to  ensure  that 
the  promises  of  the  ADA  are  kept  in  the  future. 


Town  Meetings 

March  30,  1994,  San  Diego,  California 
April  5,  1994,  Austin,  Texas 
April  6,  1994,  Topeka,  Kansas 
April  9,  1994,  New  York,  New  York 
April  11,  1994,  Philadelphia,  Pennsylvania 

Synopsis 

During  FY  1994,  the  National  Council  conducted  five  town  meetings  across  the 
United  States  in  order  to  provide  persons  with  disabilities  with  an  opportunity  to 
express  their  views  on  the  various  proposals  for  health  care  reform  which  are 
currently  being  considered  by  the  103rd  Congress. 

Health  Care  Meetings  and  News  Conference 

July  26,  1994,  Washington,  D.C. 

Synopsis 

The  National  Council  released  its  report  on  health  care  reform  at  a  series  of 
"Real  Health  Care  For  All"  meetings  and  a  news  conference,  which  took  place  on 
Capitol  Hill.   The  Council's  report  represents  the  opinions  of  over  130  witnesses 
and  the  hundreds  of  people  who  attended  these  town  meetings,  and  identifies  the 
health  care  priorities  of  Americans  with  disabilities. 
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ADA  Anniversary 

July  27,  1994,  Washington,  D.C. 

Synopsis 

The  National  Council  on  Disability  celebrated  the  4th  anniversary  of  the  ADA  on 
the  South  Lawn  of  the  White  House,  as  a  crowd  of  3,000  listened  to  President 
Bill  Clinton  discuss  empowerment  and  health  care  reform.   NCD  Chairperson 
Marca  Bristo  was  on  the  platform  with  the  President,  the  First  Lady,  the  Vice 
President  and  Mrs.  Gore,  Cabinet  members,  Members  of  Congress,  and  other 
disability  advocates.    At  the  conclusion  of  the  celebration,  the  President  accepted 
a  copy  of  the  Council's  report  on  health  care  reform  from  the  Council's 
Chairperson,  Marca  Bristo. 

ADA  Watch  Roundtable 

August  23,  1994,  Seattle,  Washington 

Synopsis 

The  National  Council  conducted  an  ADA  Watch  Roundtable  as  part  of  its 
Congressionally-mandated  commitment  to  monitor  the  implementation  of  the 
ADA.   The  purpose  of  the  one-day  event  was  to  bring  together  disability  leaders 
and  advocates  to  discuss  ADA  implementation  efforts  around  the  country. 
Federal,  state  and  local  officials  participated  in  the  discussions. 

RESEARCH 

In  its  efforts  to  provide  quality  research  in  areas  of  interest  to  people  with 
disabilities,  the  National  Council,  in  response  to  its  Congressional  mandate, 
continued  to  interact  with  the  National  Institute  on  Disability  and  Rehabilitation 
Research  (NTDRR).    The  National  Council  developed  a  cooperative  agreement 
with  NfDRR  to  support  research  on  needed  changes  in  special  education 
legislation,  the  status  of  United  States  foreign  policy  initiatives  on  behalf  of 
persons  with  disabilities,  improving  access  to  the  "information  superhighway"  for 
people  with  disabilities,  and  increasing  diversity  in  disability  policy  development 
and  services. 

Education 

The  Council  also  continued  its  research  on  education.   As  a  follow-up  to  its  1989 
study,  The  Education  of  Students  with  Disabilities:  Where  Do  We  Stand?,  and  its 
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1993  study,  Serving  the  Nation's  Students  with  Disabilities:  Progress  and  Prospects, 
the  Council  supported  the  Education  Development  Center  in  producing  A  System 
Apart:  A  Study  of  the  Least  Restrictive  Environment  Provisions  of  IDEA  in 
Massachusetts  and  Illinois.   This  work,  done  in  partnership  with  the  Pathways 
Awareness  foundation,  was  reinforced  by  the  publication  of  a  companion  study 
on  educational  inclusion  entitled  Inclusionary  Education  for  Students  with 
Disabilities:   Keeping  the  Promise. 

Health  Care  Reform 

As  part  of  its  research  agenda,  the  National  Council  continued  its  work  in  the 
Held  of  health  care.    Its  report  Making  Health  Care  Reform  Work  For  Americans 
with  Disabilities,  was  released  in  Fiscal  Year  1994,  as  a  follow-up  to  its  1993 
study,  Sharing  the  Risk  and  Ensuring  Independence:  A  Disability  Perspective  on 
Health  Insurance.    In  the  1994  report,  the  Council  identified  the  health  care 
priorities  of  Americans  with  disabilities. 


CONGRESSIONAL  TESTIMONY 

During  FY  1994,  the  National  Council  on  Disability  provided  formal  testimony  to 
the  Congress  on  two  occasions.    These  were  as  follows: 

March  10,  1994,  testimony  submitted  for  the  record  of  the  U.S.  House  of 
Representatives 

The  U.S.  House  of  Representatives  Committee  on  Education  and  Labor, 
Subcommittee  on  Select  Education  and  Civil  Rights,  received  testimony  from 
John  A.  Gannon,  Acting  Chairperson,  and  Edward  P.  Burke,  Acting  Executive 
Director,  regarding  the  reauthorization  of  the  Individuals  with  Disabilities 
Education  Act  (IDEA). 


March  18,  1993,  before  the  U.S.  House  of  Representatives 

John  A.  Gannon,  Acting  Chairperson,  and  Edward  P.  Burke,  Acting  Executive 
Director  testified  before  the  U.S.  House  Committee  on  Appropriations, 
Subcommittee  on  Labor,  Health  and  Human  Services  and  Education,  regarding 
its  Fiscal  Year  1995  Budget  Request. 
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LIAISON  WITH  THE  NATIONAL  INSTITUTE  ON  DISABILITY  AND 
REHABnJTATION  RESEARCH 

The  National  Council  held  regular  meetings  with  the  Director  and  the  staff  of 
MDRR  to  discuss  ways  to  improve  research  concerning  people  with  disabilities 
and  the  methods  of  collecting  an  disseminating  the  Findings  of  such  research. 

In  addition,  the  National  Council  made  recommendations  to  MDRR  on  issues  of 
public  policy  that  affect  the  wide  range  of  people  with  disabilities,  including 
individuals  of  different  ages,  conditions,  perceived  employment  potentials, 
economic  needs,  specific  functional  abilities,  or  other  individual  circumstances. 


INFORMATION  DISSEMINATION 

Throughout  the  Fiscal  year,  the  National  Council  received  thousands  of  telephone 
calls  and  letters  from  concerned  individuals  and  organizations  about  disability 
issues.    The  Council's  outreach  to  persons  with  disabilities  and  their  families,  the 
Administration,  the  Congress,  and  the  public,  continued  to  grow.   The  Council 
continued  to  disseminate  important  disability-related  information  through  its 
FOCUS  newsletter,  special  reports,  annual  reports,  and  ongoing  interaction  with 
the  news  media. 


QUARTERLY  MEETINGS  OF  THE  NATIONAL  COUNCIL 

As  required  by  Section  400(c)  of  the  Rehabilitation  Act  of  1973,  as  amended,  the 
full  Council  met  on  four  occasions  during  the  fiscal  year.  The  following  are  the 
dates  and  locations  of  these  meetings: 

November  2-3,  1993;  Washington,  D.C. 
January  24-26,  1994;  San  Diego,  California 
May  2-4,  1994;  Denver,  Colorado 
August  22-24,  1994;  Seattle,  Washington 
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34. 

PLANNED  ACTIVITIES  -  FY  1995 

During  FY  1995,  the  Council  continues  to  respond  to  its  Congressional  mandate,  while 
preparing  for  the  arrival  of  several  new  Council  members.    In  its  role  as  advisor  to  the 
Congress  and  the  President,  the  National  Council  continues  to  provide  valuable 
information  on  disability  policy.    To  this  end,  the  Council  developed  five  priority  areas 
to  help  direct  its  resources.    The  first  priority  is  to  develop  national  policy  goals,  which 
will  address  gaps  in  Federal  laws  or  in  the  implementation  of  Federal  laws  that  affect 
people  with  disabilities,  and  develop  strategies  for  lessening  and,  or  eliminating  these 
gaps.    Second,  the  Council  will  continue  to  monitor  Federal  civil  rights  laws  in  the  area 
of  disability.    Third,  the  Council  is  formulating  a  policy  which  is  more  committed  to 
doing  business  in  a  manner  that  will  engage  people  with  disabilities  in  the  most 
significant  manner.   Next,  the  Council  is  increasing  its  attention  to  diversity  issues  for 
minorities  with  disabilities.    And  finally,  the  Council  is  directing  its  attention  to 
emerging  issues  which  impact  on  people  with  disabilities,  such  as  inclusion,  the 
information  superhighway,  health  care  reform,  and  personal  assistance  services. 

The  Council  is  providing  additional  disability  policy  guidance  with  the  release  of  its 
congressionally  mandated  report  entitled,  National  Disability  Policy:  A  Progress  Report, 
and  its  Annual  Report  to  the  President  and  the  Congress.   Consistent  with  its 
Congressional  mandate,  the  Council  is  continuing  to  research  the  availability  of  options 
as  it  monitors  the  implementation  of  the  Americans  with  Disabilities  Act. 

In  other  areas  of  disability  policy,  the  Council  plans  to  release  a  report  on  inclusionary 
education  for  students  with  disabilities,  and  will  also  conduct  additional  research.    The 
Council  will  also  be  working  diligently  with  other  Federal  agencies  to  ensure  a 
coordinated  approach  to  the  formulation  of  disability  policy. 


717 


PLANNED  ACTIVITIES  -  FY  1996 


For  Fiscal  Year  1996,  the  Council  will  continue  to  respond  to  its  mandate  by  making 
recommendations  and  providing  counsel  to  the  President  and  the  Congress  on  matters  of 
interest  to  people  with  disabilities  and  their  families.   The  Council  will  expand  its 
outreach  capabilities  to  other  government  agencies,  the  Congress,  national  organizations, 
and  the  public. 

In  the  area  of  research,  the  Council  will  work  with  the  National  Institute  on  Disability 
and  Rehabilitation  Research  and  other  agencies  to  identify  and  make  recommendations 
on  specific  research  items. 

The  Council  will  review  its  current  priorities  and  adjust  them  accordingly  as  the  needs 
and  concerns  of  people  with  disabilities  change. 

The  National  Council  will  conduct  four  quarterly  meetings,  as  required  by  statute,  and 
will  continue  to  receive  input  from  consumers  on  key  issues  affecting  people  with 
disabilities  by  sponsoring  forums  and  hearings. 

The  National  Council  will  continue  to  publish  reports  and  its  newsletter  FOCUS,  sharing 
information  regarding  Council  activities,  and  seek  input  on  its  activities  and  in  the 
development  of  disability  policy. 


Wednesday,  April  5,  1995. 
NATIONAL  MEDIATION  BOARD 

WITNESSES 
ERNEST  W.  DUBESTER,  CHAIRMAN,  NATIONAL  MEDIATION  BOARD 
MAGDALENA  G.  JACOBSEN,  MEMBER 
MARY  PRICCI,  ADMINISTRATIVE  OFFICER 

Mr.  Wicker  [presiding].  On  behalf  of  Chairman  Porter,  I  will  call 
the  meeting  to  order. 

A  number  of  our  subcommittee  Members  are  in  conference  this 
very  moment,  on  both  sides  of  the  aisle,  so  Chairman  Porter  has 
asked  me  to  Chair  the  hearing  in  his  absence.  It  is  possible  that 
he  might  be  here  later  on. 

Our  first  witness  today  is  on  behalf  of  the  National  Mediation 
Board,  Ernest  DuBester,  Chairman. 

We  are  glad  to  have  you  here.  I  hope  I  pronounced  your  name 
correctly.  If  I  haven't,  you  may  correct  me  immediately.  We  are 
pleased  to  have  you,  and  proceed  in  your  own  manner. 

Witnesses  Introduction 

Mr.  DuBester.  Thank  you,  Mr.  Chairman,  and  good  morning  to 
you. 

Before  I  begin,  I  would  like  to  introduce  the  people  sitting  at  the 
table  with  me.  To  my  right  is  Maggie  Jacobsen,  also  a  member  of 
the  National  Mediation  Board,  and  to  my  left  is  Mary  C.  Pricci,  our 
Chief  Administrative  Officer. 

As  you  know,  I  have  submitted  a  statement  and  I  would  respect- 
fully ask  that  it  be  made  part  of  the  record. 

Mr.  Wicker.  Very  well. 

STATEMENT  SUMMARY 

Mr.  DuBester.  In  the  interest  of  time,  I  will  present  a  summary 
statement  if  I  could. 

As  submitted,  our  budget  justification  identifies  the  National  Me- 
diation Board's  basic  functions  under  the  Railway  Labor  Act  and 
the  amounts  requested  for  each.  For  the  mediation  of  collective  bar- 
gaining disputes  in  the  railroad  and  airline  industries  and  for  the 
resolution  of  representation  disputes  involving  selection  of  em- 
ployee collective  bargaining  representatives,  we  are  requesting 
$5,700,000  for  fiscal  year  1996. 

For  administrative  and  financial  support  of  presidential  emer- 
gency boards,  we  are  requesting  $400,000. 

And  for  administrative  and  financial  support  of  voluntary  arbi- 
tration services  and  the  adjustment  of  employee  grievances  in  the 
railroad  industry,  we  are  requesting  $2,833,000  for  fiscal  year 
1996. 
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So  our  total  budget  request  for  this  fiscal  year  is  $8,933,000. 

If  I  could,  Mr.  Chairman,  let  me  just  point  out  to  you,  which  is 
also  indicated  in  our  statement,  that  this  budget  request  for  fiscal 
year  1996  does  represent  a  4  percent  increase  over  that  submitted 
last  year. 

What  I  have  said  in  my  statement  is  that  I  hope  the  subcommit- 
tee will  respectfully  consider  that  in  context.  Last  year  when  we 
came  to  the  committee  we  requested  6  percent  less  than  we  had 
the  previous  year.  Most  of  the  increase  that  we  have  asked  for  is 
attributable  to  built-in  costs  such  as  pay-related  within  grades  and 
the  like,  but  I  would  also  point  out  to  the  subcommittee  that  this 
year,  unlike  the  last,  is  particularly  busy.  Our  business  is  cyclical 
somewhat. 

We  anticipate  a  very  busy  year  in  the  airline  industry.  Right  now 
we  have  some  very  important  and  serious  collective  bargaining  sit- 
uations evolving.  Some  of  the  more  readily  recognizable  airlines 
have  collective  bargaining  disputes  including  Federal  Express, 
American  Airlines,  Delta,  USAIR  will  be  coming  up,  and  Continen- 
tal. And  even  more  importantly,  unlike  last  year,  this  year  we  have 
begun  negotiations  for  the  entire  railroad  industry,  including  the 
major  railroads  of  this  country.  While  there  are  12  major  railroads, 
and  the  carriers'  conference  committee  represents  many  of  them  for 
purpose  of  bargaining,  the  number  of  railroads  that  are  actually  in- 
volved in  bargaining  numbers  between  40  and  50  at  this  time.  On 
virtually  every  one  of  those  railroads,  there  are  approximately  14 
or  15  labor  organizations  that  represent  the  employees. 

So  depending  on  how  that  situation  evolves  this  year,  and  we  are 
already  very  much  into  the  collective  bargaining  situations  with 
the  railroad  industry,  we  could  be  facing  dozens  of  cases.  I  set  that 
out  so  the  subcommittee  understands  the  nature  of  our  responsibil- 
ities. 

I  will  conclude  and  be  happy  to  answer  any  questions  that  you 
might  have  to  ask. 

Thank  you  very  much. 

[The  prepared  statement  and  biography  of  Ernest  DuBester  fol- 
low:] 
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STATEMENT  OF  ERNEST  W.  DUBESTER 

CHAIRMAN 

NATIONAL  MEDIATION  BOARD 

BEFORE  THE 

COMMITTEE  ON  APPROPRIATIONS 

SUBCOMMITTEE  ON  LABOR,  HEALTH  AND  HUMAN  SERVICES, 

EDUCATION  AND  RELATED  AGENCIES 

U.S.  HOUSE  OF  REPRESENTATIVES 


MR.  CHAIRMAN,  MEMBERS  OF  THE  SUBCOMMITTEE.   Thank  you  for 
the  opportunity  to  appear  before  your  Subcommittee  regarding  the 
National  Mediation  Board's  Fiscal  Year  1996  budget  request.   The 
Board  was  created  in  1934  by  amendments  to  the  Railway  Labor  Act 
(RLA) ,  which  governs  labor-management  relations  in  the  railroad 
and  airline  industries. 

The  general  purposes  of  the  RLA  are  the  avoidance  in  these 
industries  of  interruptions  to  interstate  commerce,  the  prompt 
and  orderly  settlement  of  disputes  arising  out  of  the  negotiation 
of  new  contracts,  the  protection  of  employee  rights  of  self- 
organization  and  association,  and  the  prompt  and  orderly 
resolution  of  disputes  in  connection  with  the  interpretation  or 
application  of  existing  agreements. 

Under  the  RLA,  NMB  programs  provide  an  integrated  dispute 
resolution  process  that  effectively  has  minimized  disruptions  in 
these  two  key  transportation  modes  for  more  than  60  years. 
Indeed,  the  NMB  is  unique  in  that  it  is  the  only  Federal  agency 
with  labor-management  responsibilities  for,  and  proven  experience 
in,  the  three  key  elements  of  an  integrated  labor -management 
dispute  resolution  process.   These  are:  mandatory  mediation  of 
collective  bargaining  disputes;  determination  of  the  choice  of 
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employee  bargaining  representatives  through  elections;  and  the 
administration  of  arbitration  of  employee  grievances. 

The  NMB's  statutory  authority  as  national  mediator  for  the 
railroad  and  airline  industries  is  critical  to  protecting 
interstate  commerce.   Strikes  or  other  interruptions  to  commerce 
and  transportation  services  in  these  industries  lawfully  may 
occur,  but  only  after  the  Board  has  determined  that  its  mediation 
efforts  have  been  exhausted.   Only  rarely  do  railroad  and  airline 
collective  bargaining  disputes  escalate  into  interruptions  of 
commerce.   About  98  percent  of  the  cases  presented  for  NMB 
mediation  have  been  resolved  without  any  such  interruptions. 

Before  briefly  discussing  some  of  the  major  cases  that 
confront  the  NMB  within  these  two  industries,  let  me  first 
address  our  budget  request.   As  you  know,  the  President's  Fiscal 
Year  1996  budget  requested  $8,933,000  for  our  agency. 

For  mediatory  and  representation  services,  as  well  as  for 
the  administration  of  the  agency,  we  are  requesting  $5,700,000 
for  Fiscal  1996,  compared  to  the  $5,381,000  appropriated  for  the 
current  fiscal  year.   The  majority  of  this  increase,  $259,000  of 
the  $319,000  total,  is  attributable  to  built-in  and  pay-related 
increases  for  58  FTEs,  the  same  FTE  level  as  in  FY  1995.   Being  a 
small  agency,  it  is  difficult  to  absorb  built-in  costs  such  as 
general  and  locality  pay  increases.   The  remaining  $60,000  of  the 
increase  for  these  activities  is  due  to  operating  cost  increases. 
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For  arbitration  services,  which  includes  the  three  tribunals 
used  by  the  railroads  and  unions  to  resolve  employee  grievances, 
we  are  requesting  $2,833,000,  which  is  $95,000  more  than  the 
$2,738,000  that  was  appropriated  for  Fiscal  1995.   The  additional 
funds  for  this  activity  are  to  cover  an  increase  in  the  daily 
rate  for  arbitrators  from  $220  to  $250  in  FY  1995.   This  is  the 
first  increase  in  the  daily  rate  for  arbitrators  in  almost  14 
years.   Also  significant  is  that  our  daily  rate  for  neutrals  will 
remain  decidedly  lower  and,  in  striking  contrast,  to  the  $450 
average  daily  rate  received  by  neutrals  for  grievance  cases  in 
all  other  private  sector  industries.   Most  important,  however,  is 
that  this  increase  is  intended  to  reflect  the  Board's  recognition 
that  railroad  arbitrators  should  be  full  partners  in  the  effort 
to  improve  the  efficiency  and,  ultimately,  the  cost-effectiveness 
of  the  railroad  industry's  grievance  handling.   Some  improvements 
already  made  in  this  area  are  discussed  below. 

The  remaining  $400,000  of  our  total  request  of  $8,933,000  is 
for  the  support  of  emergency  boards  that  may  be  created  by  the 
President  to  help  resolve  any  disputes.   This  is  the  same  amount 
that  was  appropriated  for  this  purpose  for  Fiscal  1995.   As  in 
the  past,  any  unused  funds  for  emergency  boards  will  lapse. 

While  our  overall  budget  request  reflects  a  four  percent 
increase  over  that  of  last  year,  we  respectfully  suggest  that 
this  should  be  placed  in  context.   It  should  be  noted  initially 
that  last  year's  request  was  six  percent  loner,  than  that  for  the 
previous  fiscal  year. 
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In  addition,  1995  and  1996  will  be  a  significantly  busy  time 
involving  critical  negotiations  in  both  the  railroad  and  airline 
industries.   Within  the  airline  industry,  the  Board  will  be 
challenged  by  collective  bargaining  cases  among  some  of  the  more 
recognizable  names  in  the  industry,  including  American,  Federal 
Express,  Northwest,  Continental,  Delta  and  USAir.   These  cases 
are  in  addition  to  the  growing  number  of  cases  that  the  Board 
will  be  responsible  for  handling  from  regional  airlines. 

The  reason  that  the  Board  faces  a  particularly  busy  year  is 
that  we  recently  entered  the  period  for  negotiations  between  all 
of  our  major  (Class  1)  railroads  and  the  various  labor 
organizations  that  represent  employees.   Unfortunately,  this 
round  of  negotiations  has  begun  in  a  contentious  manner.   We  have 
already  received  requests  for  our  mediatory  services  from  certain 
labor  organizations  and  the  rail  carriers.    Moreover,  two  major 
labor  organizations  and  the  rail  carriers  are  in  dispute  as  to 
whether  they  should  bargain  on  a  "national"  or  "local"  basis. 
That  issue  is  in  court.   Depending  on  how  all  of  these  situations 
evolve,  it  is  possible  that  the  Board's  small  staff  and  limited 
resources  will  be  faced  with  dozens  of  major  cases  in  the 
railroad  industry  alone.   The  seriousness  of  this  responsibility 
is  reinforced  by  observation  of  the  disruptive  labor-management 
relations  in  the  railroad  industry  of  our  neighbor  to  the  north, 
Canada . 
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At  the  same  time  that  we  continue  to  handle  our  statutory- 
responsibilities,  the  Board,  like  all  Federal  agencies,  is 
reexamining  its  mission  as  part  of  the  President's  Reinventing 
Government  Initiative.   This  includes  addressing  our  mission 
based  on  "customer"  input;  asking  whether  the  mission  could  be 
accomplished  as  well  or  better  without  Federal  involvement; 
looking  for  ways  to  cut  costs  or  improve  performance  through 
competition;  and  ways  to  put  customers  first,  cut  red  tape,  and 
empower  employees.   We  are  actively  participating  in  this  effort 
and  will  keep  the  Subcommittee  fully  apprised  of  our  review. 

At  this  juncture,  we  are  pleased  to  report  that  there  is, 
and  has  been,  broad-based  customer  support  for  the  Board's 
mediation,  employee  representation,  and  arbitration  services 
under  the  RLA.   Recent  evidence  of  this  continuing  support  came 
from  the  findings  of  the  Commission  on  the  Future  of  Workers- 
Management  Relations,  also  known  as  the  "Dunlop"  Commission.   The 
Commission  was  formed  by  the  Secretaries  of  Labor  and  Commerce 
with  a  mandate  to  investigate  and  report  its  findings  on  three 
questions : 

1.  What  (if  any)  new  methods  or  institutions  should  be 
encouraged,  or  required,  to  enhance  work-place 
productivity  through  labor-management  cooperation  and 
employee  participation? 

2.  What  (if  any)  changes  should  be  made  in  the  present 
legal  framework  and  practices  of  collective  bargaining 
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to  enhance  cooperative  behavior,  improve  productivity, 
and  reduce  conflict  and  delay? 

3.    What  (if  anything)  should  be  done  to  increase  the 
extent  to  which  work-place  problems  are  directly 
resolved  by  the  parties  themselves,  rather  than  through 
recourse  to  state  and  Federal  courts  and  government 
regulatory  bodies?" 

The  Dunlop  Commission  completed  its  work  late  last  year  and 
released  its  final  report  January  9,  1995,  which  concluded: 

"Despite  differences  of  interest  and  experience,  the 
major  representatives  of  labor  and  management  governed 
by  the  Railway  Labor  Act  responded  unanimously  that 
this  Commission  should  not  recommend  any  changes  to  the 
Act .  " 

However,  the  Dunlop  Commission  directed  representatives  of 
labor  and  management  in  each  transportation  mode  to  create 
separate  industry  committees  to  examine  and  make  specific 
recommendations  on  ways  "to  make  collective  bargaining  operate 
more  effectively."   These  committees  are  to  submit  their  reports 
and  recommendations  to  the  National  Mediation  Board  by  March  31, 
1996.   We  have  sought  input  from  labor  and  management  from  both 
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industries  to  initiate  this  process.   We  will  report  the  findings 
of  these  committees  to  the  appropriate  Congressional  committees. 

We  welcome  and  will  assist  this  effort  in  any  way  that  we 
can.   And  we  will  give  serious  consideration  to  whatever 
recommendations  they  might  make.   But  we  are  not  sitting  back, 
waiting  for  these  reports. 

In  accordance  with  the  Administration's  National  Performance 
Review  mandate,  the  Board  launched  its  own  multi- faceted  program 
in  the  early  months  of  Fiscal  1994  to  review  and  evaluate  the 
agency's  mission,  organizational  structure,  and  policies.   The 
Board  obtained  important  input,  both  formal  and  informal,  from  a 
variety  of  sources. 

Independent  focus  groups  were  used  to  obtain  candid  comments 
and  suggestions  from  our  customers  on  their  assessments  of  the 
Board's  services,  plus  their  preferences  for  the  agency's 
priorities.   Each  focus  group  was  directed  by  a  neutral 
facilitator  and  participants  included  a  broad  spectrum  of  the 
agency's  customers,  including  representatives  from  labor, 
management,  and  neutrals. 

As  a  result  of  that  program,  some  important  changes  already 
have  been  made,  including  certain  key  internal  restructuring, 
while  others  are  in  the  implementation  stage.   Changes  to  our 
internal  structure  are  intended  to  deal,  not  only  with 
suggestions  made  by  our  customers  at  the  focus  group  meetings, 
but  also  to  improve  the  efficiency  and  cost  effectiveness  of  our 
operations.   Among  the  changes  we  have  initiated  are  the 
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bifurcation  of  the  human  resource/administrative  functions  from 
the  labor-management  liaison  functions.   Previously  one  office 
directed  all  of  those  functions,  resulting  in  certain  inherent 
customer  service  inefficiencies. 

By  using  professionals  with  specialized  expertise  to 
primarily  focus  on  labor  relations  (external  customers)  or  human 
resources/administrative  (internal  customers)  we  believe  that  our 
resources,  both  fiscal  and  human,  can  be  better  utilized  and 
result  in  improved  public  service.  These  changes  have  been 
implemented  without  additional  cost  to  the  government. 

We  have  also  created  and  published  a  "Customer  Service  Plan" 
that  will  track  our  performance  against  our  stated  objectives.   A 
chief  objective  of  our  plan  is  to  simplify  and  expedite  the 
handling  and  resolution  of  all  disputes. 

For  example,  the  Board  has  implemented  a  policy  that  every 
request  for  mediation  or  employee  representation  services  will  be 
responded  to  within  no  more  than  three  business  days  after 
receipt  of  the  request,  and  that  a  specific  NMB  investigator  will 
be  assigned  to  each  case  within  no  more  than  five  business  days 
of  docketing. 

The  Board  further  has  established,  and  made  it  known  to 
labor  and  management  parties  through  the  Customer  Service  Plan, 
an  agency  goal  of  completing  within  90  calendar  days  at  least  90 
percent  of  all  representation  cases  that  do  not  involve  a  request 
for  Board- level  action.   The  NMB's  staff  has  been  directed  to 
submit  its  recommendation  to  the  Board  on  at  least  90  percent  of 
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Board- level  cases  within  no  more  than  180  calendar  days  from 
docketing.   Board  Members,  in  turn,  have  committed  to  issuing 
their  response  within  an  additional  30  calendar  days. 

Since  the  Board  appeared  before  you  a  year  ago,  the  agency, 
in  our  view,  also  has  made  significant  progress  in  addressing 
both  actual  and  perceived  shortcomings  in  the  adjustment  of 
railroad  grievances.   There  are  three  types  of  tribunals  used  by 
the  railroads  and  unions  to  resolve  employee  grievances.   These 
are  the  National  Railroad  Adjustment  Board  (NRAB) ,  special  boards 
of  adjustment,  and  public  law  boards.   Detailed  information  on 
these  tribunals  can  be  found  in  our  Budget  Justification  under 
"Activity  3.   Arbitration  Services." 

The  NMB  does  not  have  direct  control  over  the  number  of 
cases  submitted  to  these  tribunals  for  grievance  arbitration. 
Rather,  the  NMB  has  administrative  responsibility  for  certain 
aspects  of  the  creation  and  fiscal  management  of  the  various 
tribunals  that  hear  and  decide  grievances  in  the  railroad 
industry.   Nonetheless,  the  approaches  taken  by  rail  labor  and 
management,  in  conjunction  with  the  NMB,  can  have  a  bearing  on 
the  efficiency,  and  thereby  cost  effectiveness,  of  the  railroad 
industry's  grievance  handling. 

With  this  in  mind,  the  NMB  began  regular  discussions  with 
rail  labor  and  management  last  year  to  develop  a  plan  that  would 
include  a  review  of  current  policies  and  practices  regarding 
dispute  resolution  by  the  three  tribunals.   Consequently,  much 
has  been  done  in  the  past  year  to  address  the  critical  need  to 
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expedite  the  handling  of  grievances  in  the  rail  industry  in  a 
prudent  and  cost  effective  way. 

With  the  NMB's  encouragement,  rail  labor  and  management 
agreed  to  revive  the  "Section  3"  Committee,  consisting  of 
designated  presidents  of  rail  unions  and  principals  from  rail 
management.   This  Committee  originally  was  formed  in  1986  and  it 
reached  agreement  on  a  number  of  recommended  changes  in  a  report 
dated  February  18,  1988.   Unfortunately,  for  a  variety  of 
reasons,  this  Committee  stopped  meeting  shortly  after  that  report 
was  issued  and  many  of  its  constructive  recommendations  were 
never  implemented. 

One  of  the  first  developments  that  occurred  with  revival  of 
the  Section  3  Committee  was  an  agreement  by  the  parties  to 
dramatic  changes  in  the  NRAB's  rules  that  will  improve  the 
efficiency  and  cost-effectiveness  of  grievances  submitted  to  this 
tribunal.   The  Section  3  Committee  also  reaffirmed  the  importance 
of  involving  the  railroad  arbitrators  in  the  effort  to  reduce  the 
combined  number  of  pending  railroad  grievances  at  the  three 
tribunals  and  to  improve  the  efficiency  of  grievance  handling. 
Toward  this  end,  a  series  of  focus  groups  were  held  with  the 
arbitrators  during  1994  that  provided  information  which  already 
has  helped  to  improve  the  number  of  awards  issued  by  all  three 
tribunals. 

Also  significant  in  this  area  of  activity  are  two 
developments  spawned  within  the  agency  itself  last  fiscal  year. 
First,  consistent  with  the  National  Performance  Review  mandate, 
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the  NMB  formed  a  task  force  to  investigate  the  nature  of  pending 
grievances  and  their  sources. 

Since  April  1994,  the  task  force  has  met  with  10  of  the 
largest  railroads  and  various  labor  representatives  on  those 
properties  to  facilitate  alternative  dispute  resolution  (ADR) 
approaches  to  grievance  handling.   This  task  force  looked  at  the 
options  for  expedited  handling,  such  as  grievance  mediation  at 
early  stages  of  the  grievance  process,  precedent -setting 
arbitration  boards,  reducing  the  claims  to  issues,  requiring 
arbitrators  to  issue  bench  decisions,  agreeing  to  waive  oral 
hearings,  reducing  the  size  of  submissions  and  using  the  NMB ' s 
roster  for  selection  of  additional  arbitrators  to  resolve 
grievances . 

As  a  result  of  the  task  force's  efforts,  precedent -setting 
boards  are  in  the  process  of  being  established  by  the  parties. 

Furthermore,  NMB  staff  mediators  underwent  specialized 
training  on  grievance  mediation.   To  ensure  success  in  this  area, 
the  cooperation  and  participation  by  the  parties  is  imperative. 
Therefore,  the  NMB  conducted  a  joint  grievance  mediation  training 
conference  on  August  30,  1994,  which  was  presided  over  by  an 
expert  in  the.  field  of  grievance  mediation. 

In  an  effort  to  improve  record-keeping  of  Section  3 
activities,  the  NMB  also  has  integrated  a  new  case  tracking  and 
core  financial  system.   The  new  system  provides  data  that  enables 
the  parties  to  consolidate  similar  issues  and  to  reexamine  their 
pending  caseload.   As  a  result  of  the  parties'  cooperation,  there 
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are  indications  that  this  system  has  reduced  the  number  of  cases 
filed. 

Additionally,  the  new  case-tracking  system  enables  the  NMB 
to  identify  arbitrators  who  have  cases  outstanding  for  an 
excessive  period  of  time.   On  December  15,  1994,  the  NMB,  on 
behalf  of  the  Section  3  Committee,  issued  a  notice  to  all 
railroad  arbitrators  that  a  new  policy  regarding  the  arbitration 
lag  time  would  become  effective  on  April  1,  1995.   That  policy 
provides  a  maximum  of  six  months  between  the  date  of  a  grievance 
hearing  and  issuance  of  a  proposed  award.   Those  arbitrators  who 
are  unable  to  satisfy  the  six-month  requirement  after  April  2 
will  not  be  authorized  to  hear  any  new  cases  until  all  proposed 
awards  on  cases  older  than  six  months  are  released  to  the 
parties. 

This  completes  my  statement.   If  you  have  any  questions,  we 
will  be  happy  to  answer  them. 
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September  24,  1993  and  confirmed  by  the  Senate  on  November  8,  1993, 
he  assumed  his  duties  as  a  Member  of  the  Board  on  November  15, 
1993.   He  currently  is  serving  a  term  ending  July  1,  1995. 

The  Board  is  an  independent  Federal  agency  established  by  the 
Railway  Labor  Act  (RLA) ,  which  governs  labor-management  relations 
in  the  railroad  and  airline  industries.  Under  the  Act,  the  Board 
is  assigned  a  number  of  responsibilities  but  its  two  principal 
functions  involve  the  mediation  of  collective  bargaining  disputes 
and  the  determination  of  the  choice  of  employee  representatives. 

Before  joining  the  Board,  Mr.  DuBester' s  experience  included 
involvement  with  all  facets  of  the  Railway  Labor  Act,  including  the 
NMB,  Federal  courts,  arbitration  and  Congressional  intervention, 
often  involving  Presidential  Emergency  Boards.  After  the  1992 
Presidential  election,  his  professional  experience  was  complemented 
by  several  weeks  of  work  for  the  Transportation  Cluster  Group  of 
the  Transition  Office  of  President  Clinton  and  Vice  President  Gore. 

From  April  1984  until  joining  the  Board,  Mr.  DuBester  served 
as  Legislative  Counsel  for  the  AFL-CIO.  In  that  capacity,  his 
responsibilities  included  airline  and  railroad  issues,  particularly 
involving  labor  relations  matters.  He  was  involved  in  most  of  the 
airline  and  railroad  disputes  that  came  before  Congress  in  recent 
years. 

Before  his  tenure  at  the  AFL-CIO,  Mr.  DuBester  spent  four 
years  as  a  lawyer  in  private  practice  with  the  Washington,  DC  law 
firm  of  Highsaw  &  Mahoney,  where  he  specialized  in  matters  arising, 
under  the  Railway  Labor  Act.  While  in  private  practice,  he  also 
was  involved  in  several  airline  and  railroad  bankruptcy 
proceedings . 

From  1975  to  1981,  Mr.  DuBester  served  as  a  counsel  to  the 
National  Labor  Relations  Board,  for  most  of  that  period  as  counsel 
to  Chairman  John  Fanning.  The  NLRB  administers  the  National  Labor 
Relations  Act,  which  essentially  governs  labor -management  relations 
in  all  industries  other  than  the  airlines  and  railroads. 
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graduate  of  Boston  College.  He  received  his  law  degree  in  1975 
from  Catholic  University  where  he  was  recent  developments  editor  of 
The  Law  Review.  In  1980,  he  received  his  Masters  of  Law  in  Labor 
Law  from  Georgetown  University  Law  School  in  Washington,  DC.  He  is 
a  member  of  the  Bar  in  the  District  of  Columbia,  New  Jersey  and 
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He  is  married  to  Karen  Kremer,  of  Birmingham,  Alabama,  and 
currently  resides  in  the  District  of  Columbia. 
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Prior  to  joining  the  Board,  Ms.  Jacobsen  was  serving  her 
second  term  as  a  commissioner  of  the  Federal  Mediation  and 
Conciliation  Service.    Previously,  from  1989  to  1992,  she  was 
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As  head  of  the  City  and  County  of  San  Francisco's  Employee 
Relations  Division,  Ms.  Jacobsen  had  overall  responsibility  for 
that  government  entity's  relations  with  its  unionized  employee 
groups,  as  well  as  supervision  of  subordinate  professional, 
technical  and  secretarial  staff. 

She  was  labor  relations  manager  for  Continental  Airlines  from 
1972  to  1976  and  during  the  seven  years  prior  to  that  she  was  a 
local  officer  and  secretary-treasurer  of  the  Flight  Attendants 
Division  of  the  Air  Line  Pilots  Association,  the  forerunner  of 
today's  Association  of  Flight  Attendants. 

A  native  of  New  York  City,  Ms.  Jacobsen  is  one  of  a  family  of 
five  children  whose  parents  both  immigrated  to  the  United  States 
from  Europe.  Her  father  worked  for  and  retired  as  a  barge  captain 
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Ms.  Jacobsen  began  her  professional  career  in  the  early  1960s 
in  California,  where  she  was  employed  in  a  labor  relations  function 
for  CBS  Television  before  becoming  a  Continental  Airlines'  flight 
attendant.  During  the  Viet  Nam  War,  she  worked  as  a  flight  hostess 
for  nearly  two  years  on  Military  Airlift  Command  (MAC)  flights. 


736 
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hundreds  of  collective  bargaining  disputes.   She  also  was 
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Ms.  Jacobsen  received  a  Bachelor  of  Science  degree  from  the 
University  of  San  Francisco  and  a  Masters  degree  in  Human  Resources 
Management  from  Golden  Gate  University.   She  is  a  past  national 
executive  board  member  of  the  Industrial  Relations  Research 
Association. 


737 

Mr.  Wicker.  Thank  you  very  much,  Mr.  DuBester.  I  guess  I  am 
pronouncing  your  name  correctly  since  you  didn't  tell  me  otherwise. 
Mr.  DuBester.  You  are. 

INCRASE  IN  FY  1996 

Mr.  Wicker.  You  have  requested  a  5  percent  increase  in  funding 
for  1996. 

Mr.  DuBester.  I  am  not  sure  it  is  that  high,  but  it  is  an  increase 
of — I  thought  it  was  closer  to  four.  You  may  be  correct,  sir. 

Mr.  Wicker.  That  is  what  staff  tells  me.  You  are  aware  that  we 
have  already  been  forced  to  make  rescissions  and  will  be  asked  to 
make  additional  billions  of  dollars  worth  of  cuts  in  the  1996  budg- 
et. Are  you  aware  of  that? 

Mr.  DuBester.  Yes,  sir.  That  is  why  I  thought  it  was  important 
to  take  the  time  to  point  out  to  you  what  our  experience  had  been 
last  year  so  you  could  evaluate  that  in  context  and  also  to  explain 
to  you  what  the  nature  of  our  responsibilities  this  year  are  as  op- 
posed to  last  year.  That  is  out  of  our  control  given  the  cyclical  na- 
ture of  the  business,  and  to  a  large  extent,  that  timing  is  based  on 
when  the  collective  bargaining  agreements  become  amendable,  if 
you  will. 

But,  I  am  very  sensitive  to  that  and  we  are  doing  our  best  to  ad- 
dress it,  but  I  wanted  to  place  our  request  in  context,  at  least,  for 
your  consideration. 

IMPACT  OF  BUDGET  CONSTRAINTS 

Mr.  WICKER.  Do  you  have  a  contingency  plan  in  the  event  we  are 
unable  to  allow  you  this  4  to  5  percent  increase  for  the  next  fiscal 
year?  I  know  you  said  there  are  some  built-in  factors  that  you  can- 
not avoid.  Have  you  given  some  thought  to  the  fact  that  funding 
may  be  level  or  actually  may  have  to  be  cut? 

Mr.  DuBester.  Yes,  sir,  we  have.  Of  course,  given  our  awareness 
of  the  discussions  that  are  ongoing  and  the  seriousness  with  which 
everybody  is  approaching  the  challenges  of  budgetary  constraints, 
I  would  say  that  aside  from  evaluating  our  entire  mission  and  our 
statutory  responsibilities,  that  obviously  we  are  kind  of  like  a  small 
business.  We  work  with  our  staff  and  assess  our  resources  every 
day  in  terms  of  how  to  increase  our  productivity,  make  the  most 
productive  use  of  our  resources,  and  improve  the  efficiency  with 
which  we  provide  those  services. 

I  will  say  to  you  that,  if  our  budgetary  request  could  not  be  met, 
that  will  impose  a  burden  to  some  extent  and  a  hardship  on  our 
agency.  But  obviously  we  are  prepared  to  fulfill  our  statutory  re- 
sponsibilities. We  have  important  responsibilities  that  have  nation- 
wide implications  relative  to  interstate  commerce  and  are  prepared 
to  fulfill  those  responsibilities  and  have  planned  for  that  if  that  be- 
comes necessary. 

Mr.  Wicker.  I  appreciate  that. 

As  you  know,  Mr.  DuBester,  the  President  is  committed  to  reduc- 
ing Federal  employment  by  252,000  positions.  But  your  budget  re- 
quest indicates  that  your  FTEs  would  remain  at  58  for  1996,  which 
is  no  reduction  at  all. 

Has  your  agency  received  a  waiver  from  this  Executive  Order? 
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Mr.  DuBester.  Well,  for  this  particular  year  I  believe  for  a  com- 
bination of  reasons  we  have  been  exempt.  We  have  been  advised, 
though,  that,  for  future  fiscal  years,  our  FTE  ceiling  will  be  low- 
ered. So  we  are  already  planning  that  far  ahead. 

I  don't  want  to  speak  for  other  agencies  that  have  responsibilities 
in  this  area,  but  we  work  closely  with  OMB  and  also  have  a  tradi- 
tion of  working  very  closely  with  the  Appropriations  Committees  to 
deal  with  your  responsibilities  as  well  as  ours. 

Again,  I  think  it  is  fair  to  say  that  in  looking  ahead,  there  was 
an  awareness  that  this  year  we  would  be  facing  in  addition  to  what 
I  would  say  are  more  customary  responsibilities,  the  unique  period 
involving  collective  bargaining  in  the  railroad  industry.  Even  as  we 
sit  here  today  and  plan  for  this  year,  we  don't  know  exactly  how 
the  collective  bargaining  situation  in  the  railroad  industry  will 
evolve. 

Again,  if  I  could  repeat  this  for  you,  we  have  anywhere,  depend- 
ing on  how  it  breaks  out,  between  30  and  50  major  railroads  in  this 
country,  each  of  which  have  agreements  with  at  least  15  organiza- 
tions. Depending  on  how  the  bargaining  goes,  we  could  have  dozens 
and  dozens  of  cases  that  will  almost  certainly  require  our  media- 
tory services. 

So  the  demand  on  our  resources,  and  we  are  a  rather  small  agen- 
cy, are  going  to  be  great.  There  was  an  awareness  that  this  year 
and  next  would  be  a  particularly  demanding  time  and  that  fact  had 
bearing  on  our  request. 

FULL-TIME  EQUIVALENT 

Mr.  Wicker.  Is  there  an  Executive  Order  regarding  downsizing 
and  have  you  received  an  official  written  waiver  from  the  Executive 
Branch? 

Mr.  DuBester.  Yes.  We  received  a  waiver  for  this  year. 

Mr.  Wicker.  Your  budget  indicates  on  page  8  that  you  are  re- 
questing an  increase  of  $131,000  in  mediation  services  to  fully  fund 
vacant  positions. 

Why  are  you  filling  these  positions  rather  than  reducing  your 
FTEs  through  attrition? 

Mr.  DuBester.  Again,  I  think — I  am  going  to  sound  repetitive. 
There  are  two  things  to  point  out.  Right  now  we  are  below  ceiling. 
You  should  be  aware  of  that. 

Again,  first  and  foremost,  under  the  statute  that  we  work  under, 
our  paramount  responsibility — which  is  based  and  rooted  in  the 
law  going  back  70  years  now — is  to  avoid  disruptions  to  interstate 
commerce  and  to  deal  with  that  as  effectively  as  we  can. 

I  think  it  would  be  irresponsible  for  us,  even  understanding  the 
responsibility  that  we  have  to  improve  efficiency  and  to  keep  our 
budget  as  tight  and  as  clean  as  we  can,  not  to  try  to  make  sure 
that  we  have  adequate  resources  to  use  our  people  in  these  collec- 
tive bargaining  disputes  in  the  railroad  industry  to  assure  that  we 
don't  have  disruptions. 

We  are  already  on  notice  that  for  future  fiscal  years  we  are  going 
to  have  to  downsize  our  FTEs,  so  that  is  already  part  of  the  long- 
range  planning  that  we  do. 
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VACANT  POSITIONS 

Mr.  Wicker.  With  this  $131,000,  what  grades  are  you  proposing 
to  fill  with  that  amount  of  money?  Do  you  know?  Are  you  able  to 
tell  us  that? 

Mr.  DuBester.  In  all  likelihood  something  like  GS-12  would  be 
the  most  likely  entry  level.  In  that  regard,  I  would  say  that,  within 
our  current  complement  of  mediators,  we  have  mostly  GS-14's  and 
a  small  number  of  GS-15's  so  we  would  be  talking  about  bringing 
mediators  in  at  a  lower  level,  more  like  entry  level  positions. 

That  is  a  difficult  undertaking,  and  I  would  say  to  you,  Mr. 
Chairman,  that  not  only  do  we  work  under  a  unique  law,  which  is 
the  oldest  labor  relations  statute  on  the  books,  but  obviously  our 
focus  is  on  transportation,  two  specialized  transportation  indus- 
tries, if  you  will,  and  most  of  our  mediators  do  have  fairly  extensive 
backgrounds  already  within  those  two  industries  in  addition  to 
their  mediatory  skills.  Nonetheless,  we  are  committed  to  doing  ev- 
erything we  can  to  keep  our  budget  down  and  to  keep  finding  ways 
to  reduce  it. 

RAILWAY  LABOR  ACT 

Mr.  Wicker.  Let  me  follow  up  on  your  statement  that  your  agen- 
cy is  the  oldest — how  did  you  put  it — it  is  one  of  the  oldest 
labor 

Mr.  DuBester.  The  Railway  Labor  Act  is  the  oldest  major  labor 
relations  law  on  the  books.  It  was  enacted  in  1926. 

NMB-FMCS-NLRB  RESPONSIBILITIES 

Mr.  Wicker.  I  am  sure  you  are  aware  that  there  are  those  who 
are  suggesting  that  your  agency  is  an  anachronism.  There  is  noth- 
ing wrong  with  being  old,  but  they  suggest  that  there  is  no  rational 
reason  to  have  a  separate  agency  to  perform  mediation,  arbitration 
and  representation  functions  solely  for  the  railroad  and  airline  in- 
dustries. 

Some  have  suggested  that  your  agency's  mediation  functions 
could  be  performed  by  the  Federal  Mediation  and  Conciliation 
Service,  FMCS,  and  the  representation  functions  could  be  per- 
formed by  the  NLRB.  What  is  your  opinion  of  these  suggestions? 

Mr.  DuBester.  The  first  thing  I  would  say  is  that  as  a  student 
of  labor  law,  I  certainly  have — even  aside  from  my  current  respon- 
sibilities, I  have  what  I  would  call  a  professional  or  academic  inter- 
est in  those  discussions.  So  I  have  been  interested  in  all  of  our 
labor  laws  from  the  time  I  was  a  student,  and  I  have  heard  a  lot 
of  discussion  about  either  the  positive  attributes  of  our  labor  laws 
or  the  areas  in  which  our  labor  laws  have  been  criticized  over  time. 
I  am  aware  of  your  reference.  I  would  be  interested  in  speaking  di- 
rectly with  people  who  are  making  the  suggestion  that  you  refer  to 
about  the  Railway  Labor  Act. 

Let  me  take  a  minute  or  two  to  put  it  in  context.  First,  I  think 
it  is  important  to  appreciate  how  unique  the  law  is  both  in  design 
and,  to  some  extent,  purpose  from  the  other  basic  labor  law  which 
is  referred  to  as  the  National  Labor  Relations  Act  enacted  in  1935. 

The  Railway  Labor  Act  law  was  enacted  in  1926  and  one  of  the 
primary  objectives,  which  remains  today,  is  to  avoid — in  the  public 
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interest  disruptions  to  interstate  commerce  and  to  the  operations 
of  transportation  carriers. 

I  would  comment  that,  over  the  period  of  70  years,  and  we  under- 
stand with  all  laws,  even  ones  that  we  favor,  if  you  will,  that  laws 
don't  work  perfectly,  but  I  would  suggest  to  you,  Mr.  Chairman, 
that  over  that  70-year  period  the  law  has  worked  very  well  and  has 
avoided  disruptions  to  commerce  over  98  percent  of  the  time. 

Second,  the  law  is  also  unique  in  that  we  are  the  only  law  and 
the  only  agency  that  implements  an  integrated  scheme  for  handling 
all  facets  of  labor  relations  disputes  which  have  served  these  indus- 
tries well.  In  other  words,  as  you  suggest,  we  have  responsibility 
both  for  problem  solving  and  avoidance  of  disputes  through  the  me- 
diation of  collective  bargaining;  for  resolving  representation  dis- 
putes; and  number  three,  for  administering  the  arbitration  of  griev- 
ances in  the  railroad  industry. 

There  is  another  important  facet  to  keep  in  mind  involving  the 
uniqueness  of  the  agency's  mission  as  to  transportation  disputes. 
Within  the  realm  of  our  mediatory  responsibilities,  mediation  is 
mandatory.  And  the  relationship  that  we  have  with  the  parties, 
given  that  fact  in  law,  is  considerably  different  most  of  the  time 
from  the  relationship,  for  example,  that  the  FMCS,  as  fine  an  agen- 
cy as  that  has  been  over  the  years,  has  with  the  parties  it  serves. 

When  the  FMCS  is  called  into  a  case,  that  is  done  on  a  consen- 
sual basis  with  agreement  of  the  parties.  The  FMCS  is  usually 
called  in  at  a  late  stage  in  the  dispute.  Under  our  law,  primarily 
for  purposes  of  avoiding  serious  disputes  in  interstate  commerce, 
involvement  with  the  parties  is  much  earlier  and  they  really  don't 
have  a  choice. 

For  example,  the  unions  are  not  free  to  strike,  and  the  carriers 
are  not  free  to  lock  out  or  to  unilaterally  implement  terms  and  con- 
ditions without  NMB's  release.  Again,  that  is  designed,  as  much  as 
possible,  to  promote  agreements  and  to  avoid  disruptions  to  com- 
merce. So  this  is  a  significant  and  distinctive  facet  of  our  law. 

Number  two,  I  would  say  to  the  Chair  with  all  due  respect,  that 
while  Congress  enacted  this  law,  the  Railway  Labor  Act  essentially 
was  a  consensual  draft  agreed  to  by  the  railroads  and  the  rail 
unions. 

Even  though  the  airlines  did  not  become  part  of  that  law  until 
a  few  years  later,  there  is  a  tradition  that  has  grown  up  within 
both  industries  to  strive  for  consensus  and  to  agree  that,  notwith- 
standing the  differences  and  the  challenges  that  exist  and  have  ex- 
isted for  the  last  seven  decades  in  these  industries,  there  is  always 
a  striving  for  consensus  particularly  when  any  serious  matters 
arise  as  to  any  fundamental  changes  in  the  law. 

I  would  point  out  that,  as  part  of  that  consensus,  there  are  some 
unique  features  to  the  traditions  of  our  agency.  One  is  that  we  tend 
to  have,  if  you  will,  a  very  bipartisan  approach  in  many  senses  of 
the  word.  For  example,  I  am  the  chairman  of  the  agency  currently 
and  we  have  a  three-person  board.  We  have  a  vacancy  but  will  be 
joined  by  a  third  member  soon.  Our  chairmanship  rotates.  For  ex- 
ample, Maggie  Jacobsen  will  become  the  chairman  of  the  agency 
and  the  board  member  who  is  going  to  join  us  shortly,  and  who 
happens  to  be  a  Republican,  I  will  point  out,  will  also  be  the  chair- 
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man  of  the  agency  even  if  a  Democrat  is  serving  in  the  White 
House. 

Number  two,  I  would  suggest  to  you — and  again,  this  is  just  to 
share  you  some  of  the  unique  and  positive  attributes  that  the  agen- 
cy has — I  would  suggest  that,  with  all  due  respect  to  the  advise 
and  consent  responsibilities  of  the  other  body  relative  to  nomina- 
tions, there  is  a  tradition  going  back  decades  in  our  agency  that 
nominees  to  become  members  of  the  NMB  usually  have  a  certain 
consensual  ratification  even  before  the  other  body  exercises  its  ad- 
vice and  consent  responsibilities.  The  parties,  both  the  carriers  and 
the  labor  organizations,  have  a  way  beforehand  of  basically  agree- 
ing that  these  people  are  acceptable  either  for  reasons  of  tempera- 
ment or  background  to  fulfill  the  statute's  responsibilities.  So,  some 
of  the  unfortunate  contentiousness  that  sometimes  characterizes 
nomination  fights  at  other  agencies  have  basically  not  character- 
ized the  experience  within  our  agency. 

Number  three,  I  think  there  is  also  a  unique  bipartisan  relation- 
ship in  terms  of  our  agency  and  the  responsibilities  of  the  authoriz- 
ing committees  that  have  jurisdiction  over  our  industries  in  Con- 
gress. Again,  whether  there  has  been  a  Republican  or  a  Democrat 
in  the  White  House,  if  I  could  point  to  recent  years,  in  the  recent 
years  when  Republicans  were  in  the  White  House  and  the  Demo- 
crats controlled  Congress,  the  members  of  our  board  who  were  ap- 
pointed by  Republican  Presidents  had  a  very  close  working  rela- 
tionship with  the  Congress. 

I  will  say  to  you  that  this  board,  the  two  members  that  are  sit- 
ting before  you  that  were  appointed  by  a  Democratic  President,  in- 
tends to  and  will  work  very  closely  with  the  authorizing  commit- 
tees with  jurisdiction  in  terms  of  handling  the  disputes  that  face 
us  and  obviously  face  the  Nation  and  face  interstate  commerce. 

Also,  and  this  goes  more  to  the  point  I  think  you  made  relative 
to  those  who  raised  questions  about  the  law's  viability  or  useful- 
ness, that  obviously  we  are  very  interested  even  for  reasons  beyond 
the  fact  that  this  administration,  as  you  know,  whether  you  agree 
with  every  facet  of  it,  is  trying  to  make  government  work  better 
through  its  National  Performance  Review.  Congress  is  trying  to  do 
the  same  thing. 

Part  of  that,  from  our  vantage  point,  is  trying  to  make  sure  that 
we  serve  our  customers,  the  railroad  and  airline  industry.  And  we 
have  had  recent  experience  or  recent  testimony,  if  you  will,  from 
both  of  those  industries,  from  the  railroads  and  the  airlines  as  well 
as  the  labor  organizations,  that  they  feel  very  strongly  about  the 
continued  viability  and  the  importance  of  both  our  law  and  our 
agency,  which  is  very  gratifying  to  me,  I  will  tell  you. 

One  illustration  of  that  is,  as  you  know,  the  ongoing  commission 
on  the  future  of  worker  management  relations,  sometimes  referred 
to  as  the  Dunlop  Commission,  named  after  former  Secretary  of 
Labor  John  Dunlop.  It  has  been  focusing  for  the  last  two  years  on 
how  to  make  the  workplace  better  and  how  to  deal  with  our  major 
labor  laws.  A  lot  of  the  focus  went  to  consideration  of  changes  in 
the  National  Labor  Relations  Act. 

With  respect  to  our  law,  the  Railway  Labor  Act  and  our  agency, 
all  the  major  parties,  the  railroads  and  the  airlines  as  well  as  the 
unions,    testified    before    the    commission    that    on    balance    they 
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thought  that  the  law  was  working  very  well  and  they  didn't  want 
any  changes  and  they  thought  the  mission  of  our  agency  remained 
very  important  and  viable.  That  Commission  was  created  even  be- 
fore I  assumed  my  tenure  here  and  before  Maggie  Jacobsen  as- 
sumed her  tenure. 

However,  we  haven't  just  on  this  feedback  from  the  Commission 
since  we  have  been  here  and  we  have  been  almost  two  years.  We 
have  been  working  very  hard  to  make  improvements  consistent 
both  with  the  National  Performance  Review  mandates,  and  I  think 
with  some  of  the  objectives  the  Congress  may  have,  to  make  the 
service  provided  to  the  airline  and  railroad  industries  better.  We 
have  been  making  a  lot  of  changes. 

But  what  I  would  respectively  encourage  the  subcommittee  to  do, 
rather  than  speak  to  you  myself,  is  ask  the  railroads  and  ask  the 
airlines,  and  ask  the  labor  organizations,  too,  whether  they  think, 
notwithstanding  the  positions  they  have  expressed  two  years  ago, 
whether  they  think  that  some  of  the  work  and  some  of  the  changes 
we  have  been  working  on  with  them  over  the  last  two  years,  have 
been  constructive  and  that  they  support.  I  feel  that  the  answer  will 
be  yes  to  that. 

There  is  another  difference  of  our  Board  as  distinct  from — for  ex- 
ample, you  mentioned  the  NLRB.  I  worked  at  the  NLRB  for  several 
years  and  feel  strongly  about  its  mission  and  about  the  job  that  it 
performs,  so  I  am  not  trying  to  criticize  the  NLRB.  Quite  the  con- 
trary. But  there  is  a  difference  in  our  boards.  One  difference  is  that 
our  board  members  work  very  closely  with  the  parties.  We  are  a 
hands-on  agency.  That  is  because  our  primary  mission  is  problem 
solving,  to  get  agreements  which  resolve  disputes.  So  as  a  matter 
of  course,  to  fulfill  our  statutory  responsibilities,  we  work  very 
closely  with  the  parties.  I  feel  confident,  in  other  words,  that  the 
parties,  because  we  work  so  closely  with  them,  are  supportive  of 
the  job  we  are  doing  and  the  mission  of  our  agency  and  the  law. 

Now,  I  only  point  that  out,  not  so  much  because  that  doesn't  pre- 
clude the  ongoing  discussion  about  making  a  law  work  better  or  its 
viability,  but  I  think  it  is  important,  for  context,  to  consider  some 
of  the  ramifications  of  any  possible  changes  that  might  be  consid- 
ered. 

PRIVATIZATION  OF  MEDIATORY  SERVICES 

Mr.  Wicker.  I  think  I  know  the  answer  to  this  next  question,  but 
I  am  going  to  give  you  an  opportunity  to  comment  on  privatization 
of  the  functions  of  your  board.  Could  these  functions  be  privatized 
and  what  would  be  your  opinion  of  that  suggestion? 

Mr.  DuBester.  I  am  thinking. 

Mr.  Wicker.  I  applaud  that. 

Mr.  DuBester.  I  guess  the  major  factor  to  consider  I  guess,  obvi- 
ously, would  be  on  the  one  hand  we  understand  today  the  impor- 
tance of  focusing  on  both  how  to  make  government  work  better  but 
also  how  to  reduce  government  where  it  is  again  an  unwarranted 
intrusion  or  for  other  reasons.  And  again,  I  guess  what  I  would  say 
is  there  are  public  policy  reasons  for  our  existence  that  continue, 
and  again,  that  are  primarily  rooted  in  avoidance  of  disruptions  to 
interstate  commerce  and  avoidance  of  disruptions  to  the  operations 
of  carriers. 
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Of  course  the  literal  answer  is  yes,  but  given  the  nature  of  the 
carriers  and  labor  organizations  that  make  up  the  airline  and  rail- 
road industries,  which,  of  course,  are  not  only  national  in  scope  but 
to  some  extent  international  in  scope,  I  am  having  a  little  dif- 
ficulty— this  is  a  different  kind  of  question  than  a  queston  of  devo- 
lution. For  example,  if  you  said  to  me,  are  our  functions  such  that 
they  could  be  better  handled  at  the  State  level,  I  would  say  to  you, 
with  all  due  respect,  on  that  question,  probably  not,  because  of  the 
nature  of  the  industries  that  we  serve. 

You  are  asking  a  different  question  relative  to  privatization.  I 
guess  my  answer  kind  of  becomes  the  same  answer  because  I  am 
having  difficulty  conceiving  of  a  private  entity  that  could  be  created 
that  would  operate  more  effectively  or  more  efficiently,  if  you  will, 
than  the  way  that  we  are  operating.  That  would  be  my  answer. 

USER  FEES  FOR  ARBITRATION  AND  MEDIATION 

Mr.  Wicker.  Has  your  board  considered  financing  arbitration 
and  mediation  activities  through  assessment  of  a  user  fee? 

Mr.  DuBester.  That  is  an  issue  that  has  been  considered  and  I 
will  say  to  you,  and  I  referred  to  this  briefly  in  my  statement,  that 
this  question,  Mr.  Chairman,  comes  up  within  the  section  of  our 
law  referred  to  as  section  3,  the  section  that  covers  the  handling 
of  what  we  call  "minor"  disputes  but  which  are  really  grievances 
in  the  industry. 

As  I  mentioned  in  my  written  statement,  one  of  our  objectives 
and  accomplishments  to  attain  early  in  our  tenure  was  that  we 
were  able  to  get  the  parties — we  try  to  focus  responsibilities  on  the 
parties  and  away  from  the  government,  if  you  will — the  railroads 
and  rail  organizations,  to  revive  what  we  have  referred  to  as  the 
section  3  committee.  This  is  a  committee  that  is  designed  to  im- 
prove the  way  in  which  all  matters  that  fall  within  the  area  of  rail- 
road grievances  could  be  improved  and  handled  both  more  effec- 
tively and  in  a  more  cost-effective  way.  And  the  section  3  commit- 
tee has  been  having  regular  meetings,  going  on  two  years. 

We  have  made  many  constructive  changes  already  in  the  last 
year  and  a  half.  We  have  many  other  important  areas  that  we  are 
still  seeking  to  work  with  that  are  under  consideration.  And,  I 
want  to  say  to  you  that  the  question  of  some  kind  of  an  assessment 
on  the  handling  of  grievances  is  an  issue  that  is  on  the  agenda  of 
the  section  3  committee,  which  is  a  creature  of  the  parties,  if  you 
will.  We  are  there  to  facilitate,  to  encourage,  and  to  prod  them  to 
reach  agreement  on  ways  that  will  make  the  system  work  better 
and  in  a  more  cost-effective  way,  which  I  think  is  behind  your  sug- 
gestion relative  to  the  question  of  user  fees.  We  have  been  talking 
about  that,  yes. 

Mr.  Wicker.  Many  critics  have  argued  that  labor  and  manage- 
ment overuse  the  mediation  process  in  part  because  direct  costs  of 
mediation  are  paid  by  the  board  without  regard  to  the  merit  of  the 
issue.  In  your  opinion,  would  parties  entering  mediation  use  the 
system  more  reasonably  and  efficiently  if  they  were  required  to 
pay,  for  example,  by  the  hour  for  mediating? 

Mr.  DuBester.  If  they  were,  I  think  the  answer  to  your  question 
would  be  yes,  without  a  doubt.  I  don't  mean  to  make  light  of  it. 
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Again,  I  think  it  is  important  to  consider  context  here.  First,  I 
think  it  is  important  to  point  out  that  both  my  colleague  and  I  are, 
if  you  will,  labor  professionals  by  experience.  We  have  both  done 
mediatory  kinds  of  things.  Maggie  Jacobsen  served  as  a  mediator 
for  many  years. 

Mr.  Chairman,  as  you  probably  appreciate,  labor  relations  is  a 
very  unique  dynamic  like  most  things  are  which  have  as  its  pri- 
mary focus  the  retlations  between  parties  themselves.  But  one 
tendency  is  that  the  parties  are  often  looking  for  any  kind  of  exter- 
nal influences  to  either  bail  them  out,  help  them  out  or  to  change 
their  focus  from  the  other  side  of  the  table. 

Given  our  background  in  labor  relations  and  having  a  common 
perspective,  if  you  will,  on  that  dynamic,  we  are  always  trying  to 
focus  the  parties  to  take  responsibility  for  themselves  and  for  their 
own  actions.  Part  and  parcel  of  that  is  encouraging  them  not  to 
prematurely  request  mediation.  We  are  talking  to  the  parties  about 
that  all  the  time  and  we  tell  our  staff  to  encourage  the  parties  to 
take  on  their  responsible  burdens  for  a  sufficient  period  of  time.  So 
that  is  an  ongoing  process  for  us  in  terms  of  the  way  we  are  trying 
to  work  with  the  parties  and  focus  responsibility  on  the  parties. 

Having  said  that,  I  think  we  have  made,  even  in  a  short  time, 
changes  in  those  approaches  and  getting  the  parties'  understanding 
as  to  our  expectations  for  them.  On  the  other  hand,  under  our  law 
and  again  for  the  purpose  essentially — not  solely,  but  essentially — 
for  minimizing,  if  not  avoiding  completely,  any  disruptions  to  com- 
merce, our  mediatory  efforts  are  mandatory,  as  I  pointed  out. 

So  there  is  not  only  a  tendency,  but  I  would  say  there  is  a  point 
at  which  there  is  almost  a  necessity  for  our  mediatory  staff  to  get 
engaged  with  the  parties  at  a  fairly  early  stage.  Also  remember 
that  the  board  member  gets  involved  with  the  parties  and  holds  the 
responsibility  to  intercede  before  the  parties  are  allowed  to  go  out 
on  strike  or  to  lock  out  or  unilaterally  implement. 

Before  we  make  those  decisions,  which  are  very  important,  and 
matters  to  which  I  know  you  would  attach  a  great  deal  of  impor- 
tance to,  there  is  a  point  in  time  when  mediation  is  necessary.  We 
are  working  to  make  sure  that  doesn't  occur  as  early  as  it  has  per- 
haps in  the  past  or  doesn't  occur  prematurely. 

To  that  extent,  we  will  lessen  the  extent  of  reliance  on  mediation 
that  I  think  you  refer  to  in  your  question. 

Mr.  Wicker.  Mr.  DuBester,  I  want  to  thank  you  for  your  testi- 
mony today.  I  have  an  idea  that  the  Chairman  and  other  Members 
of  the  committee  may  have  some  questions  that  they  would  submit 
to  you  in  writing,  and  we  would  ask  you  to  answer  those  as  soon 
as  you  could. 

Mr.  DuBester.  Be  happy  to  do  that. 

Mr.  Wicker.  We  thank  you  so  much  for  your  testimony. 

The  subcommittee  will  stand  in  recess  for  approximately  five 
minutes. 

[Recess.] 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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NUMBER  OF  FTEs 

Mr.  Porter:  How  many  FTE  are  actually  on  board  at  the  NMB 
right  now? 

Mr.  DuBester:  At  the  moment,  we  have  52  employees  which 
includes  the  three  Board  Members.  Recently  one  of  our  supervisors 
resigned  to  take  a  job  in  the  private  sector.  It  is  our  intent  to 
fill  this  vacant  slot  as  soon  as  practical. 

EFFICIENCY  OF  NMB  AND  FMCS  MEDIATORS 

Mr.  Porter:  Mr.  DuBester,  regarding  efficiency,  the  compari- 
son is  always  made  between  the  caseload  that  FMCS  mediators  carry 
and  the  caseload  that  NMB  mediators  carry.  What  is  the  average 
number  of  cases  carried  and  closed  by  FMCS  mediators  and  the  same 
numbers  for  NMB  mediators? 

Mr.  DuBester:  The  mediation  process  at  FMCS  is  substantially 
different  from  that  of  the  NMB  in  a  number  of  significant  respects. 
An  appreciation  of  the  differences  most  appropriately  begins  with  an 
understanding  of  the  fundamental  difference  in  the  laws  that  govern 
our  respective  mediatory  efforts. 

The  NMB's  mediation  process,  of  course,  is  governed  by  the 
Railway  Labor  Act  (RIA)  .  Under  the  RIA,  mediation  is  mandatory  and 
is  part  of  an  elaborate  statutory  process  that  is  principally 
designed  to  minimize  disruptions  to  interstate  commerce.  In  con- 
trast, the  FMCS's  mediation  process  is  voluntary  and  is  governed  by 
the  National  Labor  Relations  Act. 

A  significant  consequence  of  this  distinction  is  that  the  NMB 
becomes  involved  with  the  parties  earlier  in  the  mediation  process 
and  that  involvement  will  tend  to  become  longer,  as  well.  The  NMB 
also  controls  the  parties'  right  to  exercise  self-help  such  as  to 
strike,  lockout,  or  unilaterally  implement  terms  and  conditions. 

The  FMCS'  involvement  is  most  often  triggered  by  a  contract 
expiration  with  the  concomitant  right  of  the  parties  to  exercise 
self-help  not  under  the  FMCS'  control.  Accordingly,  FMCS'  mediation 
can  take  anywhere  from  a  few  hours  to  30  consecutive  days.  It  is 
rare  that  an  FMCS  case  remains  active  for  several  months. 

The  FMCS  process  also  reflects  another  key  difference  in  the 
laws  which  govern  the  agencies.  Under  the  NLRA  which  governs  the 
FMCS,  employees  can  organize  at  an  individual  plant,  facility,  etc. 
This  results  in  the  possibility  of  a  great  number  of  disputes  coming 
to  mediation  which  involve  only  one  company.  Under  the  RIA,  on  the 
other  hand,  employees  at  one  carrier  (company)  organize  on  a  compa- 
ny-wide basis,  resulting  in  one  case  number  for  dozens  of  disputes. 
The  reason  for  this  difference  is  that  the  NMB  handles  transporta- 
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tion  systems  which  have  substantial  interface.  The  law  was  written 
to  recognize  that,  where  a  dispute  at  a  manufacturing  plant  might 
have  substantial  impact  upon  a  community,  it  does  not  have  the 
impact  that  an  entire  railway  system  dispute  might  have  on  an  entire 
region  or  across  the  Nation. 

Illustrative  of  the  foregoing  is  the  current  railroad  dispute 
between  the  National  Carriers'  Conference  Committee  (NCCC)  and  the 
Transportation  Communication  Workers  International  Union  (TCU)  .  We 
have  assigned  one  case  number  to  that  dispute.  However,  for  the 
TCQ's  clerk  division  alone,  there  are  46  railroads  and/or  subdivi- 
sions that  the  NCCC  represents  contained  in  this  one  case  number. 

Again,  the  letter  and  spirit  of  the  RIA  anticipates  a  slower 
and  more  complex  process,  as  it  mitigates  against  major  interrup- 
tions of  commerce  affecting  all  industries  and  public  enterprises — 
the  economy  of  the  nation. 

The  Act  has  proven  extremely  effective  in  achieving  its  basic 
mandate  because  it  encourages  the  settling  of  disputes  through  a 
process  of  negotiation,  mediation  and  arbitration.  Work  stoppages 
are  still  possible,  but  only  after  all  processes  of  the  Act  have 
been  exhausted.  The  RIA  has  been  tested  time  and  again  and  under 
widely  contrasting  circumstances,  such  as  regulation  and  deregula- 
tion, and  it  has  proven  its  worth  as  an  effective  law  to  govern 
labor-management  relations  in  these  two  industries. 

We  are  attaching  a  copy  of  a  computer  printout  which  depicts 
caseload  comparing  the  first  six  months  of  FY  1995  to  the  first  six 
months  of  FY  1994.  The  pending  caseload  through  March  1995  is  123 
mediation  cases.  The  total  number  of  pending  representation  cases 
is  22.  Average  cases  per  mediator  for  March  1995  is,  therefore, 
9.1. 

We  do  not  have  the  caseload  data  for  the  FMCS  or  the  NLRB. 
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Mr.  Porter:   In  your  opinion,  what  is  the  reason  for  this 
discrepancy? 

Mr.  DuBester:   Please  refer  essentially  to  the  previous 
answer.  Again,  the  letter  and  spirit  of  the  RIA  contemplates  a  more 
deliberate  and  complex  process  that  is  designed  to  mitigate  against 
major  interruptions  to  commerce  affecting  many  industries  and  public 
enterprises- -the  nation's  economy.  Without  an  in-depth  analysis  of 
the  purposes  of  the  respective  statutes  covering  the  NMB  and  the 
FMCS,  a  comparison  of  the  two  agencies  leads  one  to  faulty  conclu- 
sions. 

NUMBER  OF  NMB  MEDIATORS 

Mr.  Porter:  How  many  mediators  does  the  NMB  employ,  and  as  of 
January  1,  1995,  how  many  mediation  cases  were  assigned  to  each 
mediator?  For  the  purpose  of  this  question,  do  not  provide  averag- 
es--please  provide  the  actual  number  of  cases  assigned  to  each 
mediator. 

Mr.  DuBester:  There  are  16  mediators  employed  at  this  date. 
Attached  is  a  mediator  cross-reference  report  for  mediation  cases. 
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MEDIATOR  CROSS  REFERENCE  REPORT 
(as  of  A/26/95) 
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SKILLS  OF  NMB  MEDIATORS 

Mr.  Porter:  In  your  opinion,  do  NMB  mediators  require  special 
skills  that  are  not  possessed  by  other  mediators  in  order  to  mediate 
transportation  disputes?  If  so,  please  describe  them. 

Mr.  DuBester:  The  special  attributes  of  mediators  working 
under  the  RIA  primarily  relate  to  experience  in  either  the  rail  or 
airline  industry.  Although  all  industries  have  a  jargon  pecularily 
their  own,  the  rail  contracts  and  practices  are  extremely  complex 
and  technical,  and  it  is,  therefore,  more  effective  and  efficient 
for  the  government  to  provide  professionals  who  can  "talk"  the 
language  of  the  trade. 

Remember  also,  that  part  of  the  NMB  role,  different  than  the 
FMCS,  is  that  NMB  mediators  also  investigate  representation  dis- 
putes. These  investigations  lead  to  the  determination  of  authorized 
bargaining  representatives  as  well  as  selection  of  the  particular 
group  (class  or  craft)  of  employees  that  is  properly  organized  for 
representation  purposes. 

These  varied  responsibilities  call  for  skills,  abilities  and 
knowledge  greater  than  mediation  alone. 

SKILLS  OF  NMB  HFARING  OFFICERS 

Mr.  Porter:   I  would  like  you  to  answer  the  same  question 
regarding  hearing  officers  assigned  to  representation  cases. 

Mr.  DuBester:   There  are  differences  between  NMB  and  NLRB 
Hearing  Officers  (HO's) .  The  chief  difference  lies  in  their  respec- 
tive responsibilities. 

At  the  NLRB,  HO's,  as  their  title  suggests,  principally 
conduct  hearings  for  the  purpose  of  developing  a  record.  Unlike  the 
NMB  HO's,  NLRB  HO's  are  not  necessarily  lawyers. 

At  the  NMB,  HO's  function  as  a  composite  of  NLRB  personnel. 
They  do  conduct  hearings.  In  addition,  they  conduct  investigations, 
particularly  of  the  more  complex  legal  issues  that  arise  in  repre- 
sentation disputes,  such  as  alleged  carrier  interference  and  the 
appropriate  parameters  of  the  transportation  "system. " 

NMB  HO's  also  draft  the  determinations  that  are  issued  by  the 
NMB  in  representation  disputes.  In  this  respect,  they  function  like 
counsel  or  legal  assistants  to  the  NLRB  Board  Members. 

Another  central  difference  is  the  statute  under  which  they 
work,  the  RIA  as  distinct  from  the  NLRA.  NMB  HO's  familiarity  with 
prior  NMB  determinations  is  significant  as  the  legal  underpinnings 
of  the  relationship  between  labor  and  management  evolves.  This 
substantial  experience  makes  them  distinctive. 
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NMB  CHICAGO  OFFICE 

Mr.  Porter:  During  the  early  1980' s  and  again  in  the  1990' s, 
the  NMB  recommended  closing  the  Chicago  office.  On  what  basis  were 
those  recommendations  made,  and  why  is  the  office  still  in  exis- 
tence? 

Mr.  DuBester:  The  Chicago  office  refers  to  the  support 
services  for  the  National  Railroad  Adjustment  Board  (NRAB)  .  It  was 
never  the  NMB's  intention  to  close  the  NRAB.  In  this  respect,  bear 
in  mind  that  the  RLA  specifies  that  the  NRAB  shall  maintain  head- 
quarters in  Chicago.   (45  U.S.C.  §153 (s) ) . 

Rather,  the  NMB  sought  to  consolidate  all  government  support 
functions  for  the  Section  153  tribunals,  i.e.  the  Public  Law  Boards, 
Special  Boards  of  Adjustment  and  the  NRAB.  During  the  summer  of 
1990,  the  NMB  was  notified  by  GSA  that  the  lease  for  the  office 
space  in  Chicago  had  expired  and  would  have  to  be  relocated  and  that 
the  lease  for  the  space  in  Washington,  DC  would  not  be  renewed  at 
its  present  location.  This  seemed  the  appropriate  time  to  consoli- 
date all  of  the  NMB  support  functions. 

The  office  is  still  in  existence  because  representatives  of 
the  Joint  Labor /Management  Carndttee  agreed,  in  exchange  for  keeping 
the  Chicago  office  open,  to  develop  a  plan  that  would  include  a 
review  of  current  policies  and  practices  regarding  dispute  resolu- 
tion of  all  tribunals  under  Section  153  of  the  Railway  Labor  Act  in 
order  to  improve  the  efficiency,  and  thereby  the  cost -effectiveness, 
of  the  grievance  resolution  process.  For  your  information,  the 
parties  have  revised  the  NRAB's  Uniform  Rules  of  Procedure  which  has 
resulted  in  more  efficient  handling  of  grievances.  In  addition, 
they  were  instrumental  in  revitalizing  the  Section  3  Committee. 
That  committee,  composed  of  several  presidents  of  rail  unions  and 
corresponding  principals  from  rail  management,  is  continuing  to 
review  and  implement  new  procedures  to  expedite  the  Section  153 
process  and  reduce  the  number  of  pending  cases. 

CLOSURE  OF  CHICAGO  OFFICE 

Mr.  Porter:  Please  provide  for  the  record  an  impact  statement 
regarding  closure  of  the  Chicago  office  in  1996. 

Mr.  DuBester:   If  the  Chicago  office  were  to  be  closed  in 
1996,  the  current  space  (1500  sq.  feet)  in  the  Dirksen  Federal 
Building  would  be  released.  Two  administrative  support  employees 
would  be  offered  the  opportunity  to  transfer  to  the  D.C.  offices. 

Mr.  Porter:  Please  provide  for  the  record  any  materials 
prepared  by  the  Board  since  January  1,  1990  regarding  the  closure  of 
the  Chicago  office. 

Mr.  DuBester:  The  requested  information  has  been  provided  to 
the  Subcommittee  under  separate  cover. 
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Mr.  Porter:  How  many  people  are  currently  employed  in  Chica- 
go, what  duties  do  they  perform,  and  why  can  those  duties  not  be 
performed  in  the  Washington  office? 

Mr.  DuBester:  The  Chicago  office  currently  employs  two  full 
time  employees  who  provide  administrative  services  for  handling  the 
day-to-day  operations  of  the  NRAB.  Those  duties  could  be  performed 
in  the  Washington,  D.C.  office  if  the  parties  agree  to  consolidate 
all  of  the  functions.  Again,  bear  in  mind  that  the  statute  (RIA) 
specifies  that  the  NRAB's  headquarters  shall  be  maintained  in 
Chicago . 

Mr.  Porter:  Please  indicate  for  the  record  the  costs  associ- 
ated with  renting,  staffing,  furnishing  and  operating  the  National 
Railroad  Adjustment  Board  office  in  Chicago. 

Mr.  DuBester:  The  cost  to  the  Federal  government  of  operating 
the  NRAB  office  is  approximately  $200,000  per  year.  This  includes 
two  employees,  rent,  xerox  operation,  supplies,  equipment,  mainte- 
nance contracts  and  postage. 

NUMBER  OF  MEDIATION  AND  REPRESENTATION  RAILROAD  CASES 

Mr.  Porter:   Please  provide  for  the  record  a  chart  or  table 
indicating  for  Class  I  railroads,  Class  II  railroads,  Class  III 
railroads  and  commuter  railroads,  the  number  of  mediation  cases, 
representation  cases  and  arbitration  cases  opened  and  closed  each 
year.  Also  please  indicate  how  many  mediator  days  were  spent  on 
each  mediation  and  representation  case  closed.  Please  provide 
average  days  as  well  as  actual  days  spent  on  each  case  closed. 

Mr.  DuBester:  Class  I,  II  and  III  railroads  are  designations 
assigned  by  the  Interstate  Commerce  Commission  as  part  of  its 
economic  regulatory  functions,  and  the  type  of  class  is  based  on 
each  carrier's  annual  revenues.  NMB  records  on  mediation  and 
representation  cases  are  not  maintained  by  the  class  of  railroads.- 
Arbitration  case  records  also  are  not  maintained  by  the  class  of 
railroad,  but  rather  by  the  type  of  tribunal,  i.e.,  Public  Law 
Boards,  Special  Boards  of  Adjustment  and  the  NRAB. 

Following  are  two  charts:  One  shows  the  NMB's  railroad 
mediation  and  representation  cases  received  and  closed  annually  from 
FY  1990  through  FY  1994,  and  preliminary  figures  for  FY  1995.  The 
other  chart  provides  similar  information  for  the  three  types  of 
arbitration  tribunals. 
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RAILROAD  INDUSTRY 
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RAILROAD  INDUSTRY 
ARBITRATION  SERVICES 
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NUMBER  OF  MEDIATION  AND  REPRESENTATION  AIRLINE  CASES 

Mr.  Porter:  Please  provide  the  same  information  for  the 
airline  industry. 

Mr.  DuBester:  The  following  chart  shows  NMB's  airline  media- 
tion and  representation  cases  received  and  closed  annually  from  FY 
1990  through  FY  1994,  and  preliminary  figures  for  FY  1995.  The  NMB 
does  not  maintain  statistics  regarding  airline  arbitration. 
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AIRLINE  INDUSTRY 
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MEDIATION  CASELOAD  20  YEAR  TABLE 

Mr.  Porter:  Please  provide  a  20  year  table  indicating  media- 
tion caseload  for  1975-1994. 


Mr.  DuBester: 


The  information  follows: 


NMB  CASELDAD/PRODUCTrvTTY  DATA 
(By  Fiscal  Year) 


Mediation  Cases 
Pending,  start  of  year. . 

Received  during  year 

Resolved  during  year 

Pending,  end  of  year 


Mediation  Cases 
Pending,  start  of  year. 
Received  during  year. . . 
Resolved  during  year. . . 
Pending,  end  of  year. . . 


Mediation  Cases 
Pending,  start  of  year. 
Received  during  year. . . 
Resolved  during  year. . . 
Pending,  end  of  year. . . 


Mediation  Cases 
Pending,  start  of  year. 
Received  during  year. . . 
Resolved  during  year. . . 
Pending,  end  of  year. . . 


1975 

1976 

Trans. 

1977 

1978 

Act. 

Act. 

.  Qtr. 

Act. 

Act. 

259 

261 

177 

182 

171 

232 

183 

46 

172 

198 

230 

267 

41 

183 

181 

261 

177 

182 

171 

188 

1979 

1980 

1981 
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Act. 

Act. 

Act. 

Act. 

Act. 

188 

251 

174 

183 

347 

203 

139 

173 

320 

190 

140 

216 

164 

156 

309 

251 

174 

183 

347 
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Act. 

Act. 

Act. 

Act. 
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229 
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335 

147 

181 

159 

123 

123 

146 

84 

89 

184 

93 
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326 

396 

335 

365* 
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1990 

1991 

1992   1993 

1994 

Act. 

Act. 

Act.   , 

Act.   Act. 

Act. 

374* 

381 

397 

373    164 

122 

253 

136 

76 

58     65 

59 
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119 

100 

267    107 

69 

381 

398 

373 

164    122 

112 

Caseload  adjusted  due  to  actual  count. 


EMPLOYMENT  OF  MEDIATORS  20  YEAR  TABLE 


Mr.  Porter:  Please  provide  a  table  indicating  the  actual 
number  of  mediators  on  the  Board  for  the  same  period. 
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Mr.  DuBester:   The  information  requested  is  as  follows. 

Number  of  Number  of 

FY       Mediators  FY  Mediators 

1975  19  1985  21 

1976  21  1986  21 

1977  20  1987  20 

1978  20  1988  20 

1979  20  1989  21 

1980  20  1990  20 

1981  20  1991  17 

1982  22  1992  16 

1983  21  1993  15 

1984  21  1994  15 

1995  16 

PREVENTIVE  MEDIATION 

Mr.  Porter:  Does  the  NMB  engage  in  preventive  mediation? 

Mr.  DuBester:  On  occasion  we  have  provided  what  we  term 
technical  assistance.  This  is  where  the  parties  are  not  officially 
in  mediation,  but  where  they  request  the  assistance  of  a  facilitator 
to  help  them  resolve  an  issue.  We  have  recently  started  a  process 
to  conduct  grievance  mediation  so  as  to  minimize  the  number  of 
grievances  that  progress  to  third  party  intervention.  We  believe 
that  this  process  will  reduce  costs  associated  with  our  arbitration 
function. 

We  also  have  engaged  in  active  efforts  to  provide  a  variety  of 
opportunities  for  the  parties  to  use  problem- solving  approaches  such 
as  alternative  dispute  resolution  (ADR)  techniques.  The  NMB's  Board 
Members  have  pursued  ADR  approaches  with  both  labor's  and 
management's  leadership. 

Mr.  Porter:  Under  current  law,  does  the  NMB  have  the  authori- 
ty to  engage  in  preventive  mediation? 

Mr.  DuBester:  As  suggested  above,  the  RLA  does  not  prohibit 
preventive  mediation. 

UNOBLIGATED  BALANCES 

Mr.  Porter:  How  much  of  the  1994  appropriation  was  unobligat- 
ed at  the  close  of  the  fiscal  year? 

Mr.  DuBester:  A  total  amount  of  $698,000  lapsed  and  was 
returned  to  the  U.S.  Treasury.  The  substantial  portion  of  this  was 
unobligated  Section  3  funds  (arbitration)  and  emergency  board 
contingency  funding.  Both  of  these  activities  tend  to  be  cyclical. 

Mr.  Porter:  How  is  that  balance  treated?  Is  it  returned  to 
the  Treasury  for  deficit  reduction,  carried  over  for  1995  or  is  it 
treated  otherwise? 
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Mr.  DuBester:  As  previously  stated,  lapsed  funds  are  returned 
to  the  U.S.  Treasury.  We  cannot  carry  over  any  unobligated  funds 
because  we  receive  an  annual  budget  authorization. 

Mr.  Porter:  Please  provide  a  ten  year  table  indicating  the 
budget  justification  estimate  of  unobligated  balances  and  actual 
year-end  unobligated  balances  (1985-1994) . 

Mr.  DuBester:  The  information  is  provided  below.  A  large 
portion  of  the  balances  involves  contingency  funding  for  emergency 
boards  as  indicated  in  the  column  "EB  Unobligated  Funds" .  Emergency 
boards,  which  can  be  created  by  the  President,  are  contemplated  by 
sections  9(a)  and  10  of  the  RLA  to  address  disputes  that  could  lead 
to  serious  deprivations  of  transportation  services.  This  contingen- 
cy fund  is  held  in  a  special  category  and  is  used  only  for  emergency 
boards. 


Total 

Year-end 

EB 

Unobligated 

Unobligated 

FY 

Balances 
$698,000  1/ 

Funds 

1994 

$277,000 

1993 

$226,000  2/ 

$226,000 

1992 

$     o 

$    o 

1991 

$419,000  2j 

$258,000 

1990 

$438,000 

$435,000 

1989 

$704,000  4/ 

$507,000 

1988 

$606,000  57 

$472,000 

1987 

$444,000 

$433,000 

1986 

$718,000  £/ 

$445,000 

1985 

$537,000 

$499,000 

1/    A  considerable  portion  of  this  amount  consists  of  unobligated 
funds  from  an  additional  $651,000  provided  by  Congress  for 
arbitration  activites. 

2/    Includes  a  reduction  of  $63,000  pursuant  to  PL  102-394. 

3V    Includes  a  reduction  of  $161,000  pursuant  to  PL  101-517. 

47    Includes  a  reduction  of  $79,000  pursuant  to  PL  100-436. 

57    Includes  a  reduction  of  $100,000  unavailable  for  obligations 
pursuant  to  section  512  of  LHHS&E  Appropriation  Act,  1988. 

67    Includes  a  reduction  of  $273,000  pursuant  to  PL  99-177. 

Mr.  Porter:  The  budget  justification  indicates  obligated 
year-end  balances.  Please  provide  a  ten  year  table,  1985-1994, 
indicating  estimated  and  actual  year-end  obligated  balances? 

Mr.  DuBester:  The  information  is  provided  below. 

Authorized         Actual 
FY    Appropriation   (-)  Obligations   (=)    Difference 

1994    $8,657,000  $7,959,000  $698,000 

1993    $7,807,000  1/       $7,581,000  $226,000 
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Authorized  Actual 

FY    Appropriation   (-)  Obligations   (=)    Difference 

1992  $6,775,000  $6,775,000  $      0 

1991  $6,675,000  2/  $6,256,000  $419,000 

1990  $6,384,000  $5,946,000  $438,000 

1989  $6,551,000  2j  $5,847,000  $704,000 

1988  $7,004,000  1/  $6,398,000  $606,000 

1987  $6,401,000  $5,957,000  $444,000 

1986  $6,358,000  5/  $5,640,000  $718,000 

1985  $6,358,000  $5,821,000  $537,000 

1/     Reduced  by  $63,000  pursuant  to  P.L.  102-394. 

2/     Reduced  by  $161,000  pursuant  to  P.L.  101-517. 

37     Reduced  by  $79,000  pursuant  to  P.L.  100-436. 

4/     Reduced  by  $100,000  unavailable  for  obligations  pursuant  to 

section  512  of  LHHS&E  Appropriation  Act,  1988. 
57     Reduced  by  $273,000  pursuant  to  P.L.  99-177. 

Mr.  Porter:  Why  does  the  NMB  carry  these  balances? 

Mr.  DuBester:  As  previously  explained,  a  majority  of  the 
unobligated  balances  consists  of  the  contingency  fund  held  in  a 
special  category  used  only  for  Presidential  emergency  boards,  with 
Congressional  concurrence. 

PAYMENT  OF  ARBITRATION 

Mr.  Porter:  Does  the  NMB  pay  for  arbitration  in  the  rail- 
road industry? 

Mr.  DuBester:  Yes,  as  provided  for  under  the  Railway  Labor 
Act. 

Mr.  Porter:  Does  the  NMB  pay  for  arbitration  in  the  airline 
industry? 

Mr.  DuBester:  No.  Although  there  are  provisions  in  the 
Railway  Labor  Act  for  an  Airline  Adjustment  Board,  the  parties  have 
opted  to  pay  for  the  arbitration  rather  than  use  an  Airline  Adjust- 
ment Board. 

AIRLINE  ARBITRATION  SYSTEM 

Mr.  Porter:   Please  describe  the  evolution  of  the  current 
airline  arbitration  system. 

Mr.  DuBester:  As  previously  answered,  the  airline  industry 
opted  to  have  the  parties  pay  for  arbitration  rather  than  use  an 
Airline  Adjustment  Board  as  provided  for  in  the  Railway  Labor  Act. 
At  the  time  the  Act  was  amended  to  include  the  airline  industry, 
there  was  only  a  small  number  of  unions  in  existence  and  very  few 
claims  filed.  The  airline  industry  developed  its  own  system  of 
arbitrating  claims  by  establishing  a  procedure  whereby  once  a  claim 
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has  progressed  to  formal  arbitration,  a  full  evidentiary  hearing  is 
conducted  by  the  arbitrator.  This  differs  considerably  from  formal 
arbitration  in  the  railroad  industry  in  that  the  submissions  provid- 
ed to  the  arbitrator  contain  only  the  record  developed  on  the 
property  and  presented  at  the  hearing  conducted  at  the  local  level. 
The  arbitrator  is  not  allowed  to  conduct  a  de  novo  hearing. 

FEDERAL  FINANCING  OF  RAILROAD  ARBITRATION 

Mr.  Porter:   Is  there  any  justification,  aside  from  the 
statutory  requirement  to  do  so,  for  government  financing  of  railroad 
arbitration? 

Mr.  DuBester:  Yes,  the  government  financing  facilitates  the 
resolution  of  the  grievance  disputes  as  part  of  an  overall  statutory 
process  designed  directly  by  the  labor-management  parties.  The  net 
result  is  that  the  RLA's  arbitration  process  improves  the  prospect 
for  the  peaceful  resolution  of  the  parties'  collective  bargaining 
disputes . 

Railroad  collective  bargaining  agreements  virtually  never 
have  fixed  durations.  Given  that  contracts  do  not  expire,  but 
become  amendable  under  the  RLA,  and  that  historically  bargaining, 
mediation  and  other  processes  for  collective  bargaining  often  take 
place  over  a  number  of  years,  the  method  of  dispute  resolution  of 
on-going  complaints  takes  on  a  greater  significance.  At  a  minimum 
it  maintains  a  mediatory  influence  over  the  parties  during  periods 
of  collective  bargaining.  At  a  maximum  it  allows  for  venting  of 
frustrations  and  quite  possibly  affects  the  bottom  line  by  control- 
ling costs  that  might  otherwise  be  dictated  by  market  forces  result- 
ing in  greater  costs  to  the  carriers. 

Even  grievances  which  might  be  considered  trivial  get 
filtered  out  through  the  system. 

In  considering  this  question,  it  should  also  be  kept  in  mind 
that  the  Supreme  Court  has  long  recognized  that  the  "fundamental 
premises  and  principles  of  the  Railway  Labor  Act  are  not  the  same  as 
those  which  form  the  basis  of  the  National  Labor  Relations  Act . " 
Br.  of  Railroad  Trainmen  v.  Chicago  River  &  Indiana  R.R.  Co.,  353 
U.S.  30,  31  (1957)  .  Among  the  key  distinctions  in  the  two  legisla- 
tive schemes,  the  resolution  of  grievance  disputes  in  the  railroad 
industry  is  to  be  accomplished  by  "compulsory  arbitration",  rather 
than  optionally  left  to  economic  forces  such  as  labor  strikes.  In 
conjunction  with  precluding  strikes  over  grievances,  Congress 
enacted  a  comprehensive  arbitration  process  for  the  railroad  indus- 
try that  facilitated  its  accessibility  by  providing  that  the  sala- 
ries of  the  neutral  arbitrators  deciding  the  cases  would  be  paid  by 
the  government.  In  lieu  of  the  potential  disruption  of  commerce 
from  such  grievances,  the  dispute  resolution  process  developed  by 
Congress  for  the  railroad  industry  has  continued  to  minimize  disrup- 
tions effectively. 
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Mr.  Porter:   In  what  instances  dees  the  FMCS  pay  for  arbi- 
tration? 

Mr.  DuBester:  The  FMCS  administers  a  system  whereby  the 
parties  seek  and  select  from  panels  of  arbitrators  that  it  main- 
tains. 

NUMBER  OF  GRIEVANCES  PER  RAILROAD  EMPLOYEE 

Mr.  Porter:  How  many  grievances  are  filed  per  employee  in 
the  railroad  industry? 

Mr.  DuBester:  There  are  approximately  225,000  railroad 
employees.  Five  thousand  claims  were  filed  in  FY  1994  which  aver- 
aged 22  cases  per  thousand  employees. 

The  NMB  has  no  control  over  the  number  of  cases  being  filed. 
The  NMB  is  attempting,  however,  to  reduce  the  number  of  cases  filed 
per  employee  by  requiring  the  parties  to  use  a  uniform  numbering 
system  and  grouping  cases  by  issue. 

NUMBER  OF  GRIEVANCES  PER  AIRLINE  EMPLOYEE 

Mr.  Porter:  How  many  are  filed  per  employee  in  the  airline 
industry? 

Mr.  DuBester:  There  are  no  statistics  available  as  to 
claims  filed.  However,  there  are  approximately  a  half  million 
airline  employees  and  between  250  to  300  arbitration  awards  rendered 
annually. 

GRIEVANCES  IN  THE  PRIVATE  SECTOR 

Mr.  Porter:  How  do  these  numbers  compare  to  other  private 
sector  industries? 

Mr.  DuBester:  We  have  no  information  with  respect  to  claims 
filed  in  other  industries.  However,  in  conferring  with  FMCS,  they 
reported  that  4,949  cases  were  closed  with  arbitration  awards  in  FY 
1994.  These  cases  involve  industries  outside  of  rail  and  air. 

DAILY  RATE  FOR  ARBITRATORS 

Mr.  Porter:  Does  the  budget  propose  an  increase  in  the 
daily  rate  for  arbitrators  and,  if  so,  how  much? 

Mr.  DuBester:   It  was  anticipated  that  a  raise  from  $220  per 
day  to  $250  would  begin  in  FY  1995  and  continue  into  FY  1996. 

Mr.  Porter:  How  does  the  NMB  rate  for  arbitrators  compare 
to  those  overseen  by  the  FMCS? 
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Mr.  DuBester:  The  NMB's  rate  is  dramatically  lower.  The 
average  daily  rate  for  FMCS  arbitrators,  depending  on  the  level  of 
experience,  is  $450.  This  ranges  between  $300  and  $750. 

NUMBER  OF  ARBITRATORS  ON  NMB  ROSTER 

Mr.  Porter:  How  may  arbitrators  does  the  NMB  have  on  its 
roster? 

Mr.  DuBester:  While  the  NMB  roster  contains  627  names,  only 
about  150  arbitrators  are  used  for  railroad  grievances.  This  is 
because  rail  labor  and  rail  management  demand  that  the  arbitrators 
be  highly  experienced  in  the  railroad  industry. 

Mr.  Porter:  Has  the  NMB  experienced  any  difficulty  engaging 
arbitrators  at  the  current  rate? 

Mr.  DuBester:  As  indicated  in  the  previous  answer,  the 
arbtrators  most  widely  used  by  the  parties  are  highly  experienced  in 
the  railroad  industry.  It  is  becoming  increasingly  difficult  to 
continue  to  make  use  of  this  cadre  of  individuals  because  the  daily 
rate  is  substantially  lower  than  in  private  industry.  The  parties 
desire  knowledgable  and  experienced  individuals  to  serve  as  arbitra- 
tors because  of  the  complexity  of  rules  and  practices. 

NUMBER  OF  HEARING  OFFICERS  AND  CASES  HANDLED 

Mr.  Porter:  Regarding  representation  cases,  how  many 
hearing  officers  does  the  NMB  employ? 

Mr.  DuBester:  The  Board  employs  three  hearing  officers. 

Mr.  Porter:  How  many  cases  were  assigned  to  each  hearing 
officer  as  of  January  1,  1995,  and  what  is  the  average  per  officer? 

Mr.  DuBester:  The  number  of  representation  cases  received 
fluctuates  monthly  and,  therefore,  so  does  the  number  assigned  to 
the  agency's  three  Hearing  Officers.  In  FY  1994,  the  total  number 
of  cases  assigned  averaged  34.3  cases  per  Hearing  Officer. 

Mr.  Porter:  How  do  these  figures  compare  to  those  for  the 
NLRB? 

Mr.  DuBester:  We  can  only  provide  the  statistics  for  this 
agency.  Each  agency  reports  on  cases  in  a  different  manner  and  I 
believe  that  the  statistics  are  not  comparable.  For  example,  we  do 
not  have  the  authority  to  make  unfair  labor  practice  adjudications 
as  does  the  NLRB.  We  conduct  employee  representation  elections  (R- 
Cases)  on  a  company-wide  basis  for  the  railroads  and  airlines  and  we 
do  so  with  mail  ballots.  We  routinely  handle  cases  involving 
thousands  of  employees  and  thus  the  handling  time  is  different. 

To  compare  the  cases  handled  by  Hearing  Officers  in  the 
respective  agencies  may  lead  to  a  false  conclusion  if  the  differenc- 
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es  in  the  two  laws  that  govern  the  two  agencies,  as  well  as  the 
broader  responsibilities  of  NMB  Hearing  Officers  are  not  understood. 
In  this  respect,  please  note  prior  question  and  answer. 


CUSTOMER  SERVICE  PLAN 

Mr.  Porter:  Does  the  NMB  use  timetables  for  progress  on 
representation  cases  as  is  the  practice  at  the  NLRB? 

Mr.  DuBester:  Mr.  Chairman,  we  have  established  a  customer 
service  plan  and  it  contains  the  timetables  for  the  progression  of 
representation  cases.  I  am  enclosing  a  copy  of  the  plan  and  I  am 
pleased  to  advise  you  that  we  are  meeting  or  bettering  the  customer 
service  plan's  goals. 
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Mr.  Porter:   If  not,  why  not? 

Mr.  DuBester:  Please  see  the  previous  answer. 

MAJOR  COLLECTIVE  BARGAINING  CASES 

Mr.  Stokes:  According  to  the  opening  statement,  among  the 
upcoming  railroad  and  airline  collective  bargaining  cases  are 
American,  Federal  Express,  Northwest,  Continental,  Delta  and  USAir. 
These  organizations  represent  what  portion  of  the  Board's  cases? 

Mr.  DuBester:  Based  on  the  123  mediation  cases  pending  at 
the  end  of  March  1995,  these  six  cases  represent  less  than  five 
percent  of  that  total.  It  should  be  noted  that  there  also  are 
numerous  commuter/regional  airlines  whose  contracts  are  anticipated 
to  be  amendable  during  the  remainder  of  FY  1995  and  in  FY  1996. 

Mr.  Stokes:  What  is  the  projected  estimated  cost  of  re- 
sources required  to  act  on  these  cases? 

Mr.  DuBester:  We  do  not  track  costs  per  case  because  every 
mediation  case  is  different  and  it  would  require  what  we  feel  would 
be  an  excessive  number  of  accounting  personnel  to  maintain  such 
records.  Some  cases  might  require  only  two  or  three  days  of  media- 
tion at  one  site.  Others  can  take  several  months  at  numerous 
different  locations  and  also  might  involve  Board  Members.  Any 
attempt  to  take  the  total  number  of  actual  or  projected  mediation 
cases  in  a  fiscal  year,  divided  into  appropriations,  also  would  not 
be  meaningful  since  mediatory  services  are  part  of  the  agency's 
"Activity  1"  appropriations,  which  include  funds  not  only  for 
mediation  but  also  for  employee  representation  services,  plus 
administration  costs. 

CLASS  I  RAILROADS 

Mr.  Stokes:  What  is  complicating  the  Class  I  negotiations? 
What  are  the  unique  challenges  that  the  Board  faces? 

Mr.  DuBester:  Approximately  every  four  years  the  Class  I 
railroads  enter  into  a  major  bargaining  cycle.  The  last  round  of 
negotiations  ended  in  Presidential  emergency  boards  which  also 
required  intervention  by  the  Congress.  There  was  a  nationwide 
strike/lockout  which  was  short-lived  due  to  Congressional  action. 

The  new  round  of  negotiations  commenced  on  November  1,  1994. 
Several  of  the  international  unions  have  taken  the  position  that 
they  would  not  engage  in  "national  handling" .  The  National 
Carriers'  Conference  Committee,  an  organization  with  the  power  of 
attorney  from  most  Class  I  railroads,  has  taken  the  position  that 
national  handling  is  legally  correct  and  necessary.  The  issue  is 
pending  before  the  courts. 

In  some  cases,  either  the  NCCC  or  a  union  has  applied  for 
mediation.  We  have  been  assigning  mediators  to  these  cases  as 
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appropriate.  In  a  recent  case  involving  Gonrail  and  the  Brotherhood 
of  Maintenance  of  Way  Employes  (BMWE) ,  the  Board  exercised  its 
emergency  authority  under  the  RLA  to  initiate  mediation,  thereby, 
preventing  a  rail  strike  on  Gonrail.  We  did  so  while,  at  the  same 
time,  remaining  neutral  as  to  their  respective  legal  positions  vis- 
a-vis national  vs.  local  bargaining.  Some  of  the  unions  believe 
that  local  bargaining  would  afford  them  the  opportunity  to  maximize 
their  leverage  for  reaching  an  acceptable  contract.  The  agency  is 
the  "gatekeeper"  for  all  of  these  cases.  Obviously,  multiple  cases 
will  require  additional  resources.  It  is  this  "gatekeeper"  function 
which  distinguishes  us  from  our  sister  agency,  the  FMCS. 

At  this  time  in  Government,  we  are  all  being  challenged  to 
produce  more  with  less.  For  our  agency  we  have  acted  in  a  prudent 
fashion  by  temporarily  not  staffing  to  our  full  authorized  level. 
Our  caseload  is  cyclical  in  nature  and  we  try  to  staff  based  on  our 
best  projections.  If  we  have  local  bargaining  on  each  rail  property 
for  each  union  which  all  go  to  mediation,  we  will  be  hard  pressed 
even  with  full  staffing.  I  would  be  glad  to  discuss  these  issues 
with  you  and  the  other  members  on  the  Subcommittee  in  person  since 
some  of  these  issues  are  sensitive  in  nature  and  may  affect  the 
collective  bargaining  of  the  parties. 

Mr.  Stokes:  What  portion  of  the  agency's  resources  are 
projected  to  be  devoted  to  these  negotiations,  and  how  does  this 
compare  with  the  costs  associated  with  previous  Class  I  negotia- 
tions? 

Mr.  DuBester:  Please  see  the  answer  for  the  preceeding 
question  regarding  the  projected  estimated  cost  of  resources  for 
mediation  of  collective  bargaining  cases  at  American,  Federal 
Express,  Northwest  and  others. 

NATIONAL  VS.  LOCAL 

Mr.  Stokes:  When  is  the  court  expected  to  give  its  ruling 
as  to  whether  the  bargaining  should  be  on  a  national  or  local  basis 
for  the  two  major  labor  organizations  and  rail  carriers  that  are  in 
dispute? 

Mr.  DuBester:  The  litigants  in  that  matter  are  uncertain 
when  the  courts  will  determine  whether  the  contested  railroad 
bargaining  should  proceed  on  a  local  or  national  basis.  Although 
there  is  another  hearing  set  for  April  26,  1995,  before  the  U.S. 
District  Court  for  the  District  of  Columbia,  that  same  court  previ- 
ously denied  both  parties'  motions  on  this  issue.  In  addition,  the 
local/national  bargaining  issue  also  is  pending  before  the  U.S. 
Court  of  Appeals  for  the  District  of  Columbia  Circuit. 

STREAMLINING  AND  DOWNSIZING 

Mr.  Stokes:   In  conjunction  with  the  administration's  rein- 
venting government  initiative,  what  major  steps  have  the  Board  taken 
to  streamline  and  to  downsize? 
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Mr.  DuBester:   Improvements  and  changes  under  reinvention 
approaches  have  been  progressing  on  several  fronts  at  the  NMB  for 
over  a  decade,  and  we  are  supportive  of  the  thrust  of  the  initia- 
tive. For  example,  we  recently  reduced  space  and  number  of  employ- 
ees for  support  of  arbitration  services  in  Chicago  from  5,000  square 
feet  to  1,652  square  feet,  and  from  nine  employees  to  two  employees. 

Recent  automation  of  the  NMB's  administrative  procedures  has 
empowered  employees  to  accomplish  more  with  less.  The  Board  is 
working  with  the  parties  to  utilize  other  alternative  dispute 
resolution  methods,  such  as  precedent-setting  boards,  expedited 
arbitration,  grievance  mediation  and  prioritizing  cases  by  issue.  A 
time  limit  has  been  imposed  on  arbitrators  which  requires  that  all 
proposed  decisions  be  issued  within  six  months  from  the  hearing. 
This  approach  will  result  in  an  increase  in  the  timeliness  and 
quantity  of  arbitration  decisions  and  a  reduction  in  the  volume  of 
pending  cases. 

The  NMB  is  actively  applying  reinvention  principles  to  the 
representation  process  by  delegating  certain  certifications  and 
dismissals  to  the  staff  level;  implementing  time  deadlines  detailed 
in  the  Board's  Customer  Service  Plan;  automating  its  balloting 
system;  automating  case  tracking;  and  reevaluating  the  entire 
representation  process  based  upon  the  recommendations  of  the  Board's 
customers.  In  addition,  the  NMB  has  assisted  other  agencies  at  the 
state  and  Federal  level  regarding  advances  in  automated  mail  ballot- 
ing procedures. 

Communications  support  for  the  NMB's  geographically  dis- 
persed staff  of  mediators  has  been  upgraded  by  efficient  technology. 
Board  mediators  have  been  professionally  empowered  and  have  substan- 
tial discretion  in  applying  varying  mediation  approaches  they  deter- 
mine the  particular  cases  require.  The  Board  implemented  a  number 
of  effective  customer  proposals  in  the  NMB's  September  1994  Customer 
Service  Plan.  The  agency  also  mounted  a  series  of  intensive  inter- 
nal reviews  with  its  employees,  as  well  as  seeking  broad-based 
recommendations  for  improvement  from  labor,  management  and  neutrals. 

Mr.  Stokes:  What  are  the  future  goals  and  timetable  for 
achieving  those  goals  with  respect  to  streamlining  and  downsizing? 

Mr.  DuBester:  The  NMB  anticipates  a  continuation  of  its 
reinvention  process  as  attuned  to  the  requests  of  the  agency's 
customers.  Further  streamlining  of  the  case  handling  process  will 
be  accomplished  this  year  or  early  FY  1996 .  In  view  of  the  increase 
in  cases  filed  with  the  NMB,  a  reduction  of  FTE's  is  not  targeted 
until  FY  1998. 

BACKLOG 

Mr.  Stokes:  What  major  and  measurable  impact  has  the 
Board's  expedited  grievance  process  had  on  workload  and  case  back- 
log? 
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Mr.  DuBester:  As  indicated  in  our  budget  request  for  FY 
1996,  we  were  able  to  resolve  712  more  cases  in  FY  1994  than  in  FY 
1993. 

The  NMB  considers  the  true  backlog  to  be  cases  heard  and  not 
decided  rather  than  the  total  number  of  cases  pending.  Before  a 
case  is  heard,  it  can  be  withdrawn  or  settled  by  the  parties, 
without  the  aid  of  an  arbitrator.  As  recently  as  April  1,  1995,  the 
NMB  imposed  a  time  limit  on  arbitrators,  which  requires  that  all 
cases  heard  must  be  decided  within  six  months  from  the  date  of  the 
hearing.  This  approach,  which  was  concurred  with  by  the  Labor- 
Management  Section  3  Committee,  will  result  in  an  increase  in  the 
timeliness  and  quantity  of  arbitration  decisions  and  a  reduction  in 
the  number  of  cases  pending. 

In  addition,  the  NMB  is  encouraging  the  parties  to  establish 
precedent  setting  boards  which  are  not  only  cost-effective,  but  are 
extremely  successful  in  reducing  pending  grievances.  For  example,  a 
three-neutral  board  involving  the  Long  Island  Rail  Road  and  the 
United  Transportation  Union  decided  five  issues  which  disposed  of 
406,000  claims  at  a  cost  to  the  government  of  three  cents  per  claim. 
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NATIONAL  MEDIATION  BOARD 
SALARIES  AND  EXPENSES 


For  expenses  necessary  to  carry  out  the  provisions  of  the 
Railway  Labor  Act,  as  amended  (45  U.S.C.  151-188),  including 
emergency  boards  appointed  by  the  President,  [$8,519,0001 
$8.933.000.  J 
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SALARIES  AND  EXPENSES 
Authorizing  Legislation 


1996 


Appro- 
Authorized   priation  Authorized   Request 

The  Railway  Labor  . 

Act,  as  amended.    Indefinite  $8,519,000  Indefinite  $8,933,000 


778 

SALARIES  AND  EXPENSES 

Appropriation  History 


Year 

Budget 
Estimate 
Congress 
S 

to 

House 
Allowance 

s 

Senate 
Allowance 

s 

Appro- 
priation 
s 

1980 

4,444,000 

4,444,000 

4,444,000 

4,444,000 

1981 

4,780,000 

4,780,000 

4,780,000 

4,780,000 

1982 

4,956,000 

4,956,000 

4,956,000 

4,757,760 

1983 

4,274,000 

5,468,000 

5,468,000 

5,468,000 

1984 

5,758,000 

6,238,000 

6,458,000 

6,238,000 

1985 

6,358,000 

6,358,000 

6,358,000 

6,358,000 

1986 

6,347,000 

6,358,000 

6,432,000 

6,358,000  1/ 

1987 

6,540,000 

6,401,000 

6,540,000 

6,401,000 

1988 

4,873,000 

7,316,000 

7,316,000 

7,004,000  2/ 

1989 

6,551,000 

6,551,000 

6,551,000 

6,551,000  2/ 

1990 

6,384,000 

6,384,000 

6,384,000 

6,384,000 

1991 

6,675,000 

6,675,000 

6,675,000 

6,675,000  4/ 

1992 

7,008,000 

6,775,000 

6,775,000 

6,775,000 

1993 

7,950,000 

7,870,000 

7,870,000 

7,807,000  5y 

1994 

8,006,000 

8,506,000 

8,807,000 

8,657,000 

1995 

8,155,000 

8,119,000 

8,519,000 

8,519,000 

1996 

8,933,000 

1/ 

a/ 

3/ 
4/ 

5/ 

Reduced  by  $273,000  pursuant  to  PL  99-177. 
Includes  $100,000  unavailable  for  obligation  pursuant  to 
section  512  of  Labor,  Health  and  Human  Services,  and 
Education,  and  Related  Agencies  Appropriations  Act,  1988. 
Includes  reduction  pursuant  to  PL  100-436,  $79,000. 
Includes  reduction  pursuant  to  PL  101-517,  $161,000. 
Reduced  by  $63,000  pursuant  to  PL  102-394. 
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NATIONAL  MEDIATION  BOARD 
SALARIES  AND  EXPENSES 

Budget  Authority  bv  Object  Classification 
(in  thousands  of  dollars) 

Increase 
or 
1994     1995     1996   Decrease 

Total  number  of  permanent  FTE   59       58       58       ~ 

Personnel  compensation 

11.1   Full-time  permanent 3,442     3,500    3,704     204 

11.5   Other  personnel 

compensation 31        41       37     -4 

11.8  Special  personal 

services  payments  1/ .. .  2,505     2,206    2,292      86 

11.9  Total  personnel 

compensation 5,978     5,747    6,033     286 

Personnel  benefits 

12.1   Civilian  personnel 

benefits 630       696      728      32 

13.0   Benefits  for  former 

personnel 5         5       5 

21.0  Travel  and  transporta- 
tion of  persons 692       572      592      20 

22.0  Transportation  of  things     8       14      10     -4 

Rent,  Communications  &  Utilities 

23.1  Rental  payments  to  GSA. .    687       708      726     18 
23.3   Communications , 

utilities  and 

miscellaneous 172       164      177      13 

24.0  Printing  and  repro- 

duction      65        56       56 

Other  services 

25.1  Consulting  services 38        95      120     25 

25.2  Other  services 197       258      268      10 

25.3  Purchases  of  goods  and 

services  from  Govt. 

accounts 56  76  63  -13 

26.0   Supplies  and  materials..  51  74  84  10 

31.0   Equipment 78  54  71  17 

99.0   Total  obligations 8,657     8,519    8,933     414 

1/    Includes  arbitrator  compensation  for  the  adjustment  of  railroad 
grievances. 
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NATIONAL  MEDIATION  BOARD 
SALARIES  AND  EXPENSES 


Amounts  Available  for  Obligations 
(in  thousands  of  dollars) 


Appropriation 

Program  level  funding 

Obligated  balance,  start  of 
year 

Obligated  balance,  end  of  year. 

Unobligated  balance  lapsing 

Total  outlays 


1994         1995 
Appro-     Appro-      1996 

priation   priation   Estimate 


8,519 


8,519 


8,933 


857 

1,094 

1,555 

-1,094 

-1,555 

-2,035 

-698 

7,722 
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GENERAL  STATEMENT 

The  National  Mediation  Board  (NMB)  is  an  independent  Federal 
Agency.   It  was  established  in  1934  by  amendment  to  the  Railway 
Labor  Act  (RLA)  of  1926,  the  Act  that  governs  labor  relations  in 
the  railroad  industry.   An  initial  and  major  expansion  of  the 
Board's  responsibilities  occurred  in  1936,  when  Congress  placed 
the  airline  industry  under  the  Act. 

The  Board  does  not  promulgate  any  regulations.   Nor  does  it 
have  any  adjudicatory  powers  to  punish  anyone.   We  are 
facilitators  who  assist  the  railroad  and  airline  industries  in 
resolving  their  labor -management  disputes  to  help  them  be  more 
productive. 

Under  the  law,  a  key  benefit  of  the  NMB  is,  and  has  been, 
mandatory  mediation  of  contractual  disputes. 

The  value  of  the  RLA  and  the  Board's  services  is  reflected 
by  Congress'  measured  addition  of  responsibilities  over  the  years. 
In  each  instance,  Congress  had  the  opportunity  to  reassess  the 
viability  of  both  the  Act  and  the  Board's  operations.   Key  among 
these  are:   Passage  of  the  Regional  Rail  Reorganization  of  1973, 
which  established  the  Consolidated  Rail  Corporation,  or  Conrail; 
the  Railroad  Revitalization  and  Regulatory  Reform  Act  of  1976;  and 
the  Northeast  Rail  Service  Act  (NERSA)  of  1981. 

The  railroads  and  airlines  are  two  of  the  nation's  major 
transportation  modes.   Recognizing  their  importance  to  the  public 
and  shippers,  as  well  as  to  the  overall  economy  and  security  of 
the  nation,  the  RLA  established  the  Board  to  promote  four  key 
statutory  goals: 

*  The  prompt  and  orderly  resolution  of  disputes  arising 
out  of  the  negotiation  of  new  or  revised  collective 
bargaining  agreements; 

*  The  avoidance  of  interruptions  to  interstate  commerce; 

*  The  protection  of  employee  rights  to  self- 
organization;  and 

*  The  prompt  and  orderly  resolution  of  disputes  over  the 
interpretation  or  application  of  existing  agreements. 

Although  the  NMB  is  assigned  numerous  responsibilities  under 
the  various  statutes,  principal  functions  involve  the  mediation  of 
collective  bargaining  disputes  in  the  rail  and  air  transport 
industries,  the  determination  of  the  choice  of  employee  collective 
bargaining  representatives  and  the  arbitration  of  employee 
grievances.   The  NMB  is  unique  in  that  it  is  the  only  Federal 
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agency  or  department  with  labor-management  relation 
responsibilities  in  all  of  these  areas. 

The  Board  also  provides  funds  and  administrative  assistance 
for  matters  related  to  voluntary  arbitration  of  collective 
bargaining  disputes  in  the  railroad  industry,  and  the 
investigation  of  issues  involved  in  disputes  that  are  assigned  to 
Presidential-appointed  emergency  boards. 

Not  well  known  by  the  general  public,  but  very  important 
from  a  statutory,  and  especially  from  a  budgetary  standpoint,  is 
the  Board's  administrative  responsibility  for  certain  aspects  of 
the  creation  and  fiscal  management  of  arbitration  tribunals  to 
hear  and  decide  "minor"  disputes  in  the  railroad  industry.   These 
disputes  involve  railroad  employee  grievances  and  questions 
concerning  the  application  and  interpretation  of  work  rules  in 
existing  agreements. 

To  increase  the  agency's  effectiveness  and  efficiency,  the 
Board  launched  a  multi-faceted  program  in  the  early  months  of 
Fiscal  1994  to  evaluate  the  agency's  mission  and  to  consider  what 
changes,  if  any,  can  further  improve  its  performance.   In 
accordance  with  the  Administration's  National  Performance  Review 
(NPR)  mandate,  the  underlying  purpose  of  this  program  is  to  strive 
for  a  government  that  works  better.   To  improve  the  kind  and 
quality  of  services  provided  to  customers,  the  program  included  a 
thorough  review  of  the  National  Mediation  Board's  mission, 
organizational  structure,  and  policies.   The  Board  obtained 
important  input,  both  formal  and  informal,  from  a  variety  of 
sources  and  programs. 

To  obtain  candid  comments  and  suggestions  from  the  parties 
on  their  assessments  of  the  Board's  services,  plus  their 
preferences  for  the  agency's  priorities  and  the  most  desirable 
means  for  achieving  these  priorities,  the  review  included  the  use 
of  focus  groups.   Each  was  directed  by  a  non-NMB  neutral 
facilitator  and  participants  included  a  broad  spectrum  of  the 
agency's  customers  and  labor  experts  from  the  academic  community. 

Because  of  the  public  interest  in  minimizing  disruptions  in 
air  and  rail  transportation  through  effective  dispute  resolution 
efforts,  the  Board's  ultimate  customers  are  all  of  the  nation's 
citizens.   The  Board's  more  immediate  customers  are  the  labor  and 
management  parties  involved  in  the  mediation  of  collective 
bargaining  disputes  before  the  NMB,  as  well  as  the  employees  and 
organizations  involved  in  representation  matters.   Through  the 
NMB's  assistance  to  the  arbitration  of  employee  grievances,  direct 
customers  further  include  labor-management  parties  and  the 
involved  employees  in  these  cases.   In  addition,  the  private 
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arbitrators  participating  in  the  employee  grievance  process  are 
agency  customers  as  a  result  of  the  NMB's  administrative  support 
services  for  these  cases.   Following  is  a  brief  description  of 
principal  NMB  services. 

Mediation:   The  Board's  best-known  function  is  the  mediation 
of  "major"  disputes  —  those  matters  involving  the  establishment 
or  revision  of  rates  of  pay,  rules  or  working  conditions  through 
collective  bargaining.   Under  the  procedures  of  the  Act,  both 
parties  —  labor  and  management  —  are  required  to  keep  working 
toward  an  agreement  through  the  mediation  process. 

The  Act  restrains  the  parties,  while  under  the  Board's 
jurisdiction,  from  taking  independent  action  that  might  be 
detrimental  to  the  nation.   The  parties  are  obligated  to  make 
every  reasonable  effort  to  settle  their  disputes  through  a  process 
of  direct  negotiations,  mediation  and  possible  arbitration.   If  an 
agreement  is  not  achieved  in  direct  negotiations,  either  side  to 
the  dispute  may  request  the  Board's  mediation  assistance  or,  if 
circumstances  warrant,  the  Board  can  intercede  on  its  own 
volition. 

If,  in  the  judgement  of  the  Board,  mediation  is 
unsuccessful,  the  Board  will  request  the  parties  to  voluntarily 
present  their  unresolved  issues  to  an  independent  arbitrator  for 
resolution.   Work  stoppages  are  still  possible  under  the  Act,  but 
only  after  all  the  statutory  dispute  resolution  processes  have 
been  exhausted. 

Representation :   When  a  question  arises  among  the  employees 
of  a  railroad  or  airline  regarding  representation  for  collective 
bargaining  purposes,  the  Board  investigates  that  matter.   If  it  is 
determined  by  the  NMB  that  an  election  should  be  held  as  part  of 
its  investigation,  the  Board  designates  the  eligible  voters, 
establishes  the  rules  that  govern  the  balloting,  conducts  the 
election  and  certifies  the  results. 

Typical  elections  are  conducted  by  mail,  in  which  each 
eligible  employee  is  sent  a  ballot  along  with  instructions  on  how 
to  exercise  his  or  her  choice.   The  Board  makes  every  effort  to 
ensure  that  elections  are  held  under  fair  conditions  in  which 
every  eligible  employee  has  an  opportunity  to  vote  in  privacy  and 
without  interference,  influence,  or  coercion. 

Grievance  Arbitration;   Employee  grievances  arising  under 
the  terms  of  collective  bargaining  agreements  are  subject  to 
arbitration,  but  there  are  different  procedures  for  the  railroad 
and  airline  industries.   In  the  railroad  industry,  th«  Board 
certifies  the  appointments  of,  and  pays,  arbitrators  to  resolve 
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cases  before  the  numerous  Public  Law  Boards  and  Special  Boards  of 
Adjustment  that  have  been  established  by  the  labor-management 
parties.   The  NMB  also  certifies  the  appointments  of  neutral 
referees  to  sit  on  the  four  divisions  of  the  National  Railroad 
Adjustment  Board  established  under  the  RLA. 

In  the  airline  industry,  the  Board  frequently  provides 
panels  of  arbitrators  from  which  the  parties  may  select  a  neutral 
for  their  particular  case.   In  more  limited  instances,  the  NMB  may 
directly  designate  the  neutral  pursuant  to  the  terms  of  the 
parties'  collective  bargaining  agreement. 
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NATIONAL  MEDIATION  BOARD 
SALARIES  AND  EXPENSES 

Activity  1.   Mediatory/Representation  Services/Administration 

(1994,  $5,261,000,  FTE  51) 
(1995,  $5,381,000,  FTE  54) 
(1996,  $5,700,000,  FTE  54) 

Narrative  Description  of  Program 

The  National  Mediation  Board  is  under  the  direction  of  three 
Members  appointed  by  the  President  and  confirmed  by  the  Senate. 
Each  is  appointed  and  confirmed  for  a  three-year  period.   Under 
the  Railway  Labor  Act  (RLA) ,  no  more  than  two  of  the  three  Board 
Members  can  be  of  the  same  political  party,  and  their  terms  of 
office  are  staggered,  so  that  the  term  of  one  Member  expires  each 
year. 

The  NMB,  with  its  Board  Members  and  a  current  staff  of  51 
Civil  Service  employees,  performs  two  distinct  functions  under  the 
RLA,  as  amended,  45  U.S.C.  151  et  seq.   First,  it  mediates 
disputes  over  changes  to  wages,  hours  and  working  conditions 
between  the  employees  and  those  railroads  and  airline  carriers 
subject  to  RLA  jurisdiction.   Second,  the  Board  administers  the 
procedures  to  resolve  representation  disputes  involving  labor 
organizations  which  seek  to  represent  railroad  or  airline 
employees.   This  function  includes  investigating  the 
representation  dispute,  including,  when  appropriate,  conducting  a 
hearing,  conducting  an  election  and  certifying  the  results  of  the 
employees'  choice  if  a  representative  is  elected. 

In  connection  with  the  mediation  function,  a  party  may 
either  request  the  services  of  the  Mediation  Board,  or  the  Board 
of  its  own  volition  may  assert  jurisdiction  over  the  dispute.   In 
either  case,  once  the  Board's  services  have  been  invoked,  the 
status  quo  must  be  maintained.   Resort  to  self-help  by  the  parties 
to  the  dispute  is  barred  until  the  procedures  mandated  by  the  Act 
have  been  exhausted. 

Administrative  support  is  provided  for  all  functions  under 
the  RLA,  which  includes  various  responsibilities  imposed  by 
statutes  such  as  the  Rail  Passenger  Service  Act  of  1970  (Public 
Law  91-518)  establishing  the  National  Railroad  Passenger 
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Corporation  (Amtrak) ;  the  Regional  Rail  Reorganization  Act  of  197  3 
(Public  Law  93-236)  establishing  the  Consolidated  Rail  Corporation 
(Conrail) ;  the  Railroad  Revitalization  and  Regulatory  Reform  Act 
of  1976  (Public  Law  94-210) ;  the  Freedom  of  Information  Act 
(Public  Law  93-502)  ;  the  Government  in  Sunshine  Act  (Public  Law 
94-409) ;  and  the  Northeast  Rail  Service  Act  of  1981  (NERSA) 
(Public  Law  97-35) ,  as  amended. 

Under  the  RLA  and  the  Acts  establishing  Amtrak  and  Conrail, 
the  Board  provides  mediatory  and  arbitration  services  to  those 
rail  carriers  and  all  of  their  unions.   Under  the  Railroad 
Revitalization  and  Regulatory  Reform  Act,  the  Board  provides 
operations  review  panels.   NERSA  amended  the  RLA  by  establishing 
special  procedures  for  handling  publicly- funded  and  -operated 
commuter  railroads. 

As  an  aid  to  the  Board's  program  description,  four 
schematics  follow  outlining  the  representation  procedure,  the 
collective  bargaining  process,  the  grievance  machinery  for 
railroad  employees  under  the  RLA,  and  the  process  under  Section 
159A  for  publicly- funded  and  -operated  commuter  railroads. 
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REPRESENTATION  PROCEDURE  UNDER  THE  RAILWAY  LABOR  ACT 


APPLICATION  FILED 
WITH  THE  NMB 

APPLICATION  DOCKETED 

AND  ASSIGNED  "R" 

DOCKET  NUMBER 

FIELD  INVESTIGATION 

INSUFFICIENT  SHOWING 

OF  INTEREST: 
APPLICATION  DISMISSED 

ELECTION  AUTHORIZED 
BY  NMB 


BALLOTS  COUNTED 

AND  CERTIFICATION/ 

DISMISSAL  ISSUED 


*  Conducted  only  when  determined  by  the  Board  to  be  necessary. 
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COLLECTIVE  BARGAINING  PROCESS  UNDER  THE  RAILWAY  LABOR  ACT 


FILING  OF  SECTION 
156  NOTICE 


DIRECT  NEGOTIATIONS 
BETWEEN  PARTIES 


REQUEST  BY  EITHER  PARTY 
(OR  BOTH)  FOR  MEDIATION 
OR  INVOCATION  BY  NMB 
FOR  MEDIATION 


MEDIATION  BY  NMB 


PROFFER  OF  ARBITRATION 


PARTIES  AGREE 
TO  ARBITRATE 


BOARD  OF  ARBITRATION 
CONVENES,  MAY  HOLD 
HEARING,  ISSUES 
BINDING  AWARD 


EITHER  PARTY  RE- 
FUSES TO  ARBITRATE 


30-DAY  "STATUS 
QUO"  PERIOD 


hC 


AGREEMENT 


SELF-HELP 


IF  DISPUTE  THREATENS 

INTERSTATE  COMMERCE, 

NMB  NOTIFIES  THE 

PRESIDENT 


PRESIDENT  MAY  ESTAB- 
LISH EMERGENCY  BOARD 
TO  INVESTIGATE  DISPUTE 
AND  MAKE  RECOMMENDA- 
TIONS IN  30  DAYS 


PARTIES  FREE  TO  RESORT 
TO  SELF-HELP  30  DAYS 
FOLLOWING  BOARD'S  REPORT 
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GRIEVANCE  MACHINERY  FOR  RAILROADS  UNDER 
THE  RAILWAY  LABOR  ACT 


RAILROAD  EMPLOYEE  FILES 
A  GRIEVANCE 


GRIEVANCE  SETTLED 
ON  THE  PROPERTY 


UNRESOLVED  GRIEVANCES 
REFERRED  TO  ARBITRATION 


NATIONAL  RAILROAD 
ADJUSTMENT  BOARD 


SPECIAL  BOARD 
OF  ADJUSTMENT 


PUBLIC  LAW  BOARD  (ON 
PROPERTY  OF  CARRIER) 
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PROCESS    UNDER   SECTION    159A   OP   THE    RAILWAY   LABOR   ACT 

(FOR    PUBLICLY   OWNED   AND   OPERATED   COMMUTER   RAILROADS) 


DISPUTE  NOT  ADJUSTED  UNDER  "FOREGOING 
PROVISIONS"  OF  RLA.      PRESIDENT  DOES  NOT 
CREATE  AN  EMERGENCY  BOARD  UNDER  SECTION 
159A  OF  RLA. 


EITHER  PARTY  OR  THE  GOVERNOR  REQUESTS 
PRESIDENT  TO  ESTABLISH  EMERGENCY  BOARD. 
EXCLUSIVE  OF  SUCH  REQUEST,    PRESIDENT  HAS 
DISCRETION  TO  ESTABLISH  EMERGENCY  BOARD 
UNDER  SECTION  159A. 


PRESIDENT  ESTABLISHES  EMERGENCY  BOARD 
WHICH  INVESTIGATES  DISPUTE  AND  MAKES 
RECOMMENDATIONS  IN  30  DAYS. 


NO  AGREEMENT  WITHIN  60  DAYS  OF 
BOARD'S  CREATION.     N 
PUBLIC  HEARINGS. 


NO  AGREEMENT  WITHIN  120  DAYS  OF 
BOARD'S  CREATION.      PARTIES  FREE  TO 
RESORT  TO  SELF-HELP. 


EITHER  PARTY  OR  THE  GOVERNOR 
REQUESTS  PRESIDENT  TO  ESTABLISH 
ANOTHER  EMERGENCY  BOARD. 


PRESIDENT  ESTABLISHES  EMERGENCY  BOARD. 


FINAL  OFFERS  OF  PARTIES 
MTTTED  WITHIN  30  DAYS. 


EMERGENCY  BOARD  SELECTS  MOST 
REASONABLE  OFFER  AND  REPORTS 
TO  PRESIDENT  WITHIN  30  DAYS. 


PARTIES  FREE  TO  RESORT 
TO  SELF-HELP  60  DAYS 
FOLLOWING  BOARD'S  REPORT 
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OVERVIEW 

Fiscal  1996  will  be  marked  by  heavy  demand  for  the  Board's 
mediatory  services  by  the  nation's  railroads  and  rail  unions  to 
replace  contracts  from  the  last  round  of  bargaining.   These 
contracts  were  amendable  January  1,  1995.   Under  provisions  of  the 
Railway  Labor  Act  (RLA) ,  the  parties  served  their  respective 
Section  6  notices  on  each  other  on  or  about  November  1,  1994. 
This  set  the  stage  for  them  to  commence  direct  negotiations. 

There  are  a  large  number  of  unions  and  railroads  with 
amendable  contracts.   Employees  at  most  individual  railroads  are 
represented  by  10  to  14  primary  unions,  each  with  a  separate 
contract. 

There  are  pending  lawsuits  to  resolve  disputes  over  whether 
many  of  the  nation's  biggest  railroads  and  their  subsidiaries  will 
be  allowed  to  bargain  on  a  multi-employer  basis  (national 
handling)  or  will  be  required  to  engage  in  carrier-by-carrier 
bargaining  (local  handling)  with  their  respective  unions.   While 
the  outcome  of  the  lawsuits  is  uncertain,  it  is  possible  that 
carrier-by-carrier  bargaining,  as  is  the  case  in  the  airline 
industry,  could  entail  more  than  1,000  individual  railroad 
mediation  cases. 

There  also  are  numerous  contracts  in  the  airline  industry 
that  are  amendable  during  the  remainder  of  FY  1995  and  in  FY  1996. 
Airline  managements  as  a  group  have  been  and  are  continuing  to 
pursue  restructuring  of  their  operations  and  finances.   A  common 
thread  throughout  most  of  these  efforts  is  employee  wage 
concessions,  as  well  as  increased  management  flexibility  in 
applying  work  rules. 

FY  1994  -  Accomplishments.   In  addition  to  the  initiatives 
associated  with  the  National  Performance  Review  mandate,  the  Board 
had  many  significant  accomplishments  in  FY  1994  and  the  opening 
months  of  FY  1995  in  carrying  out  its  on-going  responsibilities. 
It  was,  in  fact,  a  relatively  successful  and  busy  period  for 
regular  activities.   There  were  peaceful  resolutions  of  a  number 
of  labor  disputes  through  mediation  of  new  labor-management 
contracts  at  numerous  airlines  and  railroads. 

The  number  of  requests  for  mediation  assistance  in  FY  1994 
and  through  the  first  three  months  of  FY  1995  was  about  the  same 
as  during  the  comparable  15-month  period  a  year  earlier  (79  vs. 
77) .  However,  the  number  of  cases  closed  was  lower  (94  vs.  126) . 
This  is  because  a  significant  number  of  railroad  cases  were  closed 
in  FY  1993  which  were  not  directly  involved  in  the  last  round  of 
bargaining.   Most  of  the  parties  in  these  cases  had  awaited  the 
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finalization  of  the  multi-employer  bargaining  process,  in  order  t 
assess  those  results,  before  finalizing  their  agreements.   The 
number  of  airline  and  railroad  employee  representation  cases 
received  in  FY  1994  was  about  one-third  greater  than  in  FY  1993. 
The  number  of  cases  resolved  also  increased  about  one-third. 

The  following  table  provides  the  actual  mediation  and 
representation  caseloads  for  FY  1994  and  estimated  caseloads  for 
FY  1995  and  FY  1996. 


1994 


1995 

Estimate 

1996 

Estimate 

112 

100 

80 

132 

132 

100 

80 

152 

22 
70 
70 
22 

22 
70 
70 
22 

60 
40 

60 
40 

Mediation  cases; 

Pending,  start  of  year 122 

Received  during  year 59 

Closed  during  year 69 

Pending,  end  of  year 112 

Representation  cases; 

Pending,  start  of  year 21 

Received  during  year 103 

Closed  during  year 102 

Pending,  end  of  year 22 

FOIA  requests  received 49 

Investigation  cases  closed..  63 


FISCAL  YEAR  1994 

A.    MEDIATION 

The  Board's  pending  mediation  caseload  at  the  end  of  FY  1994 
was  112.   At  the  end  of  the  first  three  months  of  FY  1995,  on 
December  31,  1994,  the  Board  had  28  pending  airline  and  79 
railroad  mediation  cases. 

Railroads.   Successfully  mediated  railroad  cases  in  FY  1994 
included  disputes  between  the  Grand  Trunk  Western  Railway  Company, 
and  the  Brotherhood  of  Maintenance  of  Way  Employees  (BMWE) ;  the 
Elgin,  Joliet  &  Eastern  Railway  Company,  and  the  BMWE;  and  the 
Tacoma  Belt  line  and  the  International  Brotherhood  of  Electrical 
Workers  (IBEW) . 
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Still  others  resolved  during  this  period  included  disputes 
between  the  Union  Pacific  Railroad  and  the  Brotherhood  of 
Locomotive  Engineers  (BLE) ;  the  Toledo,  Peoria  &  Western  Railway 
Company  and  the  United  Transportation  Union  (UTU) ;  the  Chestnut 
Ridge  Railway  Company  and  the  UTU;  the  East  Erie  Commercial 
Railroad  and  the  UTU;  the  CSX  Transportation,  and  the 
Transportation  Communications  Union  (TCU) ;  and  the  Iowa  Interstate 
Railroad  and  the  UTU. 

One  of  the  most  difficult  cases  facing  the  NMB  last  fiscal 
year  was  a  long-standing  dispute  between  the  UTU  and  the  Soo  Line 
Railroad.   A  closer  look  at  this  case  provides  an  overview  of  many 
of  the  challenges  faced  in  successfully  resolving  many  railroad 
labor-management  disputes. 

Soo  Line  Railroad,  headquartered  in  Minneapolis,  Minn.,  has 
approximately  4,500  employees,  4,000  of  whom  operate  under  various 
union  contracts.   The  carrier  is  a  U.S. -based  unit  of  CP  Rail 
System,  whose  parent  company  is  Canadian  Pacific  LTD.   The  UTU  is 
the  collective  bargaining  representative  for  Soo  Line's 
approximately  1,100  conductors  and  trainmen.   The  UTU  was  the  last 
of  17  unions  representing  various  crafts  or  classes  of  workers  on 
the  Soo  Line  to  reach  a  contract  settlement  in  negotiations  dating 
back  to  1988.   Many  of  the  contracts  between  the  Soo  Line  and  the 
16  other  unions  were  successfully  mediated  by  the  Board. 

Last  year,  efforts  to  resolve  this  dispute  included  many 
public  interest  meetings  involving  a  Board  Member,  a  47-day  work 
stoppage,  and  the  establishment  of  a  Presidential  Emergency  Board 
(PEB  225).   The  PEB's  recommendations  ultimately  provided  the 
basis  for  the  parties'  settlement. 

Commuter/Regional  Railroads.   In  addition  to  the  nation's 
passenger-carrying  commuter  railroads,  more  than  260  regional 
freight  railroads  have  been  formed  since  passage  of  the  Staggers 
Rail  Act  of  1980,  which  mostly  deregulated  the  railroad  industry. 
The  vast  majority  of  these  carriers,  also  called  "short  lines," 
are  relatively  small  in  terms  of  both  trackage  and  number  of 
employees.   Most  were  created  by  the  sale  or  abandonment  by  Class 
I  freight  railroads  of  trackage  that  the  larger  railroads  decided 
either  were  unprofitable,  or  only  marginally  so.   Regional  or 
short  line  freight  railroads  operate  43,000  route  miles,  about  2  5 
percent  of  the  industry  total,  and  employ  more  than  26,000 
workers,  approximately  11  percent  of  the  industry  total. 

Commuter  passenger  railroad  cases  successfully  resolved  in  FY 
1994  included  new  contracts  between  the  Port  Authority  Trans- 
Hudson  (PATH)  and  its  Transportation  Communications  Union  (TCU) 
and  Brotherhood  of  Railroad  Signalmen  (BRS)  units,  plus  an 
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agreement  between  the  New  Jersey  Transit  Rail  Operations  (NJTRO) 
and  its  International  Brotherhood  of  Electrical  Workers  (IBEW) 
unit.   Both  carriers  provide  passenger  service  in  New  Jersey  and 
New  York.   Settlement  of  these  disputes  followed  the  resolution  in 
FY  1993  of  four  other  contracts  at  PATH  and  one  at  NJTRO. 

One  of  the  most  difficult  commuter  railroad  cases  in  recent 
years  involved  a  dispute  between  the  UTU  and  the  Long  Island  Rail 
Road  Company  (LIRR) .   The  LIRR  is  funded  and  operated  by  the  State 
of  New  York's  Metropolitan  Transportation  Authority  (MTA) .   It 
carries  about  250,000  passengers  each  weekday  in  the  New  York  City 
metropolitan  area.   The  LIRR  employs  more  than  5,700  workers  and 
the  UTU  represents  approximately  2,400  of  these  workers  in  four 
crafts  or  classes:   Trainmen,  Carmen,  Maintenance  of  Way 
Employees,  and  Maintenance  of  Way  Supervisors.   Many  commuter 
railroads  interact  with  Class  I  freight  railroads,  such  as 
Conrail,  and  also  with  passenger-carrying  Amtrak.   A  strike  on  a 
commuter  railroad,  therefore,  also  can  disrupt  substantial  freight 
and  passenger  service  beyond  the  commuter  railroad  directly 
involved. 

Prior  to  settlement  of  the  LIRR/UTU  case,  the  parties  engaged 
in  nearly  1  1/2  years  of  direct  negotiations,  which  was  followed 
by  seven  additional  months  of  mediation  by  the  Board  and 
establishment  by  the  President  of  two  Emergency  Boards  under 
section  159A  of  the  RLA.   The  UTU  struck  the  carrier  at  12:01  a.m. 
June  17,  1994.   The  strike  ended  late  on  the  evening  of  June  18, 
1994,  when  the  parties  reached  a  tentative  agreement  after  Board- 
conducted  public  interest  meetings.   The  agreement  subsequently 
was  ratified  by  UTU's  rank-and-file  membership. 

There  also  are  a  number  of  disputes  involving  Metro-North 
Railroad  and  most  of  its  unions  that  as  of  January  1995  had  evaded 
settlements.   Metro-North,  like  the  Long  Island  Railroad,  is 
funded  and  operated  by  New  York's  Metropolitan  Transportation 
Authority. 

Part  of  the  problems  in  commuter  passenger-carrying  railroad 
cases  is  that  fare  revenues  typically  cover  only  a  portion  of  the 
costs  needed  to  operate  such  carriers  and  the  deficit  normally  is 
offset  by  subsidies  from  state  and  local  authorities,  as  well  as 
from  the  Federal  government.   Numerous  factors  have  caused 
budgetary  problems  for  many  states  and  local  authorities,  which 
have  forced  these  entities  to  be  more  restrictive  in  approving 
subsidies  for  most  types  of  services.   The  limitations  on  state 
and  local  funds,  combined  with  multi-layered  authority  and  control 
over  the  operations  of  most  commuter  lines,  cause  most 
negotiations  involving  these  carriers  to  be  difficult  and  often 
protracted. 

26. 
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Airlines.   After  registering  losses  totaling  nearly  $12.8 
billion  in  the  previous  four  years,  the  airlines  were  expected  to 
close  out  calendar  1994  with  a  relatively  modest  net  profit  of 
$200-$500  million.   Among  those  reporting  full-year  results  so 
far,  major  carriers  returning  to  profitability  included  America 
West,  American,  Northwest  and  United.   They  joined  Southwest, 
which  has  been  consistently  profitable,  even  during  the  four-year 
downturn.   Major  carriers  posting  net  losses  in  calendar  1994  were 
Continental,  Delta,  TWA  and  USAir. 

The  return  to  profitability  by  some  major  carriers,  however, 
was  preceded  by  downsizing  of  operations.   Most  majors  also  either 
delayed  or  canceled  previously  ordered  new  aircraft,  and  many 
reduced  their  workforces.   Workforce  reductions  are  continuing. 

Changing  labor-management  relations  at  regional  carriers, 
caused  by  the  major  airlines'  contraction  of  their  operations  and 
workforce  cutbacks,  have  had  differing  effects  on  regional 
airlines.   Many  regional  carriers  are  either  wholly  or  partly 
owned  by  the  major  carriers,  or  they  are  independently  owned  and 
have  code-sharing  marketing  agreements  with  them.   Employees  at 
regional  airlines  no  longer  view  their  jobs  as  being 
"transitional"  stepping  stones  to  positions  at  the  bigger 
carriers.   Because  of  an  apparent  realization  that  they  may  make  a 
career  of  working  for  the  smaller  carriers,  employees  at  the 
regionals,  especially  pilots,  now  seek  substantial  improvements  in 
their  rates  of  pay  and  work  rules,  as  well  as  health  and  welfare 
benefits  and  pensions. 

In  FY  1994,  the  Board  resolved  19  airline  mediation  cases, 
compared  to  13  the  previous  year.   During  FY  1994,  the  Board  also 
docketed  22  new  cases  versus  16  a  year  earlier.   Through  the  first 
three  months  of  FY  1995,  the  Board  resolved  10  cases  and  docketed 
five,  compared  to  three  resolved  and  also  three  new  cases  received 
in  the  same  period  a  year  ago. 

B.    REPRESENTATION 

Employee  representation  cases  traditionally  require  a 
significant  amount  of  the  Board's  resources.   Fiscal  1994  was  no 
exception.   The  Board's  representation  caseload  in  FY  1994, 
compared  to  the  previous  fiscal  year,  is  as  follows: 

FY  1994     FY  1993 


Airline  cases: 

Received 

47 

40 

Resolved 

42 

42 

Pending  end  of  year 

16 

11 

FY  1994  FY  1993 
Railroad  cases; 

Received  56         33 

Resolved  63  33 

Pending  end  of  year       7         10 

Two  of  the  largest  representation  cases  in  FY  1994,  based  on 
number  of  employees,  involved  the  same  airline,  USAir.   The  first 
of  the  two  was  initiated  in  January  1994,  when  three  unions  —  the 
International  Brotherhood  of  Teamsters  (IBT) ,  the  International 
Association  of  Machinists  and  Aerospace  Workers  (IAM) ,  and  the 
United  Steelworkers  (USHA)  —  all  filed  applications  on  the  same 
day  to  become  the  collective  bargaining  representative  for  USAir 's 
nearly  8,000  fleet  service  employees. 

Following  an  investigation,  a  three-way  election  was 
authorized.   Ballots  were  counted  on  May  17,  1994,  and  the  results 
set  the  stage  for  an  infrequent  run-off  election  between  the  two 
top  vote-getters,  the  IAM  and  the  USWA. 

Ballots  in  the  run-off  election  were  counted  on  July  20, 
1994,  at  the  Board's  headquarters.   The  IAM  received  3,353  votes 
and  the  USWA  1,976. 

In  the  second  USAir  representation  case,  the  USWA  sought  to 
represent  the  carrier's  approximately  10,000  passenger  service 
employees.   At  the  time,  this  group  also  was  unrepresented.   The 
USWA  name  was  the  only  union  printed  on  the  ballot.   However,  the 
IAM  conducted  a  write-in  campaign.   When  the  ballots  were  tallied 
on  August  18,  1994,  the  combined  results  of  both  unions'  efforts 
were  significantly  below  the  required  minimum  50-percent-plus-one 
votes  needed  to  ensure  unionization  of  the  passenger  service 
employees. 

C.    HEARING  ACTIVITIES 

During  FY  1994,  two  sets  of  oral  hearings  were  held.   A 
hearing  officer  conducted  several  days  of  oral  hearings  concerning 
whether  four  wholly-owned  subsidiaries  of  American  Eagle,  Inc. 
(Executive  Airlines,  Inc.,  Flagship  Airlines,  Inc.,  Wings  West 
Airlines,  Inc.,  and  Simmons  Airlines,  Inc.)  comprise  a  single 
transportation  system  for  representation  purposes  under  the 
Railway  Labor  Act.   In  June  1994,  a  hearing  officer  also  commenced 
oral  hearings  on  whether  Fox  Valley  &  Western  Railroad  and 
Wisconsin  Central  Railroad  operate  as  a  single  transportation 
system. 
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Due  to  the  expanding  complexity  of  NMB  matters,  the  Board 
anticipates  a  material  increase  in  the  number  of  public  hearings 
and  oral  argument  proceedings  in  fiscal  years  1995  and  1996. 

D.  LEGAL  ACTIVITIES 

The  General  Counsel's  office  closed  18  litigation  cases  in  FY 
1994  and  it  is  projected  that  approximately  20  cases  will  be 
closed  in  fiscal  years  1995  and  1996.   Recent  cases  predominantly 
have  involved  complex  pleadings,  including  some  issues  not 
previously  before  the  courts,  requiring  proportionately  greater 
staff  resources  per  case.   Other  than  suits  associated  with  the 
arbitration  process,  the  Board's  representation  responsibilities 
will  again  account  for  the  largest  category  of  litigation  in  FY 
1995.   Complex  issues  concerning  the  Board's  authority  to  resolve 
representation  issues  arising  out  of  mergers  and  acquisitions  have 
required  substantial  staff  legal  resources. 

The  General  Counsel  manages  the  Board's  Freedom  of 
Information  Act  (FOIA)  program,  including  the  preparation  of 
recommended  dispositions  for  the  Chairman  and  Executive  Director, 
as  well  as  the  handling  of  litigation  concerning  the  FOIA.   During 
FY  1994,  49  requests  for  access  to  NMB  records  were  filed,  and  it 
is  projected  that  approximately  60  requests  will  be  filed  each  in 
fiscal  years  1995  and  1996.   The  General  Counsel's  office  is 
responsible  for  a  variety  of  other  programs.   Such  activities 
include  legal  advice  to  the  Members  of  the  Board,  responsibilities 
as  the  NMB's  Ethics  Official  under  the  Ethics  in  Government  Act, 
plus  duties  under  the  Government  in  Sunshine  Act,  the  Occupational 
Safety  and  Health  Act  and  ad  hoc  assignments. 

E.  ANALYSIS  OF  TRAVEL 

Under  the  RLA,  the  National  Mediation  Board  maintains  its 
office  in  the  District  of  Columbia.   All  operations  are  directed 
from  Washington,  D.C.   No  mediatory  field  offices  are  maintained, 
resulting  in  a  considerable  savings  to  the  Government.   Field 
mediators  travel  throughout  the  country  to  meet  the  needs  of  the 
Board  in  providing  services  as  mandated  by  the  Railway  Labor  Act. 
The  ability  to  travel  is  crucial  to  the  mission  of  this  agency. 

For  FY  1996,  the  Board  is  requesting  $335,000  for  travel 
expenses.   The  following  table  reflects  actual  travel  days  for 
1993  and  1994,  and  estimates  for  1995  and  1996. 


Total 
Travel 
FY     Pays 

1993  812 

1994  1,059 

1995  1,200 

1996  1,250 
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Cost  per 

Travel 
Day. 


Total 


$293.10  $235,000 

$242.68  $257,000 

$267.00  $320,000 

$268.00  $335,000 


Travel 
Number  of    Days  per 
Travelers   Traveler 


Also  includes  administrative  travel  cost,  such  as  training, 
and  travel  incurred  in  assisting  emergency  board  members. 


F.       INFORMATION  TECHNOLOGY  SYSTEMS 

Consistent  with  the  objectives  of  the  National  Performance 
Review,  the  NMB  in  FY  1994  experienced  a  high-water  mark  in 
"reengineering"  its  operational  practices  and  automatic  data 
processing  (ADP)  systems.   Besides  several  major  initiatives 
effected  in  FY  1993,  such  as  new  case  tracking,  financial  system, 
election  balloting,  telephone  and  voice  mail  systems,  numerous 
other  applications  were  implemented  in  FY  1994  on  our  LAN-based 
computer  system.   These  applications  included  a  new  Arbitration 
Case  Tracking  System  integrated  with  the  new  financial  system,  as 
noted  above,  and  a  new  File  Tracking  and  Labelling  System.   Also, 
a  new  Electronic  Storage  and  Retrieval  System  (ESARS)  was 
installed  in  FY  1994,  well  ahead  of  schedule,  and  system  input  was 
commenced.   ESARS  will  enhance  internal  and  public  access  to  our 
information,  minimize  information  retrieval  time  and  reduce 
storage  costs. 

Pursuant  to  the  President's  and  0MB 's  initiative  to 
implement  Electronic  Commerce  for  the  electronic  transmittal  of 
purchase  orders  and  invoices,  the  NMB  has  procured  the  necessary 
hardware,  software  and  services  to  accomplish  the  first  phase  of 
implementation.   Contracts  for  enhancing  the  Arbitration  Tracking 
System,  as  well  as  the  Mediation  Tracking  System,  were  awarded  in 
FY  1994. 

During  FY  1995.  the  installation  of  the  arbitration  case 
tracking  system  enhancements,  and  implementation  of  the  mediation 
tracking  system  enhancements  are  expected  to  be  completed. 
Additionally,  the  agency  will  upgrade  its  mediatory  support  to 
include  direct  access  to  multiple  system  applications,  such  as  E- 
mail,  Travel  Manager,  Mediation  Tracking,  and  the  Electronic 
Storage  and  Application  System.   The  first  phase  consisting  of 
direct  E-mail  access  by  the  agency's  field  mediators  was 
successfully  implemented  prior  to  the  end  of  FY  1994. 
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Projects  to  be  initiated  in  FY  1996  include  installing  a 
CD-ROM  capability  for  the  purpose  of  providing  public  access  to 
agency  information;  upgrading  the  Legend  telephone  system; 
expanding  the  ESARS  system  to  other  applications,  such  as 
Arbitration  Awards  and  Labor/management  Agreements;  wrapping  ud 
the  conversion  of  HP-3000  applications  to  LAN-based  systems;  and 
otherwise,  upgrading  agency  PC  and  LAN  operating  systems. 
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NATIONAL  MEDIATION  BOARD 
SALARIES  AND  EXPENSES 

Activity  2.   Emergency  Disputes.         (1994,  $400,000) 

(1995,  $400,000) 
(1996,  $400,000) 

Narrative  Description  of  Program 

Under  section  160  of  the  Railway  Labor  Act,  if  a  dispute 
between  a  carrier  and  a  labor  organization  threatens  to  interrupt 
interstate  commerce,  the  President  may  create  an  emergency  board 
to  investigate  and  report  to  him  on  the  dispute  within  30  days. 
These  boards  serve  a  major  purpose  in  focusing  attention  on  issues 
involved  in  contract  disputes  which  could  seriously  disrupt  the 
economy  of  the  nation.   The  parties  are  allowed  adequate  time  to 
consider  the  emergency  board's  report  and  resolve  their 
differences  based  upon  the  objective  recommendations  of  the 
impartial  board. 

In  several  instances  in  the  past  when  the  parties  failed  to 
resolve  their  differences  after  an  emergency  board  completed  its 
report,  the  President  introduced  or  Congress  initiated  legislation 
that  led  to  Congressionally-imposed  settlements.   Final  resolution 
of  these  disputes  normally  were  patterned  on  the  findings  of  the 
emergency  board  involved. 

The  compensation  of  emergency  board  members  is  fixed  by  the 
President  with  a  maximum  rate  specified  by  law.  An  emergency 
board  may  be  composed  of  such  number  of  persons  as  the  President 
designates. 

The  Northeast  Rail  Service  Act  of  1981  amended  the  Railway 
Labor  Act  by  adding  section  159A  which  provides  a  different 
emergency  dispute  procedure  for  publicly- funded  and  publicly- 
operated  commuter  railroads  and  their  employees.   If  a  dispute  is 
not  resolved  under  the  mediation  and  arbitration  sections  of  the 
RLA,  any  party  to  the  dispute,  or  the  Governor  of  the  state  where 
the  dispute  exists,  may  request  the  President  to  establish  an 
emergency  board.   The  President  is  required  to  establish  an 
emergency  board  upon  such  request.   If  no  settlement  is  reached 
within  60  days  following  the  creation  of  this  board,  the  National 
Mediation  Board  is  required  to  conduct  a  public  hearing  on  the 
dispute.   Should  there  still  be  no  settlement  120  days  after  the 

32. 


creation  of  the  emergency  board,  any  party  may  request  the 
establishment  of  a  second  emergency  board.   Under  this  section,  a 
status  quo  period  could  be  in  effect  for  more  than  240  days  from 
the  time  when  the  first  emergency  board  was  created.   See  page  22 
for  a  schematic  describing  the  section  159A  procedure. 

In  FY  1994.  three  emergency  boards  were  created  under  the 
Act.   The  parties  involved  in  two  boards  under  section  159A  were 
the  Long  Island  Rail  Road  and  the  United  Transportation  Union 
(UTU) .   The  other  board  involved  the  Soo  Line  Railroad  and  the 
UTU.   See  page  25  for  more  details.   The  National  Mediation  Board 
cannot  precisely  predict  the  number  of  emergency  boards  that  may 
be  created  during  any  given  year.   A  number  of  factors  are 
involved  in  making  estimates,  particularly  economic  conditions  on 
both  the  national  and  local  levels.   Estimates  are  based  on  past 
experience. 

The  amount  of  $400,000  is  available  during  FY  1995  for 
emergency  boards.   Unused  funds  will  lapse. 

In  FY  1996.  the  estimate  is  for  four  emergency  boards.   The 
Board  is  requesting  a  contingency  amount  of  $400,000  to  cover 
expenses  of  these  boards.   Unused  funds  will  be  returned  to  the 
Treasury. 

Number  of  Boards  Created 

1994        1995        1996 
Actual    Estimate   Estimate 

Emergency  (sec.  160) 13  2 

Emergency  (sec.  159a) 2  4  2 


NATIONAL  MEDIATION  BOARD 
SALARIES  AND  EXPENSES 
Activity  3.  Arbitration  Services  (Sec.  3  and  7). 


(1994,  $2,996,000,  FTE  7) 
(1995,  $2,738,000,  FTE  7) 
(1996,  $2,833,000,  FTE  7) 


Narrative  Description  of  Program 

Under  the  Railway  Labor  Act  (RLA) ,  a  number  of  arbitration 
services  are  made  available  to  management  and  to  the  labor 
organizations.   These  services  include  the  adjustment  of  railroad 
grievances  under  section  153  of  the  RLA,  the  enforcement  of 
certain  provisions  of  the  Northeast  Rail  Service  Act  of  1981 
(NERSA) ,  the  establishment  of  arbitration  boards  under  section 
155,  Third  (a)  and  section  157  of  the  RLA,  and  the  provision  of 
panels  of  arbitrators  for  airline  system  boards  of  adjustment 
under  section  184  of  the  RLA.   A  total  of  $2,833,000  is  requested 
for  all  arbitration  services.   A  detailed  description  and  amount 
requested  for  each  follows. 

Arbitration  Boards  Under  Section  ;57 

The  Board  is  requesting  $175,000  for  these  boards  and 
factfinding  panels  in  FY  1996.   The  amount  requested  is  the  same 
as  available  during  FY  1995  for  arbitrators1  salaries  and  travel. 

Carriers  and  labor  organizations  occasionally  have  signed 
agreements  providing  for  binding  arbitration  of  unresolved  issues 
in  major  disputes  even  in  advance  of  contract  negotiations.   In 
other  cases,  the  parties  agree  to  submit  their  collective 
bargaining  disputes  to  interest  arbitration  during  negotiations, 
or  after  a  proffer  of  arbitration  by  the  Board.   Generally, 
arbitration  boards  consist  of  three  members,  a  representative  of 
the  carrier,  one  of  the  labor  organization  and  a  third  neutral 
member.   The  compensation  of  the  neutral  member  is  fixed  and  paid 
by  the  National  Mediation  Board.   The  duration  of  an  arbitration 
board  may  overlap  more  than  one  fiscal  year. 

In  FY  1994,  five  arbitration  boards  were  created  under 
sections  155.3(a)  and  157  of  the  Act.   Twenty-five  thousand 
dollars  was  obligated  to  fund  arbitration  boards  that  convened  in 
FY  1994  exclusive  of  administrative  costs.   We  anticipate  that 
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there  will  be  15  arbitration  boards  established  in  FY  1995  and  15 
in  FY  1996. 

Provisions  of  NERSA  require  the  establishment  of  factfinding 
panels  on  Conrail  although  no  specific  time  frame  is  provided  by 
the  statute.   In  FY  1994,  no  factfinding  panels  were  established. 

Arbitration  Panels 

Emergency  Board  No.  219,  established  during  FY  1990, 
submitted  its  report  during  FY  1991.   Terms  of  the  recommendations 
set  the  stage  for  the  use  of  arbitrators  to  resolve  disputes  in  11 
main  areas.   In  FY  1994,  one  panel  of  three  arbitrators  involving 
Regional  System  Grievances  was  established.   The  cost  of  these 
arbitrators  and  their  expenses  was  paid  by  the  parties.   In  FY 
1995,  we  anticipate  providing  one  panel  under  PEB  219. 

Interstate  Commerce  Commission/Labor  Protective  Provisions 

During  FY  1994,  the  Board  received  seven  requests  from  the 
railroad  industry  involving  the  Interstate  Commerce  Act  labor 
protective-type  disputes.   In  some  instances  the  Board  appointed 
the  arbitrator,  and  in  others  the  Board  provided  panels  of 
potential  arbitrators,  depending  upon  the  parties'  request.   We 
anticipate  that  16  requests  will  be  received  in  FY  1995  and  16  in 
FY  1996.   The  costs  of  the  arbitrators  and  their  related  expenses 
will  be  paid  by  the  parties. 

Airline  System  Boards  of  Adjustment 

There  is  no  national  adjustment  board  for  the  arbitration  of 
airline  contract  grievances.   The  Railway  Labor  Act,  as  amended, 
provides  for  the  establishment  of  such  a  board,  if  judged 
necessary  by  the  National  Mediation  Board.   To  date,  this  has  not 
been  considered  necessary.   The  airlines  and  their  employees, 
instead,  have  negotiated  collective  bargaining  agreements  that 
include  individual  procedures  for  handling  contract  grievances  at 
each  airline.   Final  jurisdiction  for  resolving  these  disputes 
rests  with  an  Airline  System  Board  of  Adjustment. 

Agreements  between  airlines  and  employee  groups  usually 
provide  for  designation  of  neutral  referees  to  break  deadlocks. 
Where  the  parties  cannot  agree  on  a  neutral  to  serve  as  referee, 
the  National  Mediation  Board  is  asked  to  provide  a  panel  of 
arbitrators  from  its  Roster  of  Arbitrators.   The  neutral  selected 
is  compensated  by  the  parties  and  serves  without  cost  to  the 
Federal  government.   In  FY  1994,  the  Board  provided  127  panels  to 
the  parties.   The  Board  estimates  that  127  panels  of  arbitrators 
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1995 

1996 

Actual 

Estimate 

Estimate 

5 

15 

15 

0 

1 

1 

1 

1 

0 

127 

127 

127 

7 

16 

16 
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also  will  be  requested  by  the  parties  in  FY  1995  and  the  same 
number  in  FY  1996. 

The  estimates  that  follow  for  arbitration  boards  and  panel: 
created  are  based  on  past  experience. 

Number  of  Boards  Created 


Arbitration  Boards 

(§155. 3(a)  and  §157) 

Factfinding  Panels 

Arbitration  Panels 

(PL  102-29) 

Airline  SBA  Panels 

ICC  and  other  LPP  Panels. 


Adjustment  of  Railroad  Grievances  (PLB/SBA/NRAB) 

There  are  three  types  of  tribunals  used  by  the  railroads  and 
unions  to  resolve  employee  grievances  which,  under  the  Railway 
Labor  Act,  are  "minor"  disputes.   These  are  the  National  Railroad 
Adjustment  Board,  special  boards  of  adjustment,  and  public  law 
boards. 

National  Railroad  Adjustment  Board  -  Under  the  1934 
amendment  to  the  Railway  Labor  Act,  the  National  Railroad 
Adjustment  Board  (NRAB)  was  created  to  hear  and  decide  disputes 
involving  railroad  employee  grievances  and  questions  concerning 
the  application  and  interpretation  of  rules.   The  NRAB  is  composed 
of  four  divisions  in  which  the  carriers  and  organizations 
representing  the  employees  are  equally  represented.   The 
jurisdiction  of  each  division  is  described  in  section  153,  First 
(h)  of  the  Act. 

The  First  Division  has  jurisdiction  over  disputes  involving 
train  and  yard  service  employees;  the  Second  Division,  shop 
crafts;  the  Third  Division,  clerical,  maintenance-of-way,  signal 
and  dispatcher  forces;  and  the  Fourth  Division,  water 
transportation  and  miscellaneous  classifications.   The  members  of 
the  Board,  who  sit  in  Chicago,  are  selected  and  assigned  by  the 
carriers  and  by  the  labor  organizations  whom  they  represent.   The 
NRAB  members  consider  disputes  referred  to  them  and  endeavor  to 
reach  agreements  adjusting  them.   In  the  event  of  a  deadlock,  a 
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neutral  person  is  selected  to  sit  with  the  members  to  dispose  of 
the  dispute.   The  referees  decide  approximately  99  percent  of  the 
cases  closed  by  the  NRAB. 

The  NRAB  adjusts  approximately  15  percent  of  all  disputes 
arising  between  an  employee  or  group  of  employees  and  a  carrier  or 
carriers.   These  grievances  involve  the  interpretation  or 
application  of  agreements  concerning  rates  of  pay,  rules,  or 
working  conditions.   The  NRAB  has  resolved  some  90,000  cases  since 
its  inception.  Currently  averaging  approximately  1,000  awards  per 
year,  the  NRAB  resolved  983  cases  in  FY  1994  and  will  resolve 
approximately  900  cases  in  FY  1995  and  approximately  850  in  FY 
1996.   The  remainder  of  the  railroad  grievances  are  handled  by 
special  boards  of  adjustment  and  public  law  boards. 

special  Boards  of  Adjustment  -  A  special  board  of  adjustment 
(SBA)  is  a  tribunal  set  up  by  agreement,  usually  on  an  individual 
railroad,  with  a  single  labor  organization,  to  consider  and  decide 
specifically  agreed-to  dockets  of  disputes  arising  out  of  the 
interpretation  or  application  of  provisions  of  a  collective 
bargaining  agreement.   Such  disputes  ordinarily  would  be  sent  to 
the  NRAB  for  adjudication  as  provided  by  section  153  of  the 
Railway  Labor  Act;  however,  the  parties,  by  agreement,  adopt  the 
special  board  procedure  in  order  to  secure  prompt  and  local 
disposition  of  these  disputes.   The  SBA  process  had  its  inception 
in  the  late  1940' s. 

Public  Law  Boards  -  In  an  effort  to  reduce  the  caseload  of 
various  divisions  of  the  NRAB,  a  1966  amendment  to  the  RLA  allowed 
the  creation  of  public  law  boards  (PLBs) .  In  general,  the 
amendment  authorized  the  establishment  of  these  boards  locally  on 
individual  railroads  upon  written  request  of  either  a 
representative  of  the  employees  or  the  railroad  to  resolve 
disputes  otherwise  referable  to  the  NRAB,  or  disputes  pending 
before  the  NRAB  for  12  months. 

The  1966  amendment  also  provided  that  all  awards  of  the  NRAB 
and  other  boards  of  adjustment  established  pursuant  to  the 
amendment  are  final,  including  money  awards.  Judicial  review  is 
extremely  narrow  under  the  RLA.   Neutral  members  of  PLBs  may  be 
selected  by  the  parties  but  are  appointed  and  compensated  by  the 
National  Mediation  Board. 

In  addition  to  neutrals  appointed  to  PLBs  to  dispose  of 
disputes  involving  grievances,  neutrals  may  be  appointed  to 
dispose  of  procedural  issues  which  arise  as  to  the  establishment 
of  a  PLB. 
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It  should  be  understood  that  the  NMB  does  not  have  direct 
control  over  the  number  of  cases  submitted  for  grievance 
arbitration.   Rather,  the  NMB  has  administrative  responsibility 
for  certain  aspects  of  the  creation  and  fiscal  management  of  the 
various  arbitration  tribunals  that  hear  and  decide  grievances  in 
the  railroad  industry.   Nonetheless,  the  approaches  taken  by  rail 
labor  and  management,  in  conjunction  with  the  NMB,  can  have  a 
bearing  on  the  efficiency,  and  thereby  cost  effectiveness,  of  the 
railroad  industry's  grievance  handling. 

With  this  in  mind,  the  NMB  began  regular  discussions  with 
rail  labor  and  management  throughout  the  last  year  to  develop  a 
plan  that  would  include  a  review  of  current  policies  and  practices 
regarding  dispute  resolution  of  all  tribunals  under  Section  3  of 
the  Railway  Labor  Act.   Consequently,  much  has  been  done  in  the 
past  year  to  address  the  critical  need  to  expedite  the  handling  of 
grievances  in  the  rail  industry  in  a  prudent  and  cost  effective 
way. 

First,  with  the  NMB's  encouragement,  rail  labor  and 
management  agreed  to  resurrect  the  "Section  3"  Committee, 
consisting  of  five  presidents  of  rail  unions  and  five  presidents 
from  rail  management.   Originally  formed  in  1986  to  find  ways  to 
make  the  arbitration  system  more  efficient,  the  old  Section  3 
Committee  reached  agreement  on  many  recommendations  that  were 
contained  in  a  report  dated  February  18,  1988.   Unfortunately,  for 
a  variety  of  reasons,  the  Section  3  Committee  stopped  meeting 
shortly  after  that  report  was  issued  and  many  of  the  Committee's 
constructive  recommendations  were  never  implemented  and  have 
remained  dormant  for  several  years. 

One  of  the  first  constructive  developments  that  occurred  with 
revival  of  the  Section  3  Committee  concerns  the  National  Railroad 
Adjustment  Board.   Among  the  three  tribunals  that  handle  railroad 
grievances,  the  NRAB  is  unique.   This  is  especially  pertinent  in 
that  grievances  that  are  submitted  to  the  NRAB  are  handled  under 
elaborate  procedures  created  by  the  parties  -  rail  labor  and 
management  -  termed  the  "Uniform  Rules  of  Procedures."   Last  year, 
working  through  the  Section  3  Committee  and,  with  the  NMB's 
encouragement,  the  parties  agreed  to  dramatic  changes  in  the 
NRAB's  rules  that  will  improve  the  efficiency  and  cost- 
effectiveness  of  grievances  submitted  to  the  NRAB. 

The  Section  3  Committee  has  also  reaffirmed  the  importance  of 
involving  the  railroad  arbitrators  in  the  effort  to  reduce  the 
number  of  pending  railroad  grievances  and  to  improve  the 
efficiency  of  grievance  handling.   Toward  this  end,  a  series  of 
focus  groups  were  held  with  the  arbitrators  during  FY  1994  that 
provided  information  that  has  already  helped  to  favorably  improve 
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the  number  of  awards  rendered  on  all  Section  3  tribunals.   In 
light  of  this  fact  and,  recognizing  that  the  arbitrators  have  not 
received  an  increase  in  their  daily  rate  in  over  13  years,  OMB  has 
agreed  that  their  daily  rate  could  be  increased  from  $220  to  $250 
during  FY  1995. 

Also  significant  in  the  Section  3  area,  two  developments  were 
spawned  within  the  agency  itself  last  fiscal  year.   First, 
consistent  with  the  National  Performance  Review  mandate,  the  NMB 
formed  a  task  force  to  investigate  the  nature  of  grievances 
pending  and  the  source  of  grievances  relative  to  carrier,  union 
and  issue.   Since  April  1994,  the  task  force  has  met  with  10  of 
the  largest  Class  I  railroads  and  various  labor  representatives  on 
those  properties  to  determine  their  willingness  to  participate  in 
pilot  projects  to  see  if  alternative  dispute  resolution  (ADR) 
approaches  to  grievance  handling  can  work.   This  task  force  looked 
at  the  options  for  expedited  handling,  such  as  grievance  mediation 
at  early  stages  of  the  grievance  process,  precedent-setting 
arbitration  boards,  reducing  the  claims  to  issues,  requiring 
arbitrators  to  issue  bench  decisions,  agreeing  to  waive  oral 
hearings,  reducing  the  size  of  submissions  and  using  NMB's  roster 
for  selection  of  additional  arbitrators  to  resolve  grievances. 

As  a  result  of  the  task  force's  efforts,  two  precedent- 
setting  boards  are  in  the  process  of  being  established  by  the 
parties.   In  this  regard,  OMB  has  approved  an  increase  in  the 
daily  rate  for  arbitrators  serving  on  precedent-setting  boards  to 
the  same  rate  paid  to  neutrals  serving  on  Presidential  Emergency 
Boards. 

Furthermore,  NMB  staff  mediators  underwent  specialized 
training  on  grievance  mediation.   To  ensure  success  in  this  area, 
the  cooperation  and  participation  by  the  parties  is  imperative. 
Therefore,  the  NMB  conducted  a  joint  grievance  mediation  training 
conference  on  August  30,  1994,  which  was  presided  over  by  an 
expert  in  the  field  of  grievance  mediation. 

Second,  in  an  effort  to  improve  the  record-keeping,  the  NMB 
has  integrated  a  new  case  tracking  and  core  financial  system.  The 
new  system  provides  data  that  enables  the  parties  to  consolidate 
similar  issues  and  to  re-examine  their  pending  caseload.   As  a 
result  of  the  parties  cooperation,  there  are  indications  that  this 
system  has  reduced  the  number  of  cases  filed.   In  addition,  the 
new  case  tracking  system  enables  the  NMB  to  identify  neutrals  who 
have  cases  heard  and  not  decided,  as  well  as  neutrals  who  have 
cases  outstanding  for  an  excessive  period  of  time.   On  December 
15,  1994,  the  NMB,  on  behalf  of  the  Section  3  Committee,  issued  a 
notice  to  all  railroad  neutrals  that  a  new  policy  regarding  lag 
time  between  hearing  date  and  rendering  of  proposed  award,  would 
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become  effective  on  April  1,  1995.   The  policy  provides  a  maximum 
of  six  months  between  the  date  of  a  hearing  of  a  grievance  and  the 
proposed  award  being  rendered.   Those  arbitrators  who  are  unable 
to  satisfy  the  six-month  requirement  after  April  1,  1995,  will  not 
be  authorized  to  hear  any  new  cases  until  all  proposed  awards  on 
cases  older  than  six  months  are  released  to  the  parties. 

It  should  be  noted  that  although  the  number  of  cases  pending 
at  the  end  of  FY  1994  totaled  10,262  for  Public  Law  Boards, 
Special  Boards  of  Adjustment  and  the  National  Railroad  Adjustment 
Board,  the  actual  number  of  cases  heard  and  not  decided,  which  the 
NMB  considers  to  be  the  true  pending  caseload,  totaled  only  1,703 
cases.   Until  a  case  is  actually  heard  by  the  arbitrator,  it  may 
be  withdrawn  or  settled  by  the  parties.   To  assist  the  NMB  in 
continuing  its  efforts  to  facilitate  the  prompt  resolution  of 
railroad  grievances,  Congress  provided  an  additional  $400,000  in 
FY  1995  for  all  section  153  tribunals. 

A  schematic  outline  of  the  grievance  process  follows. 
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GRIEVANCE  MACHINERY  FOR  RAILROADS  UNDER  THE  RAILWAY  LABOR  ACT 


RAILROAD  EMPLOYEE  FILES 
A  GRIEVANCE 


GRIEVANCE  SETTLED 
ON  PROPERTY 


UNRESOLVED  GRIEVANCES 
REFERRED  TO  SPECIFIC  TRIBUNAL 
DETERMINED  BY  PARTIES 


NATIONAL 
RAILROAD  ADJUSTMENT 
BOARD 

Established  in  1934. 
Four  Divisions  divided 
by  type  of  work  in- 
volved .   Headquarters 
in  Chicago,  IL.   34 
members  1/2  paid  by 
labor  -  1/2  paid  by 
carriers.   This  is  the 
only  tribunal  that 
will  handle  a  case  of 
an  employee  who  elects 
to  be  represented  by 
someone  other  than 
his/her  union.   The 
NRAB  handles  fifteen 
percent  (15)  of  the 
total  cases. 


SPECIAL 

BOARD 

OF  ADJUSTMENT 

First  Board 
established  in 
1949.   Usually 
one  organization 
and  one  carrier. 
Concurrence  of 
both  parties 
required  to  es- 
tablish. Must  be 
set  up  by  elected 
bargaining  rep- 
resentative and 
a  rail  carrier. 
Twenty- five  (25) 
percent  of  the 
cases  are  handled 
by  SBAs. 


PUBLIC  LAW  BOARD 

ON 

PROPERTY  OF  CARRIER 

First  Board  estab- 
lished in  1966.  One 
organization  and  one 
carrier.  Either  party 
may  establish  board 
without  concurrence 
of  the  other.  Must  be 
set  up  by  elected 
bargaining  represen- 
tative and  a  rail 
carrier.   Sixty  (60) 
percent  of  the  cases 
are  handled  by  PLBs. 


After  deadlock,  parties  may  request  NMB  to  appoint  a  Neutral 
jointly  agreed  to  by  the  parties.   If  unable  to  agree  on  a  par- 
ticular Neutral,  either  party  may  request  NMB  to  select  and 
appoint  a  Neutral. 
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Of  the  total,  $2,221,000,  the  Board  is  requesting  $2,046,000 
for  section  3  salaries  and  travel  expenses.   An  analysis  of 
resources  follows.   A  total  of  $612,000  is  requested  for 
administrative  costs  under  section  3  of  the  RLA. 


Analysis  of  Resources  for  Railroad  Grievances 


Fiscal 
Year 


Referee  Salaries  by  Tribunal 


Sec.  7  Arb.  +   PLB/SBA   +   NRAB 


Total 


Days 


1992.  . 

1993.  . 

1994.  . 
1995*. 
1996.  . 


61,252 
28,276 
15,000 
60,000 
60,000 


1 

169 

000 

206 

000 

1 

436 

252 

6 

528 

1 

242 

000 

219 

000 

1 

489 

276 

6 

769 

1 

516 

000 

268 

000 

1 

799 

000 

8 

177 

1 

585 

000 

270 

000 

1 

915 

000 

8 

140 

1 

650 

000 

291 

000 

2 

001 

000 

8 

004 

Daily  rate  increased  from  $220  to  $250  effective  4/1/95. 


Referee 

Travel 

bv  Tribunal 

Fiscal 

Sec. 

7  Arb. 
$ 

+ 

PLB/SBA 
$ 

+ 

NRAB    = 
$ 

Total 

Year 

$ 

Trips 

1992.. 

4 

010 

128 

000 

22 

000 

154 

010 

480 

1993.. 

1 

585 

146 

000 

21 

000 

168 

585 

526 

1994.  . 

10 

000 

179 

000 

25 

000 

214 

000 

535 

1995.  . 

25 

000 

220 

000 

25 

000 

270 

000 

688 

1996.  . 

25 

000 

170 

000 

25 

000 

220 

000 

550 

In  FY  1994, 

214  new 

public 

law 

boards 

were  established 

4  05  convened.   In  addition,  eight  special  boards  of  adjustment 
were  established  and  79  convened.   In  total,  these  boards  closed 
4,971  cases.   Also,  the  NRAB  closed  983  cases. 


In  FY  1995.  it  is  anticipated  that  the  number  of  cases  closed 
by  PLBs  and  SBAs  will  be  4,600.   The  NRAB  anticipates  that  it  will 
receive  800  new  cases  and  that  900  cases  will  be  closed.   Due  to 
the  additional  amount  of  $400,000  for  Section  3  activities,  it  is 
anticipated  there  will  be  an  increase  in  demand  for  referee  days. 
The  Mediation  Board  will  continue  to  monitor  the  number  of  days 
referees  may  work  each  month  to  ensure  maximum  utilization  of 
funds . 
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in  FY  1996.  the  number  of  cases  closed  by  PLBs  and  SBAs  is 
projected  to  be  4,400.   The  NRAB  anticipates  that  800  cases  will 
be  received  and  that  850  cases  will  be  closed. 

Statements  follow  as  to  the  three  tribunals'  workload  through 
FY  1996. 


Public  Law  Boards; 
Cases  pending  start  of  year. 
Cases  received  during  year. . 
Cases  closed  during  year. . . . 
Cases  pending  end  of  year. . . 

Special  Boards  of  Adjustment; 
Cases  pending  start  of  year. 
Cases  received  during  year. . 
Cases  closed  during  year. . . . 
Cases  pending  end  of  year. . . 


Cases  pending  start  of  year. 
Cases  received  during  year. . 
Cases  closed  during  year. . . . 
Cases  pending  end  of  year. . . 


CASELOAD 

1994 
Actual 

1995 
Estimate 

1996 
Estimate 

7,445 
3,092 
3,639 
6,898 

1/ 

6,898 
2,800 
3,500 
6,198 

6,198 
2,500 
3,400 
5,298 

1,602 
1,058 
1,332 
1,328 

V 

1,328 
1,000 
1,100 
1,228 

1,228 

900 

1,000 

1,128 

1,851 

1,168 

983 

2,036 

u 

2,036 
800 
900 

1,936 

1,936 
800 
850 

1,886 

1994        1995         1996 
Actual    Estimate    Estimate 


Number  of  boards  convened; 

Special  Boards  of  Adjustment      79 

Public  Law  Boards 405 


80 
410 


80 
410 


1/   Includes  773  cases  withdrawn  or  decided  by  the  parties. 
2J        Includes  70  cases  withdrawn  or  decided  by  the  parties. 
3/    Includes  849  awards  by  referees,  6  awards  by  NRAB  Members, 
and  128  cases  withdrawn. 
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Schedule  of  Advisory  and  Assistance  Services  ' 
(in  thousands  of  dollars) 

Account  Title  and  Symbol  1994      1995      1996 

A^t1^!   FgHmat*   Estimate 
Salaries  and  Expenses: 
Account  No.  95-2400-0-1-505 

I.  Contractual  Services 


Individual  Experts  & 
Consultants 

B.A. 

Oblig. 

Outlays 

16 
16 
16 

35 
25 
10 

35 
35 
25 

Studies,  Analyses  & 
Evaluations 

B.A. 

Oblig. 
Outlays 

51 
51 
51 

45 

50 

5 

70 
60 
40 

Management  &  Professional 
Support  Services 

B.A. 

Oblig. 

Outlays 

0 
0 
0 

0 
0 
0 

0 
0 
0 

Engineering  &  Technical 
Services 

B.A. 

Oblig. 

Outlays 

8 
8 
8 

15 

15 

5 

15 
15 
10 

Subtotal 

B.A. 

Oblig. 
Outlays 

75 
75 
75 

95 
90 
20 

120 
110 
75 

II.   Personnel  Appointments 

B.A. 

Oblig. 

Outlays 

0 
0 
0 

0 
0 
0 

0 
0 
0 

III.  Advisory  Committees 

B.A. 

Oblig. 

Outlays 

0 
0 
0 

0 
0 
0 

0 
0 
0 

Totals 

B.A. 

Oblig. 

Outlays 

75 
75 
75 

95 
90 
20 

120 
110 
75 

The  Cabinet  Council  on  Management  and  Administration  (COMA)  defines 
advisory  and  assistance  services  as  those  activities  funded  under  six 
categories  of  procurements  found  in  the  Federal  Procurement  Data 
System.  These  categories  include:  1)  Management  and  Professional 
Services,  2)  Special  Studies  and  Analyses,  3)  Management  and  Support 
Services  for  Research  and  Demonstration,  4)  Training,  5)  Management 
Review  of  Program  Funded  Organizations,  and  6)  Public  Relations. 
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rv^n    r>f  Pprn»»v>nt-.  Pnsitinnfl 


Account:  Program  Administration 


1994 

Actual 


Executive  level  I 

Executive  Level  II 

Executive  level  III 

Executive  level  IV 

Executive  level  V 

Subtotal 

ES-6 

ES-5 

ES-4 

ES-3 

ES-2 

ES-1 

Subtotal 

GS-15 

GS-14 

GS-13 

GS-12 

GS-11 

GS-10 

GS-9 

GS-8 

GS-7 

GS-6 

GS-5 

GS-4 

Subtotal 

Total  full-time  permanent 

enployment,  end  of  year. 

Stay-in-school  student.... 

Total  enployment 

Average  ES  level 

Average  ES  salary 

Average  GS  grade 

Average  GS  salary 


11 

11 

11 

13 

13 

13 

1 

2 

2 

6 

8 

8 

2 

4 

5 

1 

1 

2 

5 

4 

4 

2 

2 

3 

4 

4 

3 

2 

2 

1 

1 

1 

— 

1 

1 

1 

49 

53 

53 

53 

58 

58 

1 

— 

— 

54 

58 

58 

5 

5 

5 

$116,217 

$117, 

610 

$117,610 

11.71 

11.77 

11.98 

$55,366 

$56,500 

$56,900 
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1995 

Memfters  of  tfte  Board 

Name 

Term 
Expiration 
Date 

Annual 
Salary 

Ernest  W.  DuBester,  Chairman 

6/30/95 

$123,100 

Magdalena  G.  Jaooteen,  Member 

6/30/96 

$115,700 

Vacancy 

6/30/97 

$115,700 

Wednesday,  April  5,  1995. 
RAILROAD  RETIREMENT  BOARD 

witnesses 
glen  l.  bower,  chairman 
jerome  f.  kever,  management  member 
james  c.  boehner,  assistant  to  the  labor  member 
martin  j.  dickman,  inspector  general 

Introduction  of  Witnesses 

Mr.  Wicker  [presiding].  The  subcommittee  will  come  to  order. 

We  now  have  with  us  two  witnesses  from  the  Railroad  Retire- 
ment Board,  Mr.  Glen  Bower,  Chairman,  and  Mr.  Martin  Dickman, 
Inspector  General. 

Gentlemen,  we  are  delighted  to  have  you  with  us  today. 

Mr.  Bower,  we  will  begin  with  you. 

Mr.  Bower.  Thank  you,  Mr.  Chairman. 

My  name  is  Glen  Bower.  I  am  Chairman  of  the  Railroad  Retire- 
ment Board.  I  would  like  to  introduce  the  others  that  are  at  the 
table  with  me.  The  Management  Member  of  the  Board  who  is  to 
my  left  and  to  your  right  is  Jerome  Kever,  and  to  Mr.  Kever's  left 
is  our  new  IG,  making  his  maiden  appearance  at  a  congressional 
hearing,  Martin  J.  Dickman.  We  have  a  third  member  of  the  Board, 
V.M.  Speakman,  Jr.,  the  Labor  Member  who  could  not  be  present, 
but  his  chief  assistant,  Jim  Boehner,  is  present  and  I  believe  has 
some  remarks  he  wants  to  make. 

Remarks  of  Glen  L.  Bower 

I  have  provided  the  committee  with  a  lengthy  statement  which 
I  would  ask  to  be  made  part  of  the  record  and  have  some  abbre- 
viated remarks  I  would  like  to  make. 

Before  I  do  that,  let  me  say  what  a  great  personal  privilege  it  is 
to  appear  before  you  as  the  presiding  officer  of  this  committee. 

Mr.  Wicker.  Thank  you  very  much. 

FISCAL  YEAR  1994  BENEFIT  PAYMENTS 

Mr.  Bower.  In  fiscal  year  1994  the  Railroad  Retirement  Board 
paid  almost  $8  billion  in  railroad  retirement  and  survivor  benefits 
with  812,000  annuitants  on  the  rolls  at  year  end  as  compared  to 
834,000  the  previous  year.  We  have  a  series  of  charts  which  we  will 
refer  to  during  the  course  of  the  testimony. 

NUMBER  OF  BENEFICIARIES  AND  RAILROAD  EMPLOYMENT 

As  the  chart  indicates  and  the  testimony,  there  is  a  declining 
number  of  beneficiaries.  Approximately  39,000  annuitants  were 
added  to  the  rolls  during  the  year  and  approximately  61,000  left 
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the  rolls.  About  41,000  people  received  $101  million  in  unemploy- 
ment and  sickness  benefits  in  fiscal  year  1994  and  the  average  rail 
employment  for  1994  was  266,000,  again  a  declining  base  in  rail 
employment. 

FISCAL  YEAR  1996  BUDGET  REQUEST 

Our  appropriation  requests  for  1996  are  as  follows.  Our  adminis- 
trative request  provides  for  $93,359,000  and  1,393  full-time  equiva- 
lents. Our  staffing  also  includes  an  additional  44  FTEs  that  are  re- 
imbursed by  the  Health  Care  Financing  Administration,  or  a  total 
of  1,437  FTEs. 

The  President's  budget  proposes  a  single  administrative  account 
to  provide  funding  for  the  RRB's  benefit  programs,  and  the  RRB 
will  be  including  it  in  a  legislative  package  we  are  submitting  to 
the  Congress. 

The  requested  authority  breaks  down  as  follows:  $92,700,000  for 
administration  and  retirement-survivor  and  unemployment-sick- 
ness programs,  and  $659,000  to  complete  the  Special  Management 
Improvement  Plan. 

The  request  also  includes  $240  million  in  general  funds  for  vest- 
ed dual  benefits.  Since  we  can't  predict  the  precise  amount  we  need 
for  this  benefit  with  certainty,  we  monitor  these  payments  on  an 
ongoing  basis.  This  monitoring  enabled  us,  when  the  results  of  our 
actual  experience  were  determined,  to  volunteer  an  initial  $5  mil- 
lion rescission  for  fiscal  year  1995,  and  most  recently,  another  $2 
million,  for  a  total  of  $7  million  in  rescission. 

The  1,393  FTEs  represents  a  reduction  of  69  from  the  level  we 
expect  to  fund  in  fiscal  1995.  Buyouts  have  served  as  a  key  role  in 
reducing  employment  levels.  The  agency  had  a  total  of  116  buyouts 
authorized  for  fiscal  years  1994  and  1995  and  as  of  March  31,  114 
employees  had  signed  agreements  to  take  advantage  of  this  pro- 
gram. 

At  the  same  time,  we  recognize  that  deficit  reduction  initiatives 
will  continue  to  limit  budgets  in  future  years.  I  want  to  make  it 
clear  that  I  support  these  directives  because  I  believe  that  with 
greater  use  of  technology,  we  can  do  more  with  less,  given  the  con- 
tinuing decline  in  our  beneficiary  work  loads  and  the  continuing 
decline  in  the  number  of  railroad  employees. 

To  set  an  example  of  starting  at  the  top,  a  majority  of  the  Board 
Members  have  agreed  to  voluntarily  reduce  their  own  budgets  and 
have  adopted  a  truth-in-budgeting  resolution  to  insure  that  we 
properly  attribute  expenses  arising  from  our  own  individual  office 
activities  to  our  own  budgets,  rather  than  letting  agency  bureaus 
and  offices  absorb  such  costs  as  they  carry  out  our  directives. 

The  Office  of  Inspector  General  has  submitted  a  separate  jus- 
tification request  for  $6,700,000  and  85  FTEs  for  audit  and  inves- 
tigative activities,  and  Mr.  Dickman  will  be  making  his  statement 
separately. 

SPECIAL  MANAGEMENT  IMPROVEMENT  PLAN 

During  the  week  I  took  office  as  Chairman  in  April  of  1990,  the 
Railroad  Retirement  Board  had  an  intense  comprehensive  manage- 
ment review  by  a  team  of  government  management  experts  orga- 
nized by  the  Office  of  Management  and  Budget.  The  Board  entered 
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into  a  written  agreement  which  included  specific  performance  goals 
and  a  proposal  for  nearly  $14  million  in  supplemental  funding  over 
five  years.  The  fiscal  year  1996  request  will  bring  this  program  to 
a  successful  conclusion. 

In  the  first  four  years  of  the  plan,  we  met  or  exceeded  goals  in 
each  target  area,  which  were:  claims  processing,  tax  accounting, 
fraud  control,  debt  collection,  trust  fund  integrity,  and  information 
systems  automation. 

One  area  of  success  which  is  illustrated  on  the  chart  is  in  the 
area  of  debt  collection.  We  continue  to  increase  debt  collection  ca- 
pabilities through  the  use  of  the  Internal  Revenue  Service  tax  off- 
set program  as  a  prime  example,  referring  far  more  than  was  an- 
ticipated and  collecting  far  more  than  the  goal  that  was  set. 

AUDIT  OF  FINANCIAL  STATEMENTS 

Our  significant  activities  in  the  last  year  include  the  following. 
Although  the  Chief  Financial  Officers  Act  of  1990  does  not  apply 
to  the  Railroad  Retirement  Board,  we  have  set  a  goal  to  comply 
with  its  provisions,  especially  the  requirement  for  annual  audits  of 
our  financial  statements. 

In  1993,  the  Board's  Inspector  General  entered  into  a  contract 
with  Arthur  Andersen  and  Company  to  audit  the  agency's  financial 
statements  for  fiscal  years  1993  and  1994,  including  an  evaluation 
of  internal  controls  and  compliance  with  laws  and  regulations.  The 
IG  has  since  exercised  an  option  for  Arthur  Andersen  to  perform 
the  same  task  for  fiscal  1995. 

AGENCY  REORGANIZATION 

In  January  of  this  year,  we  began  effecting  a  reorganization  of 
our  management  structure  to  provide  increased  accountability  and 
cooperation  among  senior  management.  Our  reorganization  also 
calls  for  a  serious  reevaluation  of  our  field  service. 

The  chart  illustrates  the  history  of  the  field  service  over  the 
course  of  years.  We  have  closed  three  offices  in  the  last  two  years, 
voted  to  close  five  more  field  offices  and  have  voted  to  close  two  of 
our  five  regional  offices.  A  task  force  to  review  our  field  service 
structure  was  established  at  the  March  29  board  meeting  and  will 
complete  its  report  by  June  1st.  These  are  our  first  steps  in  re- 
structuring the  agency.  Clearly  more  needs  to  be  done. 

We  completed  consolidation  of  our  three  other  Chicago  area  fa- 
cilities into  our  headquarters  building  in  fiscal  year  1994.  The 
agency  will  save  about  $834,000  annually  in  rent  and  other  costs 
from  these  consolidations. 

CONTRACTS  FOR  MEDICAL  SERVICES 

A  contract,  effective  May  1994,  centralized  scheduling  of  medical 
exams  for  disability  determinations.  Previously,  each  of  our  field  of- 
fices handled  these  tasks.  The  contract  also  sets  prices  for  various 
procedures,  thereby  providing  cost  containment  as  well  as  improved 
efficiency. 

We  are  also  currently  in  the  process  of  recompeting  our  contract 
for  medical  consulting  services.  This  contract's  projected  cost  for 
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fiscal  1995  is  $500,000.  Through  the  competitive  bidding  process, 
we  anticipate  realizing  greater  efficiencies  at  lower  costs. 

MANAGEMENT  OF  INVESTMENTS 

In  the  area  of  earning  and  investments,  the  RRB  has  become 
more  proactive  in  managing  its  investments.  In  fiscal  year  1994, 
the  holdings  of  all  three  retirement  trust  funds  had  an  average 
yield  of  6.71  percent.  Earnings  on  the  RRB's  accounts  totaled  $812 
million.  This  amount  does  not  include  $186.9  million  in  capital 
gains.  Over  the  past  four  years,  we  have  realized  $534.9  million  in 
capital  gains  from  such  sales.  This  compares  to  just  $1.1  million  for 
the  previous  three-year  period. 

We  continue  to  look  at  prudent  ways  to  expand  our  investment 
options,  recently  concluding  negotiations  with  the  Department  of 
Treasury  to  allow  for  the  purchase  of  zero  coupon  bonds. 

TRUST  FUND  BALANCES 

The  actuarial  valuation  released  in  August  1994  shows,  with  the 
aid  of  legislation  enacted  last  year  to  make  permanent  the  transfer 
of  income  taxes  on  certain  railroad  retirement  benefits,  the  Rail- 
road Retirement  System  is  projected  to  have  cash  flow  problems 
only  under  a  pessimistic  employment  assumption  and  then  not 
until  the  year  2019.  The  cash  balance  of  the  railroad  unemploy- 
ment insurance  account  at  the  end  of  fiscal  year  1994  was  $215.1 
million,  a  decline  of  about  $6  million  from  the  previous  years. 

COMMITMENT  TO  IMPROVE  OPERATIONS  AND  SERVICE 

In  concluding  our  testimony,  we  want  to  stress  the  RRB's  con- 
tinuing commitment  to  improve  our  operations  and  provide  quality 
service  to  our  beneficiaries  in  the  face  of  tight  budgetary  resources. 

Thank  you  for  the  opportunity,  and  we  would  be  happy  to  answer 
any  questions  you  might  have. 

[The  prepared  statement  and  biography  of  Glen  Bower  follow:] 
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WRITTEN  TESTIMONY  OF  GLEN  L.  BOWER,  CHAIRMAN 

U.S.  RAILROAD  RETIREMENT  BOARD 

HOUSE  APPROPRIATIONS  SUBCOMMITTEE  ON  LABOR, 

HHS,  EDUCATION  AND  RELATED  AGENCIES 

APRIL  5,  1995 


Good  morning  Mr.  Chairman  and  Members  of  the  Committee.  I  am 
Glen  Bower,  Chairman  of  the  Railroad  Retirement  Board.  The 
Board's  membership  also  includes  V.  M.  Speakman,  Jr.,  the  Labor 
Member,  and  Jerome  F.  Kever,  the  Management  Member.  Joining  us  is 
the  Board's  Inspector  General,  Martin  J.  Dickman,  who  also  will 
make  a  statement. 

The  President's  fiscal  year  1996  budget  requests  $93,359,000 
for  our  agency.  As  part  of  the  President's  Reinventing  Government 
Initiative,  all  Federal  agencies  are  reexamining  their  mission. 
This  includes:  providing  for  increased  "customer"  input;  reviewing 
the  need  and  desirability  for  Federal  involvement;  looking  for 
ways  to  cut  costs  or  improve  performance  through  competition;  and 
finding  ways  to  put  customers  first,  cut  red  tape,  and  empower 
employees. 

We  are  actively  participating  in  this  effort  and  have  made 
progress  in  several  areas.  For  example,  we  used  a  customer 
satisfaction  survey  and  focus  groups  to  develop  a  Customer  Service 
Plan  with  detailed  performance  standards  in  areas  such  as  claims 
processing,  communication,  and  accountability. 

We  have  also  adopted  a  Streamlining  Plan  designed  to  flatten 
the  organization  and  redesign  our  field  office  structure.  A  key 
part  of  the  plan  outlines  staff  reductions  required  by  the  Federal 
Workforce  Restructuring  Act,  with  an  emphasis  on  managerial 
positions. 

Background  on  the  Railroad  Retirement  Board 

The  Railroad  Retirement  Board  (RRB)  administers  comprehensive 
retirement-survivor  and  unemployment-sickness  benefits  for  rail 
workers  and  their  families.  The  Railroad  Retirement  and  Railroad 
Unemployment  Insurance  Acts  govern  these  benefits.  The  RRB  also 
provides  certain  social  security  benefits  and  Medicare  coverage. 

In  fiscal  year  1994,  the  RRB  paid  almost  $8  billion  in 
railroad  retirement  and  survivor  benefits,  with  812,000  annuitants 
on  the  rolls  at  year's  end,  compared  to  834,000  the  previous  year. 
Approximately  39,000  annuitants  were  added  to  the  rolls  during  the 
year  and  approximately  61,000  left  the  rolls.  About  41,000  people 
received  $101  million  in  unemployment  and  sickness  benefits  in 
fiscal  year  1994;  after  recoveries,  actual  outlays  totaled  $66 
million. 

1996  Appropriation  Requests 

For  fiscal  year  1996,  our  administrative  request  provides 
$93,359,000  and  1,393  FTE's.  Our  staffing  also  includes  an 
additional  44  FTE's  that  are  reimbursed  by  the  Health  Care 
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Financing  Administration,  or  a  total  of  1,437  FTE's.  The 
President's  budget  proposes  a  single  administrative  account  to 
provide  funding  for  the  RRB's  benefit  programs,  and  the  RRB  will 
be  including  it  in  a  soon-to-be-released  legislative  package.  The 
requested  authority  breaks  down  as  follows:  $92,700,000  for 
administration  of  the  retirement -survivor  and  unemployment- 
sickness  programs,  and  $659,000  to  complete  the  Special  Management 
Improvement  Plan  (SMIP).  In  addition  to  this,  we  expect  to 
receive  $3.7  million  from  HCFA  for  reimbursable  Medicare 
activities. 

The  request  also  includes  $240,000,000  (plus  a  2-percent 
contingency  of  $4,800,000)  in  general  funds  for  vested  dual 
benefits  to  certain  people  who  qualified  for  both  social  security 
and  railroad  retirement  benefits  before  1975.  The  contingency 
shall  become  available  in  the  event  payments  exceed  our  estimate. 
The  eligible  population  continues  to  decline,  so  the  request 
decreases  $21,000,000  from  the  1995  enacted  level.  At  this  point 
in  1995,  164,000  annuitants  are  receiving  these  additional 
benefits  as  compared  to  152,000  estimated  for  next  year.  Since 
payments  are  limited  to  the  amount  of  the  appropriation  and  we 
can't  predict  the  precise  amounts  with  certainty,  we  monitor  these 
payments  on  an  ongoing  basis.  This  monitoring  enabled  us,  when 
the  results  of  our  actual  experience  were  determined  to  be  more 
favorable  than  anticipated,  to  volunteer  an  initial  $5  million 
rescission  for  fiscal  year  1995  and,  most  recently,  another 
$2  million  for  a  total  of  $7  million.  This  was  based  on  a  March 
1995  estimate  done  by  our  Chief  Actuary.  The  annual  amounts  will 
in  any  case  decrease  each  year  and,  by  the  year  2031,  will  be  less 
than  $1,000,000  a  year  with  the  last  payment  estimated  to  be  made 
before  2050. 

The  1,393  FTE's  represent  a  reduction  of  69  from  the  level  we 
expect  to  fund  in  fiscal  year  1995.  Buyouts  have  served  a  key 
role  in  reducing  employment  levels.  The  agency  had  a  total  of  116 
buyouts  authorized  for  fiscal  years  1994  and  1995  and  as  of  March 
29,  75  employees  had  signed  agreements  to  take  advantage  of  this 
program.  Of  the  remaining  41  slots,  5  are  earmarked  for  the 
Office  of  Inspector  General  (0IG). 

At  the  same  time,  we  recognize  that  deficit  reduction 
initiatives  will  continue  to  limit  budgets  in  future  years.  We 
recently  received  guidance  from  the  Office  of  Management  and 
Budget  (0MB)  indicating  we  can  expect  to  fund  1,280  FTE's  in 
fiscal  year  1997,  dropping  to  just  over  1,000  by  the  year  2000. 
This  makes  progress  on  streamlining  the  agency  to  increase 
efficiency  and  productivity  even  more  critical. 

I  want  to  make  it  clear  that  I  support  these  directives, 
because  I  believe  that  with  greater  use  of  technology  we  can  do 
more  with  less,  given  the  continuing  decline  in  our  beneficiary 
workloads  and  the  continuing  decline  in  the  number  of  railroad 
employees.  To  set  an  example  of  starting  at  the  top,  a  majority 
of  the  Board  Members  have  agreed  to  voluntarily  reduce  our  own 
budgets,  and  we  have  adopted  a  "truth  in  budgeting  resolution"  to 


ensure  that  we  properly  attribute  the  expenses  arising  from  our 
individual  office  activities  to  our  own  budgets,  rather  than 
letting  the  agency  bureaus  and  offices  absorb  such  costs  as  they 
carry  out  our  directives.  In  the  first  month  under  the 
resolution,  over  $6,500  in  additional  expenses  were  attributed  to 
the  Board  Members'  offices. 

As  planned,  SMIP  resources  continue  to  decline  in  the 
agreement's  final  year.  This  year's  request  includes  14  FTE's  for 
SMIP  activities,  down  17  from  1995,  to  complete  this  important 
project. 

The  OIG  has  submitted  a  separate  justification  and  request 
for  $6,700,000  and  85  FTE's  for  audit  and  investigative 
activities. 

Special  Management  Improvement  Plan 

During  the  week  I  took  office  as  Chairman  in  April  1990,  the 
RRB  had  an  intense,  comprehensive  management  review  by  a  team  of 
government  management  experts  organized  by  0MB.  The  review 
stemmed  from  many  0MB  and  Inspector  General  concerns  with  overall 
agency  administration  and  resulted  in  an  agreement  to  make  needed 
improvements  in  six  key  areas. 

A  written  contract  embodied  the  agreement,  including  specific 
performance  goals  and  a  proposal  for  nearly  $14  million  in 
supplemental  funding.  In  the  past  4  years,  the  Administration  and 
Congress  have  supported  this  added  funding.  The  fiscal  year  1996 
request  will  bring  this  program  to  a  successful  conclusion. 

In  the  first  4  years  of  the  plan,  we  met  or  exceeded  the 
goals  in  each  targeted  area:  claims  processing;  tax  accounting; 
fraud  control;  debt  collection;  trust  fund  integrity  and 
information  systems/automation. 

At  the  end  of  fiscal  year  1994,  we  exceeded  our  goal  for 
reducing  the  claims  processing  backlog  by  almost  6,500  cases.  The 
total  workload  stood  at  about  8,000  cases,  down  from  a  starting 
balance  of  almost  80,000  in  the  plan-related  categories. 

On  fraud  control,  we  now  have  wage -matching  agreements  with 
all  50  States,  the  District  of  Columbia  and  Puerto  Rico,  having 
exceeded  the  agreement  goal  for  fiscal  year  1996  in  fiscal  year 
1993,  3  years  ahead  of  schedule.  This  is  an  area  in  which  I  took 
a  personal  interest  and  was  heavily  involved  in  making  high  level 
contacts  with  State  officials  to  encourage  them  to  enter  wage 
matching  agreements  with  us.  In  fiscal  year  1994,  these  wage 
matches  resulted  in  $1.2  million  in  recoverable  benefits,  and 
referral  to  the  Inspector  General  of  another  1,048  cases  with 
$1.8  million  in  potentially  recoverable  benefits. 

The  RRB  continues  to  increase  its  debt  collection 
capabilities,  with  use  of  the  Internal  Revenue  Service  tax  refund 
offset  program  a  prime  example.  In  fiscal  year  1994,  we  referred 


debts  totaling  $8.13  million  to  the  IRS,  collecting  slightly  more 
than  $1  million  through  this  tool,  as  compared  to  $408,000  in 
1990.  Debts  can  continue  to  be  referred  to  the  IRS  annually  until 
they  are  10  years  old.  In  addition,  we  are  proposing  legislation 
to  enhance  the  Board's  authority  to  collect  debts  by  means  of 
administrative  offset  against  other  Federal  payments. 

The  RRB  has  taken  several  steps  to  build  upon  the  success  of 
the  Improvement  Plan,  which  the  General  Accounting  Office  has 
hailed  as  "a  prototype  of  a  performance  agreement."  For  example, 
the  agency's  Bureau  of  Survivor  Benefits  was  designated  a  pilot 
project  under  the  Government  Performance  and  Results  Act  of  1993. 
In  addition,  we  are  benchmarking  our  retirement  benefit  program 
against  outstanding  administrators  of  pension  plans. 

Significant  Activities  in  1994 

Audit  of  Financial  Stitement; 

Although  the  Chief  Financial  Officers  Act  of  1990  does  not 
apply  to  the  RRB,  we  have  set  a  goal  to  comply  with  its 
provisions,  especially  the  requirement  for  annual  audits  of 
financial  statements,  something  I  am  ^ery  much  in  favor  of.  In 
1993,  the  Board's  OIG  entered  into  a  fixed-price  contract  with 
Arthur  Andersen  &  Company  to  audit  the  agency's  financial 
statements  for  fiscal  years  1993  and  1994,  including  an  evaluation 
of  internal  controls  and  compliance  with  laws  and  regulations. 

The  OIG  has  since  exercised  an  option  for  Arthur  Andersen  to 
perform  the  same  tasks  for  fiscal  year  1995.  The  total  cost  for 
this  3-year  effort  is  about  $487,000.  The  RRB  will  provide 
$270,000  of  this  amount,  the  OIG  the  remaining  $217,000. 

The  audits  of  the  first  2  years  resulted  in  a  disclaimer  of 
opinion  because  the  auditors  could  not  account  for  the  certainty 
of  possible  adjustments  for  benefit  payments,  outstanding  claims 
before  the  Internal  Revenue  Service,  and  the  fiscal  year  1994 
receivables,  payables,  and  revenue  amounts  for  the  financial 
interchange  with  the  social  security  trust  funds. 

The  auditors  also  noted  the  following  four  material 
weaknesses  which  the  RRB  reported  in  its  most  recent  Federal 
Managers'  Financial  Integrity  Act  report.  First,  the  accuracy  of 
railroad  retirement  taxes  credited  to  its  trust  funds  cannot  be 
verified  because  the  IRS  and  Department  of  the  Treasury  do  not 
provide  adequate  documentation.  Also,  the  RRB  does  not 
consistently  follow  its  policies  and  procedures  on  the  reopening 
of  final  decisions  on  claims.  Bad  debt  allowances  were  not 
adequate  because  the  methodology  for  determining  bad  debts  was  not 
applied  consistently  during  the  fiscal  year.  Finally,  the  RRB's 
overall  control  environment  is  not  adequate  because  it  is  designed 
to  meet  control  objectives  of  individual  bureaus  rather  than  the 
agency  as  a  whole.  The  RRB  has  already  taken,  or  is  in  the 
process  of  taking,  corrective  action  to  address  each  of  these 
material  weaknesses. 
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Aaencv  Reorganization 

In  January  of  this  year,  we  began  effecting  a  reorganization 
of  our  management  structure  to  provide  increased  accountability 
and  cooperation  among  senior  management.  The  restructuring, 
effective  January  3,  1995,  established  an  Office  of  Programs  to 
oversee  direct  service  to  our  beneficiaries  and  claims  processing 
operations,  and  also  created  an  Office  of  Administration  to 
coordinate  administrative  support  activities,  with  both  offices 
reporting  to  the  three-member  Board.  In  addition,  automation  and 
information  system  functions  were  combined  under  a  new  Chief 
Information  Officer  position  so  that  we  might  gain  a  higher 
technology  yield  for  our  investments  in  automation.  These  actions 
were  based,  in  part,  on  recommendations  made  by  Arthur  Andersen  & 
Company. 

Our  reorganization  also  calls  for  a  serious  reevaluation  of 
our  field  service  for  the  purpose,  as  described  so  well  in  the 
Appropriations  Committee  report,  of  developing  "a  restructuring 
proposal  that  reflects  new  technologies,  agency  downsizing,  budget 
cuts,  and  reengineering  efforts.  The  new  structure  should  reflect 
modern  service  delivery  techniques  rather  than  historical 
structures." 

We  have  closed  3  field  offices  in  the  last  2  years,  voted  to 
close  5  more  field  offices,  and  voted  to  close  2  of  5  regional 
offices.  Following  our  reevaluation,  we  anticipate  closing  more 
offices,  but  will  maintain  service  levels  by  utilizing  modern 
technology  as  suggested  in  the  appropriations  report.  A  task 
force  to  review  our  field  service  structure  was  established  at  the 
March  29,  1995,  Board  meeting.  Made  up  of  eight  employees  from 
RRB  headquarters  and  field  offices,  the  task  force  will  complete 
its  report  by  June  1. 

These  are  our  first  steps  in  restructuring  the  agency. 
Clearly  more  needs  to  be  done.  In  taking  these  initial  steps,  we 
made  every  effort  to  avoid  incurring  unnecessary  personnel  costs. 

Railroad  Employer  Audits 

Under  guidance  from  0MB  and  the  Congress,  the  Audit  and 
Compliance  Division  was  created  in  1993  to  conduct  audits  of 
railroad  employers  to  help  ensure  compliance  with  reporting  and 
financial  regulations.  Through  1994,  audits  resulted  in  over  $2 
million  in  potential  added  railroad  retirement  taxes  or  other 
receivables  due  from  employers. 

Administrative  Management 

We  completed  consolidation  of  our  Chicago-area  facilities 
into  the  headquarters  building  in  fiscal  year  1994.  We  closed  a 
satellite  claims  processing  center  and  a  large  warehouse  facility 
and  moved  the  stored  records  to  the  Federal  Records  Center. 
Coupled  with  the  prior  move  of  our  Chicago  field  office,  the 
agency  will  save  about  $834,000  annually  in  rent  and  other  costs. 
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In  the  spirit  of  partnership,  the  RRB  also  signed  a  memorandum  of 
understanding  for  the  National  Archives  and  Records  Administration 
to  provide  records  operations  support  to  further  reduce  costs. 

Medical  Evidence  Centralization  Contract 

A  contract  effective  May  1994  centralized  scheduling  of 
medical  exams  for  disability  determinations.  Agency  staff 
electronically  transmit  exam  requests  to  an  outside  contractor, 
which  secures  a  medical  provider,  schedules  the  exam,  and  contacts 
the  claimant.  Previously,  each  of  our  field  offices  handled  these 
tasks.  Acceptance  and  payment  documents  are  also  sent 
electronically  between  the  RRB  and  the  contractor.  The  contract 
also  sets  prices  for  various  procedures,  thereby  providing  cost 
containment  as  well  as  improved  efficiency. 

We  are  also  currently  in  the  process  of  recompeting  our 
contract  for  medical  consultant  service.  The  services  rendered 
under  this  contract  call  for  providing  medical  expertise,  advice 
and  consultation  in  the  area  of  disability  benefit  and  claim 
matters.  They  also  provide  training  to  the  disability  staff,  as 
required.  This  contract's  currently  projected  cost  for  fiscal 
year  1995  is  $500,000.  Through  the  competitive  bidding  process, 
we  anticipate  realizing  greater  efficiencies  at  lower  costs. 

Earnings  and  Investments 

The  agency  invests  its  funds  in  interest-bearing  securities. 
While  the  law  limits  investments  to  Federally  issued  or  guaranteed 
obligations,  the  RRB  has  become  more  proactive  in  managing  its 
investments.  In  fiscal  year  1994,  the  holdings  of  all  three 
retirement  trust  funds  had  an  average  yield  of  6.71  percent. 
Earnings  on  the  RRB's  accounts  totaled  $812  million. 

This  amount  does  not  include  $186.9  million  in  capital  gains 
on  security  sales  authorized  by  the  RRB's  Investment  Committee. 
Over  the  past  4  years,  we  realized  $543.9  million  in  book  profits 
from  such  sales.  This  compares  to  just  $1.1  million  for  the 
previous  3-year  period.  We  continue  to  look  at  prudent  ways  to 
expand  our  investment  options,  recently  concluding  negotiations 
with  the  Department  of  the  Treasury  to  allow  purchase  of  zero- 
coupon  bonds.  In  addition,  we  have  measured  the  sensitivity  of 
our  assets  and  liabilities  to  interest  rate  changes,  evaluated  our 
ability  to  meet  benefit  obligations  under  various  economic 
scenarios,  and  contracted  with  outside  consultants  to  assist  us  in 
these  efforts  and  to  make  recommendations  as  appropriate.  Also, 
the  legislative  proposals  that  will  be  transmitted  shortly  would 
enhance  our  financial  stability  by  increasing  interest  earnings 
consistent  with  the  formula  used  for  the  social  security  trust 
funds. 


Financial  Status  of  the  Trust  Funds 

In  fiscal  year  1994,  revenues  to  the  railroad  retirement 
accounts  exceeded  expenditures  by  about  $770  million,  and  the  book 
value  of  the  combined  investments  increased  from  $12.2  billion  to 
$12.9  billion.  The  19th  Actuarial  Valuation,  released  in  August 
1994,  shows  that,  with  the  aid  of  legislation  enacted  last  year 
(P.L.  103-296)  to  make  permanent  the  transfer  of  income  taxes  on 
certain  railroad  retirement  benefits,  the  railroad  retirement 
system  is  projected  to  have  cash  flow  problems  only  under  a 
pessimistic  employment  assumption,  and  then  not  until  2019. 
However,  the  long-term  stability  of  the  system  remains 
questionable,  depending  on  actual  railroad  employment  levels  in 
the  coming  years. 

The  cash  balance  of  the  Railroad  Unemployment  Insurance 
Account  at  the  end  of  fiscal  year  1994  was  $215.1  million,  a 
decline  of  about  $6  million  from  the  previous  year. 


In  concluding  our  testimony,  we  want  to  stress  the  RRB's 
continuing  commitment  to  improve  our  operations  and  provide 
quality  service  to  our  beneficiaries  in  the  face  of  tight 
budgetary  resources. 

Thank  you  for  the  opportunity  to  appear  before  you  today,  and 
we  will  answer  any  questions  you  may  have. 

*  #  # 
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Average  Number  of  Railroad 
Retirement  Beneficiaries 
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U.S.  Railroad  Retirement  Board 

Staffing  Allocations 
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1,800 
1,750 
1,700 
1,650 
1,600 
1,550 
1,500 
1,450 
1,400 
1,350 
1,300 


1       1       1 

-      m     Base 

""•"■  Staffing 

-0-  WithSMIP 

A 

C 

*-  — * 

'\ 

\ 

^_ 

k\ 

\\ 

l^\ 

. 

86       87       88       89 


90       91       92       93       94 
Fiscal  Year 


95       96 


Note.- -Full-time  equivalent  employee  (FTE)  staffing  levels  shown  for 
FY  95  and  FY  96  represent  the  staffing  levels  that  can  be  funded 
based  on  RRB  budgets  for  those  years.  Ceilings  set  by  the  Office  of 
Management  and  Budget  (OMB)  are  1,548  and  1,444  FTE's, 
respectively.  All  levels  include  HCFA-reimbursed  FTE's. 


April  1995 


837 


U.S.  Railroad  Retirement  Board 
Federal  Tax  Refund  Offset  Program 

-In  Thousands 
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Railroad  Retirement  Trust  Funds 
Total  Interest  Income 

—In  Millions 
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Railroad  Retirement  Trust  Funds 
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Railroad  Retirement  Trust  Funds 
Investment  Balances  (Book  Value) 
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Railroad  Retirement  Trust  Funds 
Average  Yield  on  Investments 
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BIOGRAPHY  OF  GLEN  L.  BOWER 


Glen  L.  Bower  was  appointed  Chairman  in  April  1990  and  was 
reappointed  in  August  1992  for  a  term  expiring  in  August  1997.  An 
attorney,  Mr.  Bower  served  as  Assistant  Director  of  the  Department 
of  Revenue  for  the  State  of  Illinois  from  1983  to  1990,  and  during 
part  of  his  tenure,  he  also  served  as  General  Counsel,  and  as 
Chairman  for  the  Revenue  Board  of  Appeals.  In  June  1991,  he 
became  a  Liaison  Member  of  the  Administrative  Conference  of  the 
United  States,  currently  serving  on  the  Adjudication  Committee. 
Mr.  Bower  has  served  on  the  U.  S.  Economic  Advisory  Board  of  the 
U.  S.  Department  of  Commerce,  1982-1985,  the  National  Advisory 
Committee  for  Juvenile  Justice  and  Delinquency  Prevention  of  the 
U.  S.  Department  of  Justice,  1976-1980,  and  as  Chairman  of  the 
Attorneys  and  Tax  Appeals  Section  of  the  National  Association  of 
Tax  Administrators.  He  was  a  Member  of  the  Illinois  House  of 
Representatives,  1979-1983,  and  was  the  State's  Attorney 
(Prosecutor)  of  Effingham  County,  Illinois,  1976-1979.  He  is  an 
alumnus  of  Southern  Illinois  University  at  Carbondale  (B.A.  1971, 
President's  Scholar),  and  the  Illinois  Institute  of 
Technology/Chicago-Kent  College  of  Law  (J.D.  1974  with  Honors). 
Mr.  Bower  is  a  Lieutenant  Colonel  in  the  U.  S.  Air  Force  Reserve, 
The  Judge  Advocate  General's  Department. 
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BIOGRAPHY  OF  V.  M.  SPEAKMAN.  JR. 


V.  M.  Speakman,  Jr.  was  appointed  Labor  Member  of  the 
Railroad  Retirement  Board  in  August  1992  to  complete  a  term  ending 
in  August  1994.  Mr.  Speakman,  who  was  appointed  on  the 
recommendation  of  the  Railway  Labor  Executives'  Association,  had 
served  as  the  President  of  the  Brotherhood  of  Railroad  Signalmen 
since  1987,  prior  to  his  appointment.  In  this  position  he  also 
served  as  Vice  Chairman  of  the  Railway  Labor  Executives' 
Association,  Chairman  of  the  RLEA's  Committee  on  Railroad 
Retirement,  and  as  Secretary-Treasurer  of  the  Transportation 
Trades  Department  of  the  AFL-CIO.  Other  posts  held  in  the 
Brotherhood  of  Railroad  Signalmen  were  Vice  President,  1985-1987; 
Director  of  Research,  1984-1985;  Grand  Lodge  Representative,  1979- 
1984;  and  Local  Lodge  Chairman,  1977-1979.  He  began  his  railroad 
career  as  a  signalman  and  foreman  on  the  old  Pennsylvania 
Railroad,  now  part  of  Conrail.  A  veteran,  Mr.  Speakman  served 
with  the  U.  S.  Air  Force  in  Vietnam. 

Mr.  Speakman,  a  native  of  Ohio,  now  resides  in  Schaumburg, 
Illinois  with  his  wife  Karen  and  their  daughters,  Mandy  and 
Michelle. 
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BIOGRAPHY  OF  JEROME  FRANCIS  KEVER 


Jerome  F.  Kever  was  appointed  by  President  Bush  and  confirmed 
by  the  United  States  Senate  in  August  1992  to  complete  a  term 
ending  in  August  1993  as  the  Management  Member  of  the  three-member 
United  States  Railroad  Retirement  Board. 

Mr.  Kever,  a  financial  consultant  assisting  small  businesses, 
served  as  Vice  President  and  Controller  of  Santa  Fe  Pacific 
Corporation  (SFP)  through  1990.  SFP  owned  two  Class  I  railroads 
at  one  time,  the  Atchison,  Topeka  and  Santa  Fe  Railroad  and 
Southern  Pacific  Railroad.  SFP  also  had  interests  in  energy,  real 
estate,  pipelines,  lumber,  leasing,  and  construction.  Prior  to 
serving  SFP,  Mr.  Kever  was  the  Director  of  Internal  Audit  for 
Household  International,  a  multinational  conglomerate  with 
interests  in  financial  services,  retailing,  car  leasing  and 
manufacturing.  A  Certified  Public  Accountant,  Mr.  Kever  began  his 
career  with  the  certified  public  accounting  firm  of  Deloitte  and 
Touche  upon  graduation  from  Indiana  University  in  1968  where  he 
earned  a  B.S.  degree  in  Accounting.  He  is  a  member  of  the 
American  Institute  of  Certified  Public  Accountants  and  the 
Institute  of  Internal  Auditors. 
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Mr.  Wicker.  Thank  you  very  much,  Mr.  Bower. 

At  this  point,  I  will  recognize  Mr.  Dickman,  Inspector  General. 

REMARKS  OF  INSPECTOR  GENERAL 

Mr.  Dickman.  My  name  is  Martin  Dickman.  I  am  the  newly  ap- 
pointed Inspector  General  of  the  Railroad  Retirement  Board  and  I 
am  here  today  to  speak  in  support  of  our  fiscal  year  1996  budget 
request.  I  would  like  to  submit  my  written  testimony  for  the  record 
and  summarize  our  priorities. 

Mr.  Wicker.  It  will  be  received. 

Mr.  Dickman.  Thank  you. 

FISCAL  YEAR  1996  BUDGET  AND  PRIORITIES 

We  are  seeking  $6.7  million  for  85  full-time  employees,  which  is 
a  reduction  of  five  FTEs.  Our  priorities  are  that  we  will  continue 
with  the  financial  statement  audit.  In  fiscal  year  1996,  we  will  pro- 
vide the  complete  funding  for  said  audit. 

INVESTIGATIVE  PRIORITIES 

We  will  focus  our  investigative  efforts.  Our  number  one  priority 
is  on  health  care  fraud,  and  we  are  participating,  have  participated 
and  will  continue  to  participate  in  health  care  task  forces  with 
other  inspectors  general,  primarily  with  HHS.  These  task  forces  in- 
volve inspectors  general  from  our  Railroad  Retirement  Board,  HHS, 
Secret  Service,  FBI,  Postal  Inspection  Service,  and  they  have  been 
very  effective  in  the  investigations  and  prosecutions  in  these  areas. 

Health  care  fraud  involves  a  long  investigative  process.  The  in- 
vestigations take  one  to  two  years.  They  are  very  paper  intensive 
so  that  when  you  can  bring  forces  together  from  various  different 
agencies,  and  since  everybody  is  downsizing,  it  becomes  a  very  ef- 
fective use  of  limited  resources  that  we  all  are  under. 

We  will  continue  with  our  investigations  of  the  program,  program 
fraud  investigations  of  the  Railroad  Retirement  Board,  looking  for 
allegations  or  any  type  of  fraud  in  the  programs,  the  retirement, 
survivor,  unemployment  and  sickness  benefit  programs. 

REINVENTION  PROPOSALS 

We  have  submitted  our  reinvention  proposals  to  the  Board,  seek- 
ing to  reduce  the  layers  of  management  and  supervisory  personnel 
at  the  Board,  which  would  reduce  the  bureaus  from  its  present  22 
to  five,  excluding  the  Inspector  General's  office,  and  also  reduce  the 
number  of  field  offices  from  its  present  86  to  10. 

The  Railroad  Retirement  Board  has  received  these  items  and  is 
presently  reviewing  them.  We  are  participating  with  them  in  their 
review  and  in  their  task  force  that  they  have  just  established. 

We  are  also  in  phase  2,  our  phase  2  of  looking  at  the  reinvention 
proposals  and  looking  at  the  specifics.  The  initial  proposal  is  very 
generalized.  We  are  now  looking  at  it  bureau  by  bureau  to  identify 
the  specific  tasks  that  each  bureau  has  and  to  make  more  specific 
recommendations  to  the  Board  on  how  they  can  best  utilize  the  re- 
sources that  they  have. 

The  recommendation  which,  on  its  face,  may  have  seemed  very 
draconian  to  reduce  the  number  of  field  offices  from  86  to  10  and 
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also  the  layers  of  management  in  the  bureaus  from  22  to  five, 
would  result  in  both  instances  of  a  reduction  of  422  FTEs,  with  a 
savings  of  $21.6  million.  We  purposely  didn't  set  any  time  period 
on  this  because  of  the  complexities  with  such  a  great  reduction  of 
the  various  regulations  that  it  entails,  with  the  so-called  bumping 
that  individuals  may  do  when  you  have  such  a  reduction  in  force. 

REVIEW  OF  OIG  REORGANIZATION 

In  addition,  we  are  also  reviewing  our  own  organization.  Having 
to  do  more  with  less,  the  reduction  from  90  to  85  FTEs,  we  are  al- 
most evenly  split  between  our  investigations  unit  and  our  audits 
unit.  Previously  there  was  a  Chinese  wall  in  the  IG's  office  between 
investigations  and  audits,  and  I  am  attempting  to  bring  that  down 
to  get  greater  cooperation  between  the  investigations  unit  and  the 
audits  unit  in  all  our  investigations. 

Mr.  Chairman,  that  concludes  my  remarks  and  I  would  be  happy 
to  answer  any  questions  at  this  time. 

[The  prepared  statement  and  biography  of  Martin  Dickman  fol- 
low:] 
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BEFORE  THE 

SUBCOMMITTEE  ON  LABOR,  HEALTH  AND  HUMAN 

SERVICES,  EDUCATION  AND  RELATED  AGENCIES 

OF  THE  COMMITTEE  ON  APPROPRIATIONS 

U.S.  HOUSE  OF  REPRESENTATIVES 

TESTIMONY  OF  THE  INSPECTOR  GENERAL  OF  THE 
RAILROAD  RETIREMENT  BOARD 


April  5,  1995 


Mr.  Chairman  and  Members  of  the  Subcommittee: 

My  name  is  Martin  J.  Dickman,  Inspector  General  of  the  Railroad 
Retirement  Board  (RRB).  I  am  here  today  to  present  our  budget 
request  for  Fiscal  Year  (FY)  1996. 

I  would  like  to  thank  you,  Mr.  Chairman,  and  the  members  of  the 
committee  for  your  continued  support  of  the  Office  of  Inspector 
General  (OIG). 

We  are  requesting  funding  to  permit  us  to  continue  our  independent 
oversight  of  the  RRB.  The  RRB  is  responsible  for  managing  benefit 
programs  which  pay  out  approximately  $7.9  billion  in  retirement, 
survivor  and  disability  benefits  annually  to  approximately  800,000 
beneficiaries,  and  an  additional  $69  million  in  railroad  unemployment 
and  sickness  insurance  benefits.  The  RRB  Trust  Funds  currently 
have  a  balance  of  $13.1  billion.  The  RRB  also  administers  Medicare 
Part  B,  the  physician  services  aspect  of  the  Medicare  program,  for 
qualified     railroad     retirement     beneficiaries.  About     750,000 

beneficiaries  receive  such  benefits  through  the  agency  totaling  more 
than  $700  million  each  year. 

In  FY  1996,  the  Office  of  Inspector  General  will  continue  its 
commitment  to  provide  RRB  management  with  recommendations  for 
streamlining  the  agency,  improving  day  to  day  operations  and 
enhancing  service  to  the  railroad  community.  At  the  same  time,  we 
will  review  our  internal  organization  and  operating  procedures  to 
improve  our  operations  to  better  serve  our  customers. 

I  will  now  summarize  our  audit  and  investigative  priorities  for  FY 
1996. 

OFFICE  OF  AUDIT 

In  FY  1996,  the  Office  of  Audit  (OA)  will  focus  its  resources  in  the 
following  priority  areas: 
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Office  of  Management  and  Budget  (OMB)  /RRB  Management 
Improvement  Agreement.  We  will  continue  to  monitor  and 
assess  the  RRB's  progress,  In  the  fifth  and  final  year  of  the 
management  improvement  agreement,  in  making  operational 
improvements  in  the  railroad  retirement  system.  We  will  ensure 
that  the  RRB  correctly  applies  the  resources  provided  to  make 
necessary  improvements. 

Financial  statement  audits.  OA  will  continue  to  work  with 
Arthur  Andersen  and  Company,  a  Certified  Public  Accounting 
firm,  in  conducting  audits  of  the  RRB's  financial  statements.  It 
is  expected  that  these  reviews  will  identify  weaknesses  and 
recommendations  will  be  made  to  ensure  the  agency  is  in 
compliance  with  the  Chief  Financial  Officers  Act  of  1990. 

Audits  of  the  RRB's  1993  and  1994  financial  statements,  which 
have  recently  been  completed,  identified  the  following  material 
weaknesses:  (1)  backlogged  cases  and  the  allowance  for  debts 
that  the  agency  does  not  anticipate  it  can  collect;  (2)  inaccurate 
benefit  payments;  (3)  an  overall  control  environment  that  fosters 
a  stand-alone  attitude  for  each  bureau;  and  (4)  lack  of  an 
annual  reconciliation  between  retirement  tax  deposits  paid  by 
railroad  employers  and  the  amounts  deposited  in  the  RRB  Trust 
Fund  Accounts.  We  will  continue  to  work  with  RRB  managers 
to  ensure  that  these  weaknesses  are  adequately  addressed  and 
corrective  actions  are  completed.  To  date,  final  disposition  has 
been  given  to  approximately  one-half  the  management  points 
included  in  the  audits. 

In  FY  1996,  OA  and  Arthur  Andersen  will  perform  an  audit  of 
the  RRB's  1995  financial  statements. 

Integrity  of  the  trust  funds.  OA  will  review  the  RRB's 
oversight  procedures  for  ensuring  the  accurate  collection  and 
processing  of  railroad  payroll  taxes  by  the  Department  of 
Treasury  and  the  Internal  Revenue  Service  (IRS).  The  recently 
completed  financial  statement  audits  identified  the  lack  of 
access  to  critical  IRS  information  as  a  material  weakness. 

The  OIG  has  recently  written  to  the  ERS  Commissioner 
concerning  two  major  issues:  (1)  the  RRB's  lack  of  access  to 
sufficient  Information  from  the  IRS  and  the  Treasury  to  verify 
the  accuracy  of  railroad  retirement  tax  deposits  and  refunds  to 
the  railroad  retirement  trust  funds;  and  (2)  the  noncompliance 
with  the  supplemental  tax  by  railroad  employers.  We  will 
continue  to  pursue  the  cooperation  and  assistance  of  IRS 
officials  in  addressing  this  major  area  of  concern. 
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OA  will  continue  to  review  the  RRB's  compliance  group  which 
conducts  external  reviews  involving  employer  and  employee 
coverage  determinations,  and  employer  compliance  with  the 
provisions  of  the  Railroad  Retirement  and  Railroad 
Unemployment  Insurance  Acts. 

Benefit  payment  accuracy.  We  will  continue  to  conduct  audits 
of  benefit  calculations  in  the  RRB's  retirement,  survivor, 
unemployment  and  sickness  insurance  programs.  We  will  seek 
to  improve  operating  procedures  and  recommend  automation 
initiatives  to  eliminate  processing  errors  and  improve  the 
accuracy  of  benefit  payments.  We  will  work  with  program 
managers  to  find  better  and  more  efficient  ways  to  deliver 
prompt  payments. 

Debt  collection  activities.  The  financial  statement  audits  also 
cited  this  area  because  of  the  RRB's  inability  to  properly  analyze 
the  aging  and  collectibility  of  receivable  amounts.  OA  will 
review  RRB  corrective  actions  in  this  important  operational 
area.  Agency  accounts  receivable  currently  exceed  $94  million. 

OA  will  monitor  this  area  to  ensure  the  RRB  properly  identifies, 
establishes,  and  collects  receivables.  We  will  also  recommend 
ways  that  the  agency  can  make  improvements  in  collecting 
outstanding  debts. 

Medicare  Part  B  Program.  The  Office  of  Audit  will  conduct 
reviews  to  determine  the  accuracy  of  the  $700  million  in 
Medicare  Part  B  claims  processed  by  the  RRB's  Medicare 
carrier.  Program  reviews  involving  both  audit  and  investigative 
Medicare  staff  will  be  conducted  to  identify  fraud  and  abuse. 
OA  will  also  continue  to  work  with  the  RRB's  Bureau  of 
Disability  and  Medicare  Operations  to  address  program 
weaknesses. 

Internal  and  management  controls.  We  will  continue  to 
assess  the  adequacy  of  agency  controls  for  program  operations 
and  financial  management. 

The  RRB's  organizational  structure  has  been  cited  as  a  material 
weakness.  We  recently  provided  the  Board  Members  will 
proposals  to  streamline  operations  and  create  a  more  flexible 
structure.  In  FY  1996,  we  will  continue  to  offer 
recommendations  to  improve  the  overall  control  environment 
and  the  way  the  agency  conducts  business. 

Agency  information  systems.  OA  will  continue  to  review 
existing  and  new  on-line  database  applications  to  determine  if 
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the  agency's  systems  effectively  manage  the  agency's  data  and 
contain  necessary  internal  controls.  OA  will  evaluate  new 
software  applications  being  developed  for  personal  computers  to 
ensure  sufficient  controls  for  data  integrity  are  in  place. 

OFFICE  OF  INVESTIGATIONS 

The  other  component  of  the  OIG,  the  Office  of  Investigations  (OI),  will 
continue  to  assign  a  high  priority  to  health  care  matters  involving 
fraud  in  the  RRB's  Medicare  and  disability  programs.  Our  joint  efforts 
with  the  RRB's  Bureau  of  Disability  and  Medicare  Operations, 
MetraHealth  (formerly  The  Travelers  Insurance  Company),  and  health 
care  task  forces  established  across  the  country  at  various  U.S. 
Attorneys'  Offices  have  proven  extremely  successful.  Investigations 
will  target  medical  providers  who  engage  in  illegal  activities  to 
fraudulently  bill  Medicare  for  services  not  rendered.  In  order  to 
maximize  use  of  its  available  resources  in  Medicare  cases  as  well  as 
other  program  fraud  investigations,  OI  will  also  increase  joint 
investigative  activities  with  other  Inspectors  General,  particularly  at 
the  Department  of  Health  and  Human  Services,  the  Federal  Bureau  of 
Investigation,  the  U.S.  Secret  Service,  and  the  Postal  Inspection 
Service. 

Many  of  OI's  cases  in  this  area,  as  well  as  in  unemployment  and 
sickness  matters,  result  from  computer  wage  matching  programs  with 
state  governments.  OI  has  recently  initiated  a  comprehensive  review 
of  its  current  caseload  to  ensure  only  cases  warranting  a  full 
investigation  are  opened.  In  FY  1996,  OI  will  develop  new  methods  to 
ensure  its  resources  are  directed  to  cases  with  the  highest  dollar 
impact. 

OI  will  also  continue  its  investigations  of  fraud  in  RRB  benefit 
programs  which  typically  involve  the  theft  and  fraudulent  cashing  of 
U.S.  Treasury  checks,  or  the  theft  of  benefits  that  are  directly 
deposited  into  bank  accounts. 

We  will  actively  pursue  enforcement  actions  under  the  Program  Fraud 
Civil  Remedies  Act.  In  FY  1995,  the  Department  of  Justice  has 
authorized  seven  prosecutions,  five  cases  have  been  referred  to  the 
RRB's  Bureau  of  Law  for  issuance  of  demands  for  repayment,  and  one 
case  is  under  review  by  DOJ  to  determine  if  prosecution  is  warranted. 
Since  its  inception,  this  Act  has  resulted  in  32  cases  which  have  been 
settled  by  payment  in  full  or  by  installment.  With  the  strong  support 
provided  by  the  RRB  and  U.S.  Department  of  Justice,  OI  will  continue 
to  use  this  statute  as  an  effective  weapon  against  fraud. 

We  have  recently  initiated  a  special  review  of  reporting  by  certain 
railroad  employers.  This  project,  conducted  jointly  by  OIG  audit  and 
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investigative  staff,  is  focusing  on  railroad  employers  who  appear  to  be 
submitting  fraudulent  compensation  reports  indicating  they  have  no 
employees.   We  will  pursue  these  cases  in  FY  1996. 

SUMMARY 

The  Office  of  Inspector  General  will  promote  greater  cooperation  and 
marshalling  of  resources  between  its  Offices  of  Audit  and 
Investigations.  We  will  continue  to  review  our  operations  to  identify 
ways  to  increase  productivity  and  manage  resources  more  effectively. 
We  will  reduce  supervisory  oversight  and  permit  employees  to  assume 
more  responsibility  and  accountability. 

In  FY  1996,  we  will  also  continue  to  encourage  input  from  agency 
managers  concerning  OIG  audit  projects,  studies  and  management 
reviews.  We  will  solicit  suggestions  as  projects  are  completed  that  will 
help  us  to  improve  our  service. 

The  Office  of  Inspector  General  will  continue  to  work  with  RRB 
management  to  streamline  the  agency  to  allow  the  delivery  of  the  best 
service  at  the  lowest  cost.  Through  the  elimination  of  the  current 
bureaucracy,  the  RRB  can  become  more  efficient  and  more  effective. 
The  OIG  will  offer  recommendations  to  assist  the  agency  in  meeting 
this  goal. 

With  the  continued  support  of  Congress  and  the  Administration,  the 
OIG  will  fulfill  its  mandate  and  continue  its  independent  oversight  of 
the  RRB. 

That  concludes  my  remarks,  Mr.  Chairman.  I  will  be  happy  to  answer 
any  questions. 
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Martin  J.  Dickman 

Martin  J.  Dickman  was  appointed  Inspector  General  of  the  U.S. 
Railroad  Retirement  Board  by  President  Clinton  in  October  1994.  As 
Inspector  General,  he  is  responsible  for  promoting  economy,  efficiency 
and  effectiveness,  and  for  detecting  waste,  fraud  or  abuse  in  the 
programs  and  operations  of  the  Board. 

An  independent  Federal  agency  headquartered  in  Chicago,  the  Board 
provides  retirement,  survivor,  disability,  unemployment  and  sickness 
benefit  payments  totaling  about  $8  billion  a  year  under  the  Federal 
Railroad  Retirement  and  Unemployment  Insurance  Acts,  for  about 
850,000  beneficiaries  now  on  its  rolls  and  275,000  current  rail 
employees. 

Before  his  appointment  to  the  Board,  Mr.  Dickman  served  from  1991 
as  a  prosecutor  for  the  Cook  County,  Illinois  State's  Attorney's 
Financial  and  Governmental  Crimes  Task  Force.  His  responsibilities 
included  the  investigation,  indictment  and  prosecution  of  criminal 
cases  involving  governmental  and  white  collar  crimes. 

From  1972-91,  Mr.  Dickman  was  a  member  of  the  Board  of  Trade  of 
the  City  of  Chicago.  At  the  Board  of  Trade,  he  served  as  the  presiding 
judicial  officer  at  Exchange  judicial  hearings,  and  as  a  Director  and 
Member  of  the  Executive  Committee.  In  this  role,  he  established 
policy,  long-range  strategic  plans  and  internati  jnal  development  for 
the  multi-million  dollar  entity.  He  also  established  legal  and 
administrative  policies,  and  approved  budget-  for  the  over  800  staff 
employees  and  3,000  members. 

Mr.  Dickman  has  conducted  legal  research  and  assisted  in  trial 
preparation  as  an  Associate  with  the  Law  Firm  of  Peter  Fitzpatrick  and 
Associates  in  Chicago,  1973-89;  and  presided  over  tax-related  disputes 
as  a  Hearings  Referee  for  the  Illinois  Department  of  Revenue,  1976-80. 
He  has  also  interpreted  and  drafted  legislation  as  Legislative  Counsel 
for  the  minority  leadership  of  the  Illinois  House  of  Representatives, 
1972-1973;  and  represented  the  City  of  Chicago  in  various  aspects  of 
civil  litigation  as  an  Assistant  Corporation  Counsel,  1970-72. 

A  native  of  Chicago,  Mr.  Dickman  is  a  graduate  of  the  University  of 
Illinois  (B.S.  1966)  and  DePaul  University  College  of  Law  (J.D.  1969). 
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Mr.  Wicker.  Thank  you  very  much. 

And,  Mr.  Boehner,  I  understand  you  have  a  statement. 

REMARKS  OF  JAMES  C.  BOEHNER 

Mr.  Boehner.  Yes.  Just  a  short  one,  Mr.  Chairman.  Good  morn- 
ing again. 

I  am  once  again  representing  the  labor  member  of  the  Railroad 
Retirement  Board,  Mr.  V.  M.  Speakman.  Mr.  Speakman  regrets  not 
being  able  to  be  at  today's  hearing.  However,  he  is  undergoing 
medical  treatment  for  a  condition  that  requires  him  to  stay  within 
the  Chicago  area.  He  asked  that  I  pass  on  his  appreciation  to  this 
committee  for  their  interest  in  seeing  that  the  1.2  million  individ- 
uals and  families  served  by  the  Railroad  Retirement  System  con- 
tinue to  receive  the  good  levels  of  service  they  deserve  and  expect. 

SERVICE  TO  BENEFICIARIES  UNDER  REDUCED  BUDGETS 

While  the  budget  realities  of  the  Federal  Government  as  a  whole 
require  all  of  us  to  make  some  tough  decisions  ahead,  we  feel  con- 
fident that  with  this  committee's  support,  we  can  do  our  part  to  re- 
duce the  Federal  budget  and  still  provide  our  beneficiaries  with 
good  service. 

This,  of  course,  will  require  us  to  look  at  utilization  of  new  com- 
puter technologies  and  telecommunications  options  to  replace  some 
of  the  face-to-face  contact  that  ultimately  will  be  lost.  As  you  may 
know,  based  on  the  guidance  we  have  received  to  date,  future  agen- 
cy funding  levels  will  require  us  to  reduce  our  total  agency  staff  by 
approximately  one-third  over  the  course  of  the  next  five  years. 

COMMITMENT  TO  SERVICE 

We  are  therefore  very  committed  to  finding  the  best  possible 
ways  of  providing  alternative  service  methods  to  the  railroad  com- 
munity, whose  tax  dollars  fund  the  administration  of  our  agency 
programs.  Of  course  new  technologies  will  require  budgetary  sup- 
port to  implement  and  maintain,  however,  we  are  certain  that  this 
investment  will  realize  long-term  budget  savings  and  will  ensure 
that  our  agency  is  able  to  provide  efficient  and  effective  service 
while  maintaining  the  integrity  of  our  mission. 

Again,  thank  you  for  your  interest  and  support,  and  we  look  for- 
ward to  working  closely  with  this  committee  as  we  bring  our  agen- 
cy into  the  next  century. 

Mr.  Wicker.  Thank  you  very  much,  Mr.  Boehner. 

And  to  all  of  our  witnesses,  let  me  say  that  we  have  a  vote  in 
progress  at  this  very  moment  and  so  we  are  going  to,  I  believe, 
have  to  abbreviate  this  hearing. 

RRB  MANAGEMENT  IMPROVEMENTS 

Let  me  just  commend  you,  Mr.  Bower,  though,  and  your  fellow 
board  members  on  the  outstanding  job  you  have  done  during  your 
tenure.  I  think  it  is  fair  to  say  that  many  Members  of  Congress  feel 
that  the  Railroad  Retirement  Board  has  made  greater  management 
improvements  and  improvements  in  efficiency  than  any  other  pro- 
gram under  our  jurisdiction.  It  is  rare  that  an  agency  has  commit- 
ted to  measurable  management  improvements  and  succeeded  so 
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dramatically.  So  at  the  outset  I  want  to  commend  you  and  your 
board,  Mr.  Bower. 
Mr.  Bower.  Thank  you,  Mr.  Chairman. 

SINGLE  ADMINISTRATIVE  ACCOUNT 

Mr.  Wicker.  You  have  submitted  appropriations  language  to  us 
to  help  in  the  proposed  consolidation  of  the  appropriation  for  ad- 
ministration. For  the  record,  will  you  enlarge  on  this  proposed 
change  and  does  it  require  legislation? 

Mr.  Bower.  Yes,  Mr.  Chairman,  it  does.  This  is  something  that 
the  agency  has  sought  for  some  time  and,  as  I  indicated  in  my  tes- 
timony, the  President  actually  submitted  his  budget  as  a  single  ad- 
ministrative account  this  year.  And  it  is  in  a  package  which  I  be- 
lieve has  now,  in  fact,  been  sent  to  the  Congress. 

Because  we  have  different  administrative  accounts,  we  have  to 
allocate  expenses  between  the  various  accounts.  This  would  sim- 
plify the  process  and  would  save  us  money  in  the  process. 

PROGRESS  WITH  SPECIAL  MANAGEMENT  IMPROVEMENTS 

Mr.  Wicker.  Mr.  Bower,  you  are  requesting  a  large  decrease  in 
the  Special  Management  Improvement  Program,  SMIP,  from  $1.6 
million  to  only  $659,000.  Why  are  you  requesting  this  decrease, 
and  would  you  give  us  a  thumbnail  review  of  the  SMIP? 

Mr.  Bower.  We  are  not  requesting  as  much  because  we  are 
ahead  of  schedule  or  in  fact  achieved  our  level  in  every  area.  And, 
Eric  Wooden,  if  you  would  show  some  charts. 

[The  information  follows:] 
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Mr.  Bower.  One  of  the  big  areas  was  in  the  area  of  wage 
matches,  with  the  various  states.  We  had  a  goal  to  have  wage 
matches  in  the  coming  fiscal  year  with  46  States.  In  1993,  we  had 
wage  matches  with  all  50  States,  the  District  of  Columbia  and 
Puerto  Rico.  That  has  been  a  very  successful  program  where  we 
have  recovered  over  a  million  dollars  and  have  referred  cases,  over 
a  thousand  cases,  with  the  potential  of  almost  $2  million  in  poten- 
tial receivables  to  our  Inspector  General. 

We  also  have  been  very  successful  in  our  debt  collection  area. 
Frankly,  our  debt  collection  process,  prior  to  the  Special  Manage- 
ment Improvement  Plan,  was  a  disaster.  We  didn't  know  what  was 
owed  to  us.  There  were  improper  amounts  recorded  in  our  accounts 
receivable. 

It  has  taken  a  great  deal  of  time  to  clear  out  exactly  what  it  was 
that  was  owed  and  then  to  stop  a  lot  of,  if  you  will,  the  leakage 
of  unnecessary  overpayments  that  were  being  made,  and  there  has 
been  tremendous  progress. 

In  terms  of  trust  fund  integrity,  there  has  been — our  chief  finan- 
cial officer's  operation  has  been  able  to  reconcile  accounts  with  the 
Treasury  much  sooner,  so  within  less  than — in  more  than  one  year 
before  the  statute  of  limitations  expired,  for  corrections,  and  there 
previously  had  been  a  number  of  problems  in  that  area. 

The  great  millstone  that  was  around  the  back  of  the  agency  was 
in  the  area  of  backlogged  cases.  When  the  Special  Management  Im- 
provement Plan  started  in  the  designated  areas,  there  were  nearly 
80,000  cases  and  we  are  now  about  6.5  thousand  cases  ahead  of  our 
goal  in  that  area. 

[The  information  follows:] 
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Mr.  Wicker.  Mr.  Bower,  Mr.  Dickman  and  Mr.  Boehner,  I  want 
to  thank  you  for  your  testimony  today.  Mr.  Kever,  it  has  been  nice 
to  have  you  with  us. 

I  feel  certain  that  Chairman  Porter  and  other  Members  of  the 
subcommittee  will  choose  to  submit  questions  in  writing  and  we 
would  ask  that  you  respond  to  those  as  soon  as  possible. 

Mr.  WICKER.  Thank  you  very  much. 

This  subcommittee  hearing  is  adjourned. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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RESCISSIONS  IN  DUAL  BENEFITS  APPROPRIATION 

Mr.  Porter:  Mr.  Bower,  you  briefly  mentioned  in  your 
written  statement  that  the  House  and  Senate  enacted  small 
rescissions  in  the  dual  benefits  appropriation.  What  effect  will 
these  rescissions,  if  enacted,  have  on  benefit  payments? 

Mr.  Bower:  The  rescission,  when  enacted,  will  have  no 
effect  on  fiscal  year  1995  dual  benefits  payments  to  individual 
beneficiaries.  Our  Chief  Actuary  currently  estimates  we  will  need 
$254,000,000  to  pay  full  dual  benefits  payments  this  fiscal  year, 
which  is  the  amount  that  will  be  available  to  us  after  the 
$7,000,000  rescission  that  we  volunteered.  The  appropriations 
language  also  provides  for  a  reserve  of  up  to  2  percent  of  the 
appropriation  to  become  available  should  the  product  of  recipients 
and  the  average  benefit  received  exceed  the  estimate. 

AUDIT  OF  FINANCIAL  STATEMENTS 

Mr.  Porter:  Mr.  Bower  and  Mr.  Dickman.  the  Board  contracted 
with  Arthur  Andersen  for  an  audit  of  its  financial  statements. 
The  initial  audits  resulted  in  a  disclaimer  of  opinion.  In  your 
opinion,  how  important  are  these  audits,  what  is  the  status  of  the 
ongoing  audit,  and  how  soon  do  you  anticipate  that  Arthur  Andersen 
will  be  able  to  issue  a  favorable  opinion  of  the  Board's  financial 
statements? 

Mr.  Bower:  Although  the  Railroad  Retirement  Board  (RRB)  is 
not  covered  by  the  Chief  Financial  Officers  Act  of  1990.  we  strive 
to  comply  with  its  provisions.  In  this  regard,  in  our  opinion, 
audits  of  the  RRB's  financial  statements  are  very  important 
because  they  provide  independent  assurance  that  the  RRB  management 
has  fairly  presented  its  financial  position  and  results  of 
operations,  that  it  is  in  compliance  with  applicable  laws  and 
regulations,  and  that  its  internal  control  structure  is  adequate 
to  ensure  the  integrity  of  the  system. 

The  fiscal  year  1994  audit  was  completed  by  Arthur  Andersen 
on  January  13.  1995. 

We  are  working  to  resolve  the  issues  that  led  Arthur 
Andersen  and  Company  to  disclaim  an  opinion  on  our  fiscal  years 
1993  and  1994  financial  statements.  We  are  hopeful  that  we  can 
resolve  these  issues  and  no  new  issues  will  arise  so  that  we  can 
receive  an  unqualified  or  a  qualified  opinion  for  fiscal  year 
1995.  The  final  decision,  however,  will  be  made  by  the  auditors. 

Mr.  Dickman:  The  first  and  second  year  audits  included 
disclaimers  of  opinion  that  resulted  from  a  variety  of  errors 
identified  by  auditors  when  benefit  payments  were  reviewed.  The 
reports  also  identified  debt  collection  and  access  to  critical 
Internal  Revenue  Service  (IRS)  information  as  areas  which  the 
auditors  were  unable  to  review  sufficient  documentation  to 
complete  audit  testing.  For  debt  collection,  the  auditors  were 
unable  to  apply  appropriate  audit  procedures  regarding  the 
adequacy  of  the  allowance  for  doubtful  accounts  and  related  bad 
debt  expense.  These  areas  were  in  question  because  of  the  RRB's 
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inability  to  properly  analyze  the  aging  and  collectibility  of 
receivable  amounts.  The  auditors  were  also  unable  to  obtain  a 
confirmation  from  the  General  Counsel  of  the  IRS  regarding  any 
potential  liability  related  to  refund  cases  being  handled  by  the 
IRS. 

These  audits  have  had  a  significant  and  positive  impact  on 
the  operations  of  the  agency.  In  the  first  year,  Arthur  Andersen, 
working  with  01 G  auditors,  identified  over  60  internal  control 
issues  for  which  recommendations  were  made  to  correct  process  or 
control  weaknesses.  During  the  second  year,  the  number  of 
weaknesses  declined  significantly,  and  almost  half  of  the  prior 
weaknesses  were  corrected.  The  audits  of  the  RRB's  1993  and  1994 
financial  statements  cited  the  following  material  weaknesses: 
(1)  backlogged  cases  and  the  allowance  for  debts  that  the  agency 
does  not  anticipate  it  can  collect;  (2)  inaccurate  benefit 
payments;  (3)  an  overall  control  environment  that  fosters  a  stand- 
alone attitude  for  each  bureau;  and  (4)  lack  of  an  annual 
reconciliation  between  retirement  tax  deposits  paid  by  railroad 
employers  and  the  amounts  deposited  in  the  RRB  Trust  Fund 
Accounts . 

Several  weaknesses  require  significant  resources  to  correct, 
and  the  agency  is  discussing  alternatives  in  these  areas.  We 
believe  that  our  efforts  to  identify  these  weaknesses,  and  work 
with  the  agency  to  correct  these  problems,  has  had  a  positive 
impact  on  the  agency's  operations.  The  audit  report  of  the  FY 

1994  financial  statements  was  issued  on  January  13,  1995.  The  FY 

1995  audit  is  in  the  initial  stages. 

We  currently  anticipate  that  we  will  be  able  to  express  an 
opinion  on  the  FY  1995  financial  statements.  This  is  dependent 
upon  (1)  the  agency  fully  implementing  proposed  regulations 
regarding  administrative  finality  for  benefit  payments,  and  (2) 
the  agency  receiving  the  cooperation  of  the  Internal  Revenue 
Service  in  identifying  claims  for  refunds,  tax  court  cases  or 
other  contingent  liabilities  involving  railroad  employers.  The 
agency  is  working  on  the  proposed  regulations  for  implementing 
administrative  finality.  Recent  meetings  between  IG  staff  and  IRS 
officials  indicate  progress  in  the  agency  receiving  the 
information  needed  regarding  contingent  liabilities. 

In  addition,  the  opinion  may  have  to  be  qualified  for  the 
financial  interchange  amount  which  cannot  be  verified  until 
several  months  after  the  March  1  date  when  the  financial 
statements  are  due  to  the  Office  of  Management  and  Budget.  This 
area  was  also  cited  as  a  reason  for  the  disclaimer  in  the  audit  of 
the  FY  1994  financial  statements. 

INVESTMENT  IN  AUTOMATION 

Mr.  Porter:  Mr.  Bower,  the  Board  has  made  a  significant 
investment  in  automation  resources  during  the  past  five  years. 
What  is  the  status  of  the  automation  program,  what  efficiencies 
have  been  achieved,  and  how  have  you  employed  imaging  technology 
and  with  what  results? 
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Mr.  Bower:  Over  the  past  five  years,  the  RRB  has  developed 
and  implemented  several  major  new  automated  claims  processing  and 
support  systems.  These  provide  on-line,  interactive  calculation 
and  payment  functions  for  employee  and  spouse  retirement  claims, 
survivor  claims  and  social  security  claims  which  are  certified  to 
the  RRB  for  payment.  In  addition,  we  have  developed  an  integrated 
database  for  claims -related  data,  automated  debt  recovery 
processing  for  current  entitlement  cases,  and  are  developing  a 
payment,  rate  and  entitlement  history  system  that  will  be  fully 
implemented  by  June  1995. 

We  believe  that  our  automation  efforts  are  resulting  in  more 
accurate  and  timely  payment  of  retirement  and  survivor  benefits. 
We  have  automated  many  of  the  previously  time-consuming  and  error- 
prone  steps  involved  in  making  post -entitlement  adjustments  to 
these  cases,  although  we  still  have  an  unacceptable  number  of 
errors.  Other  benefits  include  a  reduction  in  the  amount  of  paper 
used  to  produce  a  payment,  the  ability  to  detect  and  correct 
errors  or  discrepancies  at  the  source,  and  greater  efficiency 
overall . 

The  RRB  installed  an  image  processing  system  in  March  1993 
to  process  sickness  insurance  applications  and  medical  statements. 
The  purpose  was  to  improve  document  control,  eliminate  the 
maintenance  of  manual  files,  and  improve  processing  controls. 
Results  have  been  positive,  indicating  that  "lost"  document 
complaints  and  related  delays  have  been  eliminated,  and  that 
processing  efficiencies  and  controls  have  improved. 

In  September  1994,  a  second,  smaller  free-standing  image 
processing  system  was  installed  in  the  retirement  methods  and 
procedures  section.  This  system  will  be  used  to  store  and 
retrieve  technical  files.  Material  is  currently  being  converted 
to  the  new  system. 

PORTION  OF  AGENCY  OPERATIONS  AUTOMATED 

Mr.  Porter:  Mr.  Bower,  are  the  Board's  operations  fully 
automated? 

Mr.  Bower:  Operations  are  not  fully  automated,  but  the 
agency  estimates  that  it  has  automated  approximately  65  percent  of 
its  retirement  systems,  84  percent  of  its  unemployment  and 
sickness  insurance  systems,  and  85  percent  of  its  administrative 
functions.  Before  a  function  is  automated,  the  practicality  and 
costs  of  automation  are  considered. 

FUNCTIONS  NOT  AUTOMATED  AND  PLAN  FOR  AUTOMATION 

Mr.  Porter:  If  not,  which  functions  are  not  automated,  and 
does  the  Board  have  a  strategic  plan  to  achieve  full  automation? 

Mr.  Bower:  Generally,  functions  have  not  been  automated  if 
they  are  of  relatively  low  volume  or  require  human  judgment  and 
decision-making.  In  these  situations,  automation  support  is  often 
appropriate,  as  opposed  to  fully  automating  the  function.  The 
agency's  automation  approach  involves  a  series  of  incremental 
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improvements  to  existing  systems  as  part  of  a  pragmatic  approach 
to  further  automation.  Systems  are  enhanced  and/or  developed 
according  to  agency  needs  and  anticipated  pay-backs.  The  five- 
year  Strategic  Information  Resources  Management  (IRM)  Plan  is 
currently  under  revision.  This  document  presents  RRB's  strategic 
IRM  direction  and  vision  to  support  the  RRB  Strategic  Plan.  As 
part  of  this  effort,  it  is  important  to  review  our  entire  approach 
to  automation,  ensuring  that  we  are  not  simply  automating  existing 
manual  processes.  We  must  also  determine  if  changes  in  the  manual 
processes  can  increase  efficiency  independent  of  automation. 

FTE  DOWNSIZING 

Mr.  Porter:  Mr.  Bower,  the  justification  indicates  that 
FTE's  are  being  reduced  to  a  level  of  1,393  in  1996.  How  will 
this  downsizing  be  accomplished? 

Mr.  Bower:  As  shown  on  page  14  of  the  agency's  budget 
justification  book,  we  used  1.571  FTE's  in  fiscal  year  1994  and 
anticipate  using  about  1.462  FTE's  in  fiscal  year  1995.  The 
estimate  of  1.393  FTE's  for  fiscal  year  1996  reflects  what  we 
believe  we  will  be  able  to  finance  with  the  funding  the  President 
has  proposed.  These  FTE  numbers  exclude  the  Office  of  Inspector 
General  and  44  FTE's  that  we  estimate  to  be  reimbursable  by  the 
Health  Care  Financing  Administration  for  Medicare  activities. 

We  plan  to  achieve  the  FTE  reduction  mostly  through 
attrition  and  employee  buyouts.  We  will  be  using  a  total  of  109 
buyouts,  excluding  the  Office  of  the  Inspector  General,  under  the 
buyout  authority.  We  also  expect  that  a  reduction-in-force  of  at 
least  10  to  15  employees  may  be  necessary  as  early  as  September 
1995. 

PRODUCTIVITY  IMPROVEMENTS 

Mr.  Porter:  Mr.  Bower,  the  charts  which  you  used  in  your 
presentation  indicate  that  the  number  of  RRB  beneficiaries  has 
declined  by  15*  over  the  last  10  years  compared  to  only  a  10X 
decline  in  FTE.  While  I  commend  you  on  your  efforts  to  downsize. 
I  believe  that,  based  on  the  SMIP  and  automation  initiatives,  the 
Board  should  be  achieving  greater  productivity  and  therefore  be 
able  to  reduce  staff  further.  I  want  to  ask  you  specifically, 
could  the  Board  perform  its  mission  without  substantial 
deterioration  in  customer  service  with  50  less  FTE  than  projected 
in  the  1996  budget? 

Mr.  Bower:  In  addition  to  a  declining  customer  base, 
increased  use  of  technology  and  automation  should  provide 
increased  efficiency.  This  will  require  a  complete  and  thorough 
analysis  of  our  existing  processes  and  systems.  We  can  accomplish 
a  good  part  of  this  through  our  reengineering  and  streamlining 
initiatives.  Included  in  these  efforts  is  a  task  force  the  Board 
recently  formed  to  review  various  reinvention  proposals,  including 
our  field  office  structure.  At  the  same  time,  I  believe  we  need 
to  focus  more  on  our  core  mission  and  concentrate  on  successfully 
performing  tasks  that  are  legally  required.  If  we  do  this,  we  can 
then  look  at  ways  to  provide  additional  services  or  functions  that 
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might  benefit  our  customers.  I  am  confident  that  such  an  approach 
will  enable  us  to  maintain  or  increase  service  with  fewer  staff. 
As  a  result,  I  believe  we  could  continue  to  perform  our  mission 
with  50  fewer  FTE's. 

INSPECTOR  GENERAL  TO  FOCUS  ON  INTERNAL  MANAGEMENT  IMPROVEMENTS 

Mr.  Porter:  Mr.  Dickman,  although  the  subcommittee 
rescission  bill  did  not  affect  your  budget,  we  did  include 
language  encouraging  you  to  focus  on  internal  management 
improvements  at  the  Board.  I  want  to  give  you  the  opportunity  to 
respond  to  that  report  language. 

Mr.  Dickman:  In  January  1995,  the  Office  of  Inspector 
General  issued  two  major  reinvention  proposals  to  the  Board 
Members  that  related  directly  to  the  Administration's  goals 
contained  in  the  NPR  Report.  The  proposals  recommended  that  the 
agency  implement  a  revised  organizational  structure  and  radically 
reduce  the  number  of  field  offices.  The  OIG  estimated  that  the 
RRB  could  reduce  its  total  staffing  by  422  full-time  equivalent 
(FTE)  positions,  reduce  the  number  of  field  offices  from  86  to  10, 
and  realize  an  annual  savings  of  $21.6  million. 

Our  original  reorganization  proposal  was  directed  to  the 
overall  organization  of  the  agency.  We  have  currently  assigned 
members  of  our  audit  staff  to  review  the  organization  of  each  RRB 
bureau  and  formulate  recommendations  for  specific  streamlining 
initiatives. 

This  office  will  continue  to  focus  its  resources  in  major 
areas  in  which  improvements  can  be  made  in  the  management  of  the 
agency.  In  addition  to  our  management  studies  to  improve  the 
agency,  we  will  participate  on  streamlining,  re-engineering  and 
benchmarking  projects,  provide  assistance  regarding  internal 
controls,  and  work  with  agency  management  to  fully  implement 
performance  measures  as  required  by  the  Government  Performance  and 
Results  Act. 

MANAGEMENT  IMPROVEMENTS  INITIATED  BY  RRB 

Mr.  Porter:  Mr.  Bower  and  Mr.  Dickman.  the  National 
Performance  Review  team  initially  recommended  abolishing  the  RRB 
and  having  its  mission  performed  by  other  federal  agencies.  That 
recommendation  was  withdrawn  with  the  understanding  that  much 
needed  management  improvements  would  be  required.  What 
improvements  were  recommended  by  NPR.  what  improvements  have  you 
undertaken,  and  have  these  improvements  been  satisfactory,  in  your 
opinion? 

Mr.  Bower:  On  September  14,  1994,  the  NPR  issued  a  status 
report  on  the  recommendations  from  its  September  1993  report.  The 
status  report  states  that  "NPR's  recommendation  to  restructure  the 
management  of  railroad  industry  benefits  programs  has  been 
deferred  indefinitely,  and  the  Railroad  Retirement  Board  has 
committed  to  acting  on  a  series  of  management  improvements." 

In  this  regard,  we  have  taken  the  first  steps  in 


restructuring  the  agency.  We  have  adopted  a  plan  designed  to 
enhance  the  headquarters  organization  and  to  streamline  the  field 
office  structure.  Effective  January  3.  1995.  the  Board  Members 
approved  a  restructuring  plan  to  streamline  our  claims  processing 
operations,  to  improve  coordination  of  our  administrative  support 
activities,  and  to  consolidate  automation  and  information  system 
functions.  This  restructuring  was  developed  after  careful 
consideration  of  personnel  impacts  and  costs,  including  items  such 
as  bumping  rights  and  separation  payments.  There  is  also  an 
employees  union  which  has  certain  negotiation  rights  in  this  area, 
and  this  potentially  time-consuming  process  is  in  the  early 
stages.  Two  senior  leadership  positions  were  posted,  resulting  in 
hundreds  of  inquiries.  The  applications  are  currently  being 
reviewed  prior  to  scheduling  interviews.  We  recognize  this  is  a 
first  step,  and  expect  the  new  management  team  will  be 
instrumental  in  proposing  further  steps  and  refinements.  The  two 
senior  positions  will  be  filled  within  our  current  allocation 
which  reflects  a  recent  return  of  two  SES  positions  to  0PM. 

Our  reorganization  also  calls  for  revaluation  of  our  field 
service.  Already,  we  have  closed  3  field  offices  in  the  last  2 
years,  voted  to  close  5  more  field  offices,  and  voted  to  close  2 
of  5  regional  offices.  Following  our  reevaluation.  we  anticipate 
closing  more  offices,  but  will  maintain  service  levels  by 
utilizing  modern  technology.  A  task  force  to  review  our  field 
service  structure  has  also  recently  been  established.  We  are  also 
looking  at  alternative  ways  to  deliver  service,  such  as  allowing 
rail  employers  to  accept  applications  for  benefits  and  co-locating 
field  offices  with  other  Federal  agencies. 

We  are  continuing  to  meet  or  exceed  all  of  the  objectives 
under  the  Special  Management  Improvement  Program  (SMIP).  These 
include  improvements  in  claims  processing,  debt  collection,  fraud 
control,  tax  accounting,  trust  fund  integrity  and  information 
systems.  We  expect  to  complete  this  effort  by  the  end  of  fiscal 
year  1996  (on  schedule)  at  a  total  cost  of  about  $12.4  million,  or 
$1.5  million  less  than  originally  planned. 

The  RRB  has  taken  steps  to  build  upon  the  success  of  the 
SMIP.  For  example,  the  agency's  Bureau  of  Survivor  Benefits  has 
been  designated  a  pilot  project  under  the  Government  Performance 
and  Results  Act  of  1993.  In  addition,  we  are  benchmarking  our 
retirement  benefit  program  against  outstanding  administrators  of 
pension  plans.  The  success  of  these  efforts  should  put  the  RRB  in 
an  excellent  position  to  comply  with  requirements  to  report  on 
agency  performance  information  in  future  budget  requests.  We 
expect  to  be  able  to  identify  our  performance  goals  and  to  have 
indicators  in  place  which  will  tell  us  how  well  we  are  meeting  our 
goals.  This  will  provide  RRB  management  with  additional 
information  for  making  decisions  in  key  program  areas. 

We  have  consolidated  three  Chicago-area  facilities  into  the 
headquarters  building.  We  closed  a  satellite  claims  processing 
center  and  a  large  warehouse  facility  and  moved  the  stored  records 
to  the  Federal  Records  Center.  Coupled  with  the  prior  move  of  our 
Chicago  field  office,  the  agency  will  save  about  $834,000  annually 
in  rent  and  other  costs. 
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The  RRB  continues  to  increase  its  debt  management 
capabilities.  For  example,  in  fiscal  year  1994.  we  referred  debts 
totalling  $8.13  million  to  the  IRS.  collecting  slightly  more  than 
$1  million,  making  us  one  of  the  largest  users  of  this  tool.  This 
is  also  one  of  the  most  cost-effective  methods  of  collecting 
debts,  which  can  be  referred  annually  for  up  to  10  years.  We  are 
continuing  with  a  long  range  plan  to  improve  our  debt  collection 
operations.  In  addition,  we  are  proposing  legislation  to  enhance 
the  RRB's  authority  to  collect  debts  by  means  of  administrative 
offset  against  other  Federal  payments. 

We  have  set  a  goal  to  comply  with  the  Chief  Financial 
Officers  Act  of  1990  even  though  this  act  does  not  apply  to  the 
RRB.  Arthur  Andersen  has  conducted  audits  of  the  agency's 
financial  statements  for  the  past  2  years.  Even  though  these 
audits  resulted  in  disclaimers  of  opinion,  we  believe  the  agency 
has  made  great  progress  in  improving  our  financial  operations. 
The  auditors  also  noted  several  material  weaknesses  which  have 
also  been  reported  in  our  most  recent  Federal  Managers'  Financial 
Integrity  Act  report.  We  are  taking  or  have  already  taken 
corrective  action  on  the  auditors  findings  and  recommendations. 

We  recently  centralized  the  scheduling  of  medical  exams  for 
disability  determinations.  Under  this  approach,  agency  staff 
electronically  transmit  exam  requests  to  an  outside  contractor, 
which  secures  a  medical  provider,  schedules  the  exam,  and  contacts 
the  claimant.  Previously,  each  of  our  field  offices  handled  these 
tasks.  This  has  greatly  streamlined  this  area  of  our  operations 
and  has  resulted  in  improved  services  to  our  beneficiaries  while 
providing  cost  containment. 

We  are  continuing  to  use  our  customer  service  survey  results 
to  improve  our  operations.  For  example,  I  have  long  been  a 
proponent  of  encouraging  increased  use  of  the  telephone  to  collect 
information  and  provide  service.  While  I  have  encountered 
resistance,  our  survey  results  showed  almost  80  percent  of  the 
respondents  prefer  using  the  telephone  to  conduct  business.  As  a 
result  of  the  survey,  we  developed  a  Customer  Service  Plan  with 
detailed  performance  standards  in  areas  such  as  claims  processing, 
communication,  and  accountability.  We  believe  this  has  already 
improved  the  services  we  provide  to  our  beneficiaries. 

The  efforts  described  above  are  a  beginning.  Clearly,  we 
need  to  build  on  these  initiatives  and  continue  to  make  progress 
in  restructuring  and  improving  our  operations.  We  recognize  that 
deficit  reduction  initiatives  will  continue  to  limit  budgets  in 
future  years.  We  are  committed  to  continued  streamlining  of  the 
agency  and  to  increasing  our  efficiency  and  productivity. 

Mr.  Dickman:  The  Board  Members  approved  a  new 
organizational  structure  in  January  1995.  After  reviewing  the 
changes,  the  OIG  determined  that  the  structure  remained 
bureaucratic  with  no  significant  change  in  the  number  of  bureaus 
and  offices.  The  OIG  subsequently  recommended  that  the  RRB 
implement  additional,  more  radical  changes  to  streamline 
managerial  and  supervisory  oversight.  The  OIG  also  recommended 
that  RRB  management  develop  a  plan  to  re -engineer  the  field 
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service  delivery  processes  and  reduce  the  number  of  field  offices. 

The  agency  has  recently  assembled  a  task  force  to  conduct  a 
revaluation  of  the  field  service.  The  task  force  is  scheduled  to 
complete  its  work  by  June  1.  1995.  Also,  as  of  this  date,  key 
positions  created  by  the  Board  Members'  reorganization  have  not 
been  filled.  The  agency  is  continuing  to  operate  with  virtually 
the  same  organizational  structure  which  existed  previously. 

ADMINISTRATIVE- COSTS  IN  THE  OFFICES  OF  THE  BOARD 

Mr.  Porter:  Mr.  Bower,  what  efforts  have  you  made  to  reduce 
administrative  costs  in  the  offices  of  the  Board,  and  how  have 
these  reductions  been  distributed? 

Mr.  Bower:  At  the  time  the  Board  approved  the  initial 
allocation  of  funds  for  fiscal  year  1995.  the  Management  Member 
and  I  agreed  to  reduce  our  budget  allocations  for  miscellaneous 
expenditures  by  10  percent  and  6  percent,  respectively.  As  a 
result,  my  budget  was  reduced  by  $3,456  while  the  Management 
Member's  budget  was  reduced  by  $9,660.  I  had  previously  cut  my 
initial  budget  request,  so  I  did  not  have  as  much  flexibility  in 
terms  of  additional  reductions.  The  Labor  Member  is  continuing  to 
assess  his  budgeting  needs.  The  following  table  details  the 
budget  allocation  for  the  three  Board  offices. 

Actual  Actual  Actual  Actual  Current 

Expenses  Expenses  Expenses  Expenses  Allocation 

Board  Office     FY  1991  FY  \992  FY  1993  FY  1994  FY  1995 

Chairman          $411,938  $586,450  $639,202  $561,819  $561,443 

Management  Member    426.861  521.777  575.585  588.412  640.540 

Labor  Member        632.323  747.189  969.450  946.829  1.007.791 

Total        $1.471.122  $1.855.416  $2.184.237  $2  097  060  $2.209.774 

Mr.  Porter:  Does  each  Board  office  have  its  own  separate 
budget,  and  why? 

Mr.  Bower:  Yes.  the  Railroad  Retirement  Board  has 
traditionally  maintained  a  separate  budget  allocation  for  each 
Board  office.  This  approach  has  allowed  each  Board  Member  to 
independently  determine  the  resource  requirements  necessary  to 
operate  his  office.  Each  Board  office  separately  prepares  its 
requests  for  funding  and  each  maintains  responsibility  for  its 
budget  allocation  and  utilization  of  resources.  I  do  not  believe 
this  is  a  good  approach  from  a  cost -accounting  standpoint.  It 
encourages  the  Board  offices  to  determine  how  much  is  needed  for 
their  own  limited  purposes  and  take  it  off  the  top.  so  to  speak. 
Whatever  is  left  over  is  then  divided  up  among  the  rest  of  the 
agency.  I  think  an  executive  budget  that  would  set  aside  a 
limited  amount  for  all  three  Board  Member  offices,  to  be  divided 
among  them  as  they  see  fit.  would  provide  increased  accountability 
and  ensure  needed  functions  receive  adequate  funding. 

FUNDING  OF  INSPECTOR  GENERAL  ACTIVITIES 

Mr.  Porter:  Mr.  Dickman  and  Mr.  Bower,  does  the 
appropriation  for  the  IG  cover  the  cost  of  all  IG  activities,  or 
does  the  IG  receive  some  funding  from  the  Board? 


Mr.  Bower:  All  funding  for  the  administrative  activities  of 
the  Office  of  the  Inspector  General  (OIG)  and  the  Railroad 
Retirement  Board  (RRB)  are  derived  from  the  Railroad  Retirement 
trust  funds  for  which  we  have  fiduciary  responsibility.  The  RRB 
provides  additional  support  to  the  OIG  in  accordance  with  a 
memorandum  of  understanding  (MOU)  signed  in  1986.  However, 
circumstances  and  costs  have  changed  since  the  MOU  was  signed  and 
the  MOU  probably  needs  to  be  revisited.  In  fiscal  year  1986.  the 
OIG  had  a  staff  ceiling  of  20  full-time  equivalent  staff  years 
(FTE's)  and  occupied  about  6.340  square  feet  of  office  space  -■ 
all  of  which  was  in  our  headquarters  building.  Since  then.  OIG 
staffing  increased  to  a  peak  level  of  119  FTE's  in  fiscal  year 
1992.  and  now  stands  at  a  projected  level  of  90  FTE's  in  fiscal 
year  1995.  The  amount  of  office  space  occupied  by  the  OIG  has 
also  risen  in  connection  with  its  increased  staffing.  The  OIG  now 
occupies  over  15.000  square  feet  in  our  headquarters  building  and 
has  additional  office  space  in  Philadelphia  (1.800  square  feet) 
and  Houston  (1.500  square  feet). 


In  fiscal  year  1995.  we  expect  our  costs  under  the  MOU  to 
total  $728,184.  Services  we  provide  to  the  OIG  include: 
assistance  with  recruiting,  training  and  personnel  work:  certain 
budget  and  accounting  services:  data  processing  support:  in-house 
printing  services:  administrative  services  related  to  purchasing 
and  contracting;  and  custodial  services.  In  fiscal  year  1995.  we 
expect  that  these  services  will  require  about  5.25  full-time 
equivalent  staff  years,  at  a  cost  of  $256,725. 

In  addition,  we  provide  funding  for  other  costs,  including 
the  following:  rent  of  office  space  in  headquarters  and  two  field 
offices,  postage,  utilities,  communications,  printing  and 
reproduction,  repairs  and  maintenance,  payments  to  the  Treasury, 
data  processing,  and  stock  supplies.  In  fiscal  year  1995.  we 
expect  that  these  costs  will  total  $471,459. 

The  following  chart  shows  RRB  costs  for  support  of  the  OIG 
since  fiscal  year  1991. 

Fiscal  years 


1991 


1992 


1993 


1994 


1995 


Salary  and  benefits    $199.500   $  214.200  $228.779   $244.519   $256.725 

Transportation  of 

things  200        200      200      200      200 

Rent,  postage. 

utilities  and 

communications       304.075     342.776   374.323   341.570   354.541 


Printing  and 
reproduction 

Other  services* 

Supplies 

Equipment 
Subtotal 
miscellaneous 

Total 


2.366 
44.930 
10.000 
30.000 

391.571 
$591.071 


4.900 

401.093 

11.088 

30. 000 


3.012 

112.282 

15.474 

Q 


790  057   505.291 


tl .004.257  $734.070 


5.148 

93.619 

12.331 

Q 

452.868 

$697.387 


5.354 

97.364 

14.000 

Q 

471.459 
$728.184 


*  Amounts  include  the  following:  repairs  and  maintenance,  staff 
medical  examinations  (in  fiscal  year  1992  only),  payments  to  the 


Treasury,  and  data  processing  services  charged  to  the  Office  of 
Inspector  General . 

Additionally,  in  fiscal  year  1993  the  RRB  provided  $269,600 
to  help  fund  a  fixed  price  contract  with  Arthur  Andersen  and 
Company  to  have  the  RRB's  financial  statements  audited. 

The  Office  of  Inspector  General  does  receive  some  funding 
from  the  Health  Care  Financing  Administration  as  reimbursement  for 
certain  Medicare- related  activities.  These  funds,  which  are 
separately  apportioned  by  the  Office  of  Management  and  Budget, 
currently  total  $412,000  for  fiscal  year  1995. 

Mr.  Dickman:  The  Office  of  Inspector  General  does  not 
receive  funding  from  the  RRB.  The  agency  does  pay  for  certain 
administrative  costs,  as  set  forth  in  the  Inspector  General  Act  of 
1978. 

The  IG  does  receive  reimbursable  funding  from  the  Health 
Care  Financing  Administration  for  expenses  incurred  for  Medicare 
Part  B  program  investigations. 

Mr.  Porter:  Why  are  IG  administrative  costs  allocated  to 
the  RRB  budget  and  is  this  an  appropriate  system  of  allocating 
expenses? 

Mr.  Bower:  Section  6(c)  of  the  Inspector  General  Act  of 
1978.  requires  the  agency  to  provide  office  space,  equipment, 
supplies,  and  communications  needs,  and  necessary  maintenance  for 
these  items.  The  Railroad  Retirement  Board  (RRB)  and  the  Office 
of  Inspector  General  established  a  memorandum  of  understanding 
(MOU)  in  October  1986  to  provide  the  required  items,  as  well  as 
additional  ones.  The  MOU  states  that  the  RRB  agrees  to  bear  costs 
such  as  rental  charges,  utilities  and  telephone  service,  mailroom 
services,  custodial  services,  use  of  surplus  furniture,  and 
furnish  all  other  supplies  and  services  provided  to  bureaus  and 
offices  of  the  agency  without  charges  against  their  budgets. 
Again,  from  a  cost-accounting  standpoint,  such  an  approach  is  less 
than  desirable,  since  costs  attributable  to  one  operation  are 
actually  funded  by  another. 

Mr.  Dickman:  In  recognition  of  the  requirements  of  Section 
6(c)  of  the  Inspector  General  Act  of  1978.  the  RRB  agreed  to 
furnish  certain  facilities  and  services  to  the  OIG  without 
charges,  except  where  charges  are  required  by  law. 

In  a  Memorandum  of  Understanding  dated  October  8.  1986 
between  the  Railroad  Retirement  Board  and  the  Office  of  Inspector 
General,  certain  facilities  and  services  are  furnished  to  the  OIG 
to  the  same  extent  as  if  the  OIG  were  any  other  office  or  bureau 
within  the  agency.  These  services  include  office  space,  space  in 
field  office  locations,  utilities  and  telephone  service,  mailroom 
service  and  in-house  printing  services.  This  agreement  is 
consistent  with  the  arrangements  made  by  many  Offices  of  Inspector 
General  and  their  related  agencies. 
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INSPECTOR  GENERAL  FTE  LEVELS 

Mr.  Porter:  Mr.  Dickman,  how  many  FTE's  did  you  have  in 
1994.  how  many  do  you  have  on  board  now.  and  how  many  do  you 
project  for  1996? 

Mr.  Dickman:  The  016  used  93  FTE's  in  FY  1994.  Our 
approved  staffing  level  for  FY  1995  is  90  FTE's.  and  we  currently 
have  89  individuals  on  staff.  We  will  meet  the  FY  1996  level  of 
85  FTE's. 

Mr.  Porter:  Given  the  President's  executive  order  regarding 
downsizing,  why  aren't  the  IG  FTE  numbers  coming  down? 

Mr.  Dickman:  The  OIG  is  required  to  meet  the  same  reduced 
staffing  levels  as  other  agencies  in  the  Executive  Branch.  Due  to 
the  relatively  small  size  of  the  office,  these  reductions  are 
having,  and  will  continue  to  have,  a  significant  impact  on  our 
operations.  As  the  table  below  indicates.  OIG  staffing  will 
decrease  from  an  authorized  level  of  119  FTE's  in  FY  1992  to  80 
FTE's  in  FY  1997.  a  33  percent  reduction. 

FY  1992    FY  1993    FY  1994    FY  1995    FY  1996   FY  1997 

119       105       93       90       85       80 

At  the  close  of  FY  1995,  the  OIG  will  have  84  persons  on 
staff.  This  number  will  decrease  even  more  in  FY  1996.  Unlike 
the  agency,  we  have  made  significant  progress  in  streamlining  our 
operations  and  reducing  the  layers  of  management  in  our 
organization.  We  have  eliminated  one  of  our  two  SES  positions  and 
a  GS-15,  Special  Agent  in  Charge  position.  We  will  continue  to 
focus  on  reducing  the  number  of  managerial  positions  during  our 
ongoing  review  of  the  OIG  organization  and  operating  procedures. 

OTHER  INSPECTOR  GENERAL  MATTERS 

Mr.  Porter:  Mr.  Dickman.  would  you  please  bring  us  up  to 
date  on  the  status  of  proceedings  involving  your  predecessor? 

Mr.  Dickman:  Based  upon  a  referral  from  GAO.  we  initiated 
an  internal  investigation  of  allegations  of  misconduct  and  abuse 
of  office  by  the  former  Inspector  General  and  the  former  Assistant 
Inspector  General  for  Investigations.  We  are  currently  working 
with  the  Public  Integrity  Section  of  the  Department  of  Justice, 
and  hope  to  complete  the  investigation  in  the  very  near  future. 
We  will,  of  course,  keep  the  committee  informed  of  the  outcome  in 
this  very  serious  matter. 

INCREASE  IN  AGENCY  TRAVEL  BUDGET 

Mr.  Porter:  Mr.  Bower,  the  budget  requests  a  large  increase 
for  travel.  Given  the  reduction  in  FTE,  why  are  these  expenses 
increasing? 

Mr.  Bower:  Despite  the  decrease  in  our  FTE  level,  travel 
costs  are  expected  to  increase  for  the  following  reasons.  We  will 
be  closing  several  of  our  field  offices  in  the  near  future  and 
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expect  that,  in  all  likelihood,  several  additional  offices  will 
also  close.  The  office  closings  might  require  an  increase  in 
itinerant  service  travel  in  order  to  provide  necessary  service 
levels  for  our  beneficiaries.  Also,  increased  per  diem  rates,  as 
well  as  increases  in  other  travel  costs,  have  contributed  to  the 
increase.  Finally,  the  fiscal  year  1996  budget  includes  funds  for 
a  planned  national  managers  meeting.  These  meetings  allow  all 
field  managers  to  receive  identical  briefings  and  training  at 
headquarters  on  key  developments  and  initiatives  in  the  agency. 
Historically,  these  beneficial  meetings  were  held  every  couple  of 
years,  but  budget  constraints  have  reduced  their  frequency  in 
recent  years.  The  last  such  meeting  was  held  in  November  1991. 

REENGINEERING  OF  CLAIMS  PROCESSING  SYSTEMS 

Mr.  Porter:  As  the  RRB  downsizes,  do  you  plan  to  reengineer 
the  claims  processing  systems  to  achieve  greater  productivity? 

Mr.  Bower:  On  December  1.  1993.  the  Board  Members  sent  the 
Director  of  the  Office  of  Management  and  Budget  a  detailed  plan  to 
streamline  the  agency's  operations.  One  aspect  of  this  plan  is  an 
initiative  to  reengineer  work  processes  to  ensure  we  deliver 
customer  services  at  the  level  called  for  in  Executive  Order 
12862. 

In  January  1994.  we  formed  a  reengineering  team.  Its  early 
efforts  were  directed  at  personnel,  budget,  procurement,  and 
financial  functions.  The  team  has  completed  its  efforts  in  some 
areas  and  is  nearing  completion  in  others.  A  primary  purpose  in 
starting  its  efforts  in  these  areas  was  for  the  team  members  to 
gain  experience  in  applying  reengineering  concepts  before  tackling 
our  major  claims  processing  activities.  In  accordance  with  the 
December  1993  plan,  the  team  has  now  shifted  its  attention  to  the 
claims  processing  areas  and  developed  an  approach  to  begin  the 
reengineering  of  the  claims  processing  methods.  The  reengineering 
efforts  will  focus  on  delivering  the  level  of  customer  service 
expected  in  Executive  Order  12862  at  the  lowest  possible  cost. 
The  team  believes  that  there  are  opportunities. to  reduce  costs  and 
processing  cycles  by  reengineering  the  existing  processes,  and  I 
have  absolutely  no  doubt  there  are  savings  to  be  achieved. 

DEBT  COLLECTION 

Mr.  Porter:  The  Board  has  been  criticized  for  its  weak  debt 
collection  systems.  What  progress  have  you  made  in  this  area? 

Mr.  Bower:  Because  the  retirement  and  survivor  receivables 
were' in  such  poor  condition,  they  were  centralized  in  our  Bureau 
of  Fiscal  Operations  beginning  in  May  1993  to  strengthen  debt 
management.  Earlier,  in  1989.  the  RRB  installed  an  accounts 
receivable  system  to  manage  and  control  the  agency's  receivables. 
This  system  was  purchased  from  American  Management  Systems.  It 
had  the  capability  to  produce  bills  and  dunning  notices,  track 
receivables  through  the  various  stages  of  collections,  accrue 
interest  and  penalties,  track  and  post  credits,  and  produce  a 
variety  of  management  control  reports.  An  analysis  of  the 
receivable  system  performed  in  1992  indicated  that  the 
capabilities  of  the  system  were  not  being  utilized  to  manage  and 
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control  retirement  and  survivor  debts.  Manual  systems  which 
relied  on  manual  case  file  review  were  used  to  manage  and  control 
the  retirement  and  survivor  debt.  This  led  to  weaknesses  in  the 
agency's  system  of  internal  controls. 

The  two  primary  remedies  available  to  recover  the 
overpayment  of  retirement  and  survivor  benefits  are  reclamation 
and  benefit  offset.  Reclamation  is  the  process  of  recovering, 
from  the  financial  institution,  erroneous  benefits  paid  after  the 
death  of  an  annuitant.  Benefit  offset  is  the  process  of 
recovering  the  overpayment  of  benefits  from  subsequent  benefits 
payable  to  the  annuitant.  Other  recovery  remedies  include 
referral  to  private  collection  agencies,  offset  of  Federal 
salaries  and  income  tax  refunds,  and  referral  to  the  Department  of 
Justice  for  civil  suit  and  enforcement  of  criminal  restitution 
orders . 

With  this  in  mind,  an  analysis  was  performed  to  determine 
the  condition  of  the  retirement  and  survivor  accounts  receivable. 
The  first  analysis  performed  was  to  separate  debtors  with 
continuing  benefits  from  deceased  beneficiaries.  Once  separated, 
further  analyses  were  performed  to  determine  whether  debts  from 
debtors  with  continuing  benefits  were  being  recovered  and  whether 
reclamation  actions  were  being  initiated  timely.  These  analyses 
disclosed  deficiencies  in  the  timely  recovery  of  debts  from 
debtors  with  continuing  benefits  and  in  the  timely  recovery  of 
debts  relating  to  the  death  of  a  beneficiary.  In  addition, 
analyses  also  disclosed  that  much  of  the  debt  could  be  prevented 
if  the  data  available  to  the  agency  was  better  utilized. 

The  first  steps  taken  by  the  Board  to  improve  its  handling 
of  receivables  were  in  the  area  of  debt  prevention.  Procedural 
changes  were  made  to  better  utilize  the  death  information  received 
from  the  Health  Care  Financing  Administration  (HCFA).  A  special 
centralized  unit  was  formed  to  confirm  deaths  reported  through 
HCFA  by  immediate  contact  of  family,  funeral  homes,  etc.,  in  order 
to  terminate  benefits  more  timely.  The  agency's  previous 
procedure  was  to  send  information  on  these  reported  deaths  to  our 
field  offices  for  confirmation.  This  procedure  sometimes  delayed 
the  termination  of  benefits  for  up  to  6  months.  Our  new  procedure 
significantly  reduces  the  amount  of  benefits  being  erroneously 
paid  to  deceased  annuitants  in  this  category. 

Procedures  regarding  the  handling  of  electronic  fund 
transfer  (EFT)  payments  returned  by  financial  institutions  because 
the  annuitant's  account  had  been  closed  were  changed.  In  the  past 
when  this  situation  occurred,  the  agency's  procedure  was  to  send  a 
check  to  the  annuitant's  last  known  address.  In  many  cases,  the 
annuitant  was  deceased  and  this  practice  resulted  in  an  erroneous 
payment  of  benefits.  Our  new  procedure  is  to  send  the  annuitant  a 
notice  advising  that  the  EFT  payment  has  been  returned  by  the 
financial  institution  and  requesting  new  instructions  for  paying 
benefits.  In  many  instances  we  find  that  the  annuitant  is 
deceased.  This  procedural  change  eliminates  erroneous  benefits 
being  paid  to  deceased  annuitants  in  this  category. 

On  March  25.  1994.  we  commenced  using  the  Death  Notification 
Entry  (DNE).  DNE  is  an  electronic  transmission  to  financial 
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institutions  of  confirmed  dates  of  death  of  annuitants  receiving 
payments  through  EFT.  The  financial  institution  marks  its  records 
and  is  required  to  return  payments  transferred  after  the  date  of 
death . 

The  Board  next  addressed  its  current  processing  in  regards 
to  the  agency's  handling  of  report  of  death  cases  and  the  recovery 
of  erroneous  payments  made  after  death.  Under  this  process,  a 
delay  of  45  days  was  placed  on  the  establishment  and  recovery  of 
debts  resulting  from  erroneous  payments  made  after  death  to  allow 
time  for  non -negotiated  payments  to  be  returned  to  the  agency. 
The  Board  relies  solely  on  manual  controls  to  ensure  that  debts 
are  established  on  the  agency's  accounts  receivable  system  after 
the  45-day  period  has  lapsed  and  to  initiate  recovery  action  by 
reclaiming  the  payments  through  the  Department  of  the  Treasury 
(Treasury).  A  review  of  a  small  sampling  of  reclamation  cases  by 
the  agency's  Office  of  Inspector  General  found  that  reclamations 
were  not  performed  on  16  percent  of  the  cases  requiring 
reclamation  action.  Also,  this  process  was  cited  as  containing 
weaknesses  in  the  system  of  internal  accounting  control  by  the 
RRB's  external  auditors.  This  process  has  led  to  delays  in 
initiating  reclamations  and  resulted  in  a  loss  of  recoveries 
through  expiration  of  the  statute  of  limitations,  errors  and 
omissions.  In  order  to  correct  these  weaknesses,  the  Board  has 
commenced  the  development  of  an  automated  process  that  will 
recognize,  calculate,  and  establish  a  receivable,  and  initiate  DNE 
and  reclamation  actions  once  a  beneficiary's  death  is  confirmed 
and  the  annuity  is  terminated.  The  pending  period  will  be 
controlled  automatically.  This  automated  process  is  scheduled  to 
be  implemented  in  June  1995. 

We  also  found  a  problem  with  the  processing  of  non- 
negotiated  payments  issued  after  death  that  had  been  returned  by 
Treasury.  These  returned  payments  are  received  on  magnetic  tape. 
Upon  receipt  of  this  tape,  the  RRB  matched  these  returned  payments 
against  its  accounts  receivable  system  to  determine  whether  a 
receivable  existed.  When  the  data  matched,  a  manual  work 
assignment  was  made.  We  discovered  that  these  returned  payments 
were  not  always  being  posted  to  established  debts.  This  had  the 
effect  of  inflating  the  agency's  receivables  and  occasionally 
caused  unnecessary  actions  to  be  taken  to  recover  debts  that  did 
not  exist.  In  February  1994.  we  were  able  to  mechanically 
identify  850  returned  payments  totaling  $600,000  and  apply  them  to 
their  respective  established  debts.  Another  7,400  returned 
payments  were  identified  but  required  manual  review  to  determine 
whether  the  returned  payment  had  been  properly  credited  to  the 
debt.  We  have  assigned  staff  to  review  these  returned  payments 
and  post  them  to  the  receivable,  when  necessary.  In  order  to 
correct  this  problem,  the  Board  began  development  of  an  automated 
process  that  will  post  these  returned  payments  to  their 
corresponding  receivables.  This  process  should  be  implemented  by 
June  1995.  In  the  interim,  the  manual  work  assignments  created 
under  the  current  process  are  now  being  segregated  and  assigned  to 
one  area  for  priority  handling. 

The  Board  next  looked  into  its  handling  of  overpayments  made 
to  beneficiaries  currently  receiving  benefit  payments  to  determine 
whether  any  processing  changes  could  be  made  to  improve  efficiency 
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and  control.  Many  problems  were  found.  The  agency's  policy  at 
the  time  was  to  issue  separate  notices  to  the  annuitant  to  correct 
the  annuity  rate  and  to  inform  the  annuitant  of  the  amount 
overpaid.  The  overpayment  notice  was  to  follow  the  rate 
correction  notice  by  approximately  60  days.  Both  notices  were 
manually  typed  by  an  offsite  typing  pool  and  the  release  of  the 
rate  correction  notice  was  being  manually  tracked.  Control  was 
often  lost  and  new  backlogs  of  unissued  overpayment  notices 
developed.  In  some  cases,  it  was  taking  a  year  or  more  after  the 
annuitant's  rate  had  been  corrected  to  release  an  overpayment 
notice.  Once  the  overpayment  notice  was  released  no  entries  were 
made  into  the  agency's  accounts  receivable  system  to  show  that  the 
bill  had  been  released.  The  number  of  unissued  overpayment 
notices  were  estimated  at  8,600  cases  at  the  end  of  fiscal  year 
1993.  Also,  at  the  end  of  fiscal  year  1993  the  RRB  had  a  backlog 
of  33,700  unworked  cases  targeted  by  the  Special  Management 
Improvement  Plan  (SMIP).  The  external  auditors  reported  in  their 
Memorandum  of  Internal  Control  Structure  that  data  on  the  results 
of  worked  backlogged  cases  was  not  always  entered  accurately  in 
the  agency's  accounts  receivable  system  and  that  the  inadequate 
tracking  of  the  benefit  overpayments  resulted  in  a  material 
weakness  in  the  system  of  internal  accounting  control. 

In  order  to  correct  this  problem,  the  Board,  in  September 
1993,  directed  the  agency  to  combine  the  rate  correction  notice 
with  the  overpayment  notice,  develop  technology  to  use  a  PC/LAN 
based  system  to  prepare  the  combined  notice,  and  to  upload  the 
initial  accounts  receivable  data  into  the  agency's  accounts 
receivable  system.  This  system  was  developed  and  fully 
implemented  by  the  agency's  program  operation  in  September  1994. 
The  implementation  of  this  system  prevented  the  number  of  unissued 
bills  from  growing.  It  also  provided  the  agency  with  a  vehicle 
for  preparing  and  releasing  its  unissued  bills.  At  present,  the 
number  of  debts  in  the  agency's  accounts  receivable  system  with 
unissued  bills  is  estimated  at  2,100  cases.  These  bills  and 
notices  are  issued  by  the  agency's  Office  of  Retirement  and 
Survivor  Programs. 

In  addition  to  the  above,  other  changes  to  current 
processing  are  being  developed  and/or  implemented.  These  include: 

-  automatic  referral  of  potential  fraud  check  cases  to  the 
Office  of  Inspector  General, 

-  a  comprehensive  system  for  referring  and  handling  reclamation 
and  restitution  cases  was  recently  agreed  to  by  the  Office  of 
Inspector  General , 

-  timely  notice  of  debts  accrued  by  beneficiaries  prior  to 
death  to  executors/administrators  of  estates  and  personal 
representatives  of  decedents, 

-  accrual  of  interest  and  penalty  on  delinquent  debt. 

-  tracking  of  new  delinquent  debt  and  placement  into 
appropriate  collection  programs,  and 

-  utilization  of  a  lockbox  to  receive  all  payments  and  responses 
to  debt  correspondence. 

The  agency  has  been  taking  a  systematic  approach  to 
addressing  its  receivable  problems.  The  Board's  initial  effort 
was  to  improve  current  processing  in  troublesome  areas  to  stop  the 
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loss  of  revenues  and  to  prevent  backlogs  from  growing  larger.  The 
first  actions  were  taken  in  the  area  of  debt  prevention  to  reduce 
the  numbers  and  amounts  of  overpayments  being  issued.  This 
resulted  in  reducing  the  number  of  erroneous  payments  issued  after 
the  death  of  beneficiaries.  Next,  our  actions  were  directed  at 
improving  the  processes  used  in  debt  recovery.  This  resulted  in 
the  development  of  automated  processes  to  replace  inefficient  and 
ineffective  manual  systems.  The  most  noteworthy  of  these 
processes  include  our  PC/LAN  generated  combination  rate 
correction/overpayment  notice  and  our  automatic  reclamation  and 
returned  check  processing  systems.  Once  debt  prevention  was 
implemented  and  our  current  processing  was  improved,  we  devoted 
our  attention  to  the  large  workloads.  The  Board  has  initiated 
projects  to  reduce  workloads  in  the  following  areas: 

-  post  unapplied  cash  credits  (3.300  accounts  existed  as  of 
1/93.  2.600  currently). 

-  post  unapplied  payments  returned  from  financial  institutions 
(4.000  accounts  existed  as  of  3/94.  2.000  currently). 

-  adjust  accounts  being  recovered  by  benefit  offset  to 
accurately  reflect  amounts  recovered  (3.400  accounts  needed 
adjustment  as  of  8/93.  those  adjustments  were  completed  in 
1/95). 

-  issue  overpayment  notices  to  debtors  receiving  benefits 
(11.800  needed  to  be  issued  as  of  2/93,  2.100  in  4/95), 

-  make  waiver  determinations  (2.800  accounts  needed 
determinations  as  of  3/95.  project  commenced  in  4/95). 

-  analyze  aged  receivables  to  determine  collectibility  and 
schedule  as  uncollectible,  if  necessary,  which  reflects  our 

expected  inability  to  collect  on  previously  backlogged  cases 
(raised  allowance  for  doubtful  accounts  from  1.22  percent  on 
9/30/92  to  31.10  percent  on  9/30/94).  and. 

-  refer  delinquent  accounts  to  enforcement  programs  (IRS/private 
collection  agencies'  collections  increased  from  $408,000  for 
1990  to  $1.1  million  for  1994). 

It  appears  that  our  methodology  is  working.  The  agency's 
retirement  and  survivor  receivable  balance  has  decreased  from 
$92.3  million  at  the  end  of  fiscal  year  1993  to  $79.2  million 
currently.  Collections  showed  a  4.7  percent  increase  in  fiscal 
year  1994.  even  though  debt  preventative  measures  were  implemented 
which  reduced  the  receivable  base.  (Note:  Debts  established 
decreased  by  21.8  percent).  Debts  waived  or  written-off  increased 
by  47.1  percent.  Our  operation  plan  projects  that  all  current 
backlogs  will  be  eliminated  in  fiscal  year  1997. 

In  their  audit  of  the  agency's  financial  statements  for 
fiscal  year  1993.  the  external  auditors  noted  several  weaknesses 
in  the  system  of  internal  accounting  control  regarding  the 
agency's  management  of  retirement  and  survivor  receivables.  The 
agency  made  a  number  of  changes  to  cure  these  deficiencies.  In 
their  report  for  fiscal  year  1994.  the  external  auditors  noted 
that  their  recommendations  pertaining  to  the  agency's  management 
of  the  retirement  and  survivor  debt  were  implemented. 
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INSPECTOR  GENERAL -S  RESPONSE 

Mr.  Dickman:  Mr.  Chairman,  although  this  question  was  not 
addressed  to  the  Inspector  General.  I  would  like  to  provide  my 
analysis  of  the  progress  in  the  debt  collection  area.  The  Office 
of  Inspector  General  (OIG)  has  issued  five  audit  reports  in  the 
last  two  years  which  address  the  new  debt  collection  system. 
These  reports  identified  numerous  problems  which  have  been  or  are 
being  corrected. 

In  addition,  the  OIG  has  monitored  the  centralization  of  the 
debt  collection  activities  under  a  senior  executive.  Mr.  Thomas 
McCarthy,  as  a  part  of  our  oversight  of  the  Special  Management 
Improvement  Program  (SMIP).  The  SMIP  was  initiated  in  1989  based 
on  concerns  raised  by  the  OIG  regarding  serious  management 
problems  in  several  areas  at  the  RRB.  including  debt  collection. 
A  team  of  experts,  under  the  direction  of  the  Office  of  Management 
and  Budget,  made  recommendations  for  improvement  which  led  to  a 
five  year  performance  agreement  whereby  funds  are  provided 
annually  based  upon  the  agency  meeting  certain  performance 
improvement  levels.  The  OIG  was  asked  to  monitor  the  agency's 
progress  and  report  semiannually  on  the  results  of  that 
monitoring. 

The  Office  of  Inspector  General's  reviews  of  debt  collection 
activities  show  that,  even  though  improvements  are  being  made, 
serious  problems  still  exist  in  this  critical  area.  For  example, 
the  RRB's  Debt  Recovery  Division  is  not  pursuing  collection  of 
2.644  cases  totalling  $12.6  million  in  which  debtors  have 
requested  waivers.  In  2,485  cases,  the  debtors  are  still 
receiving  benefit  payments  from  the  agency.  In  half  of  these 
cases,  waiver  cases  have  been  pending  for  over  a  year.  This  poor 
quality  of  service  has  a  significant  impact  on  our  elderly 
beneficiary  population,  and  has  resulted  in  negative  publicity  for 
the  agency. 

The  Office  of  Inspector  General  has  also  been  working  to 
obtain  the  information  we  need  from  Mr.  McCarthy  in  order  to 
perform  our  Congressional ly  mandated  mission.  After  Mr.  McCarthy 
assumed  the  responsibility  for  the  Debt  Recovery  Division,  the 
routine  sharing  of  information  needed  to  perform  the 
investigations  was  abruptly  ended.  The  files  needed  by  the  OIG 
staff  began  to  be  stored  in  locked  files  and  the  procedures  for 
referring  cases  of  suspected  criminal  fraud  which  were  identified 
through  computer  matches  were  ignored.  The  number  of  referrals 
decreased  to  a  negligible  amount  and  the  new  procedures  impeded 
the  timely  completion  of  the  investigative  process. 

The  overall  debt  collection  area  remains  a  concern  to  the 
Office  of  Inspector  General  because  the  outstanding  debt  balance 
continues  to  affect  the  trust  funds.  As  the  following  table 
shows,  the  Railroad  Retirement  Board's  financial  statements 
indicate  the  accounts  receivable  balances  (expressed  in  millions 
of  dollars)  have  remained  relatively  stable. 
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FY  1994 

FY  1993 

FY  1992 

Outstanding  Debt 

$  96.1 

$101.9 

$  73.9 

Allowances  for  Doubtful 
Accounts 

$  27.9 

$  24.8 

$  2.3 

Accounts  Receivable 
Balance 

$  68.2 

$  77.1 

$  71.7 

However,  these  figures  must  be  clarified.  The  actual 
receivable  balances  have  been  reduced  by  accounting  estimates  of 
the  amount  which  may  be  uncollectible  (Allowances  for  Doubtful 
Accounts).  In  reality,  the  amount  of  outstanding  debt  for  the 
above  fiscal  years  was  much  larger.  For  example,  the  actual 
outstanding  debt  balances  for  FY  1994  and  FY  1993  were  $101.9 
million  and  $96.1  million,  respectively.  As  the  table  above 
shows,  the  outstanding  debt  is  reduced  by  the  accounting  estimate 
to  arrive  at  the  accounts  receivable  balance. 

Also,  although  the  financial  statements  indicate  that  the 
receivables  balance  from  FY  1994  to  FY  1993  was  reduced  by  $9 
million  or  11.6  percent,  the  actual  decrease  was  $5.8  million  or 
5.7  percent.  The  difference  of  $3.1  million  is  due  to  an  increase 
in  the  accounting  estimate. 

In  addition,  although  the  amount  of  outstanding  debt  is 
decreasing,  the  decrease  is  not  wholly  attributable  to  collecting 
the  debts.  A  large  portion  of  the  debt  has  been  waived  or  written 
off.  The  amount  of  debt  which  has  been  waived  or  written-off  has 
increased  from  $8.4  million  in  fiscal  year  1992  to  $15.2  million 
in  fiscal  year  1994. 

The  current  financial  statements  indicate  that  the  agency 
estimates  that  over  25  percent  of  the  current  outstanding  debt 
will  not  be  collected.  This  situation  is  expected  to  continue  for 
the  next  few  years  as  the  older  backlog  cases  are  completed. 

In  analyzing  the  debt  collection  activities  which  are  used, 
the  most  productive  have  been  those  activities  which  were 
recommended  by  the  Office  of  Management  and  Budget  Management 
review  or  those  which  were  made  available  by  recent  amendments  to 
the  Debt  Collection  Act.  For  example,  the  amount  of  outstanding 
debt  collected  through  offsets  with  the  Internal  Revenue  Service 
have  increased  from  $611,000  in  fiscal  year  1992  to  over  $1 
million  in  fiscal  year  1994.  This  was  not  Mr.  McCarthy's 
initiative;  rather  it  was  recommended  by  the  0MB  SWAT  team  and  was 
made  available  through  Congressional  action. 

While  it  appears  that  Mr.  McCarthy's  debt  collection 
activities  have  been  innovative  and  a  significant  improvement,  the 
details  indicate  that  the  agency  is  not  collecting  a  significant 
amount  of  the  outstanding  debt,  and  will  continue  to  waive  and 
write-off  the  debts  in  significant  amounts. 
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SPECIAL  MANAGEMENT  IMPROVEMENT  PROGRAM  AS  A  MODEL 

Mr.  Porter:  The  Social  Security  Administration  is  in  the 
midst  of  major  automation  and  disability  reengineering 
initiatives.  In  your  opinion,  is  the  RRB-OMB  Special  Management 
Improvement  Program  a  model  on  which  we  could  base  the  SSA 
initiatives?  Specifically,  do  you  think  that  a  written  contract 
with  OMB  and  specific  performance  measures  could  help  achieve 
progress  at  SSA? 

Mr.  Bower:  Yes.  We  have  found  the  agreement  effectively 
emphasizes  results  and  accountability,  as  well  as  cost  controls. 

Since  we  began  the  SMIP  in  fiscal  year  1992.  we  have  found 
that  establishing  specific  performance  measures  in  a  written 
contract  with  the  Office  of  Management  and  Budget  (OMB)  has  been 
very  helpful  in  managing  these  projects.  The  performance  measures 
have  helped  us  to  maintain  effective  control  over  these 
initiatives,  to  optimize  our  use  of  resources,  and  to  track  our 
progress  consistently  over  a  multi-year  period.  As  we  have  met, 
or  exceeded,  the  established  goals  for  each  year,  we  have  been 
able  to  demonstrate  to  OMB  and  to  the  Congress  that  their 
continued  support  for  the  SMIP  was  justified.  OMB  officials  have 
been  most  helpful  throughout  this  agreement. 

NUMBERS  OF  RAILROAD  EMPLOYEES  AND  RRB  BENEFICIARIES 

Mr.  Porter:  Please  provide  a  table  for  the  record  for  the 
years  1950-2010  indicating  the  actual  and  projected  numbers  of 
active  rail  laborers  and  RRB  beneficiaries. 

Mr  Bower:  The  following  table  contains  the  numbers  you  have 
requested. 

Average  Rail  Employment  and  Number 
of  Railroad  Retirement  Annuitants 
Calendar  Years  1950  Through  2010 


Average 

Average  number 

Year 

Employment 

of  annuitants 

1950 

1.421.000 

387.329 

1951 

1.476.000 

407.871 

1952 

1.429.000 

503.093 

1953 

1.405.000 

531.126 

1954 

1.250.000 

561.727 

1955 

1.239.000 

616.023 

1956 

1.220.000 

651.297 

1957 

1.150.000 

678.752 

1958 

984.000 

705.380 

1959 

949.000 

741.770 

1960 

909.000 

790.325 

1961 

836.000 

821.138 

1962 

815.000 

838.361 

1963 

790.000 

863.830 

1964 

775.000 

874.212 

1965 

753,000 

888.770 

1966 

741.000 

921.000 
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1967 

713.000 

937.000 

1968 

683.000 

951.100 

1969 

659.000 

961.600 

1970 

640.000 

968.300 

1971 

611.000 

981.700 

1972 

589.000 

983.900 

1973 

584.000 

986.900 

1974 

592.000 

985.300 

1975 

548.000 

1.012.900 

1976 

540.000 

1.020.800 

1977 

546.000 

1.023.000 

1978 

542.000 

1,018.500 

1979 

554.000 

1.012.800 

1980 

532.000 

1.005.700 

1981 

503.000 

997.200 

1982 

440.000 

988.200 

1983 

395.000 

979.500 

1984 

395.000 

968.100 

1985 

372.000 

953.900 

1986 

342.000 

942.000 

1987 

320.000 

929.400 

1988 

312.000 

913.100 

1989 

308.000 

905.400 

1990 

296.000 

890.700 

1991 

285.000 

876.200 

1992 

276.000 

857.900 

1993 

271.000 

837,100 

1994 

266.000 

815.100 

1995 

256.000 

797.100 

1996 

248.000 

773.700 

1997 

241.000 

750.900 

1998 

234.000 

727.800 

1999 

228.000 

704.500 

2000 

221.000 

681.100 

2001 

215.000 

657.800 

2002 

209.000 

635.500 

2003 

204.000 

614.400 

2004 

198.000 

594.400 

2005 

193.000 

575.600 

2006 

188.000 

558.600 

2007 

183.000 

543.700 

2008 

178.000 

530.700 

2009 

173.000 

519.400 

2010 

169.000 

509.200 

Note:  For  years  1950  through  1965.  the  numbers  shown  for 
annuitants  represent  those  in  current-pay  status  on 
June  30  of  that  year. 

Data  for  1995  and  later  are  based  on  the  intermediate 
assumption  of  the  Railroad  Retirement  Board's 
Nineteenth  Actuarial  Valuation. 

RRB  COSTS  FOR  RENTAL  SPACE 

Mr.  Porter:  Please  provide  a  short  description  for  the 
record  of  the  budget  request  regarding  6SA  standard  level  user 
charges  (SLUC). 
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Mr.  Bower:  Our  budget  request  for  fiscal  year  1996  includes 
sufficient  funding  to  pay  actual  costs  for  rental  space  provided 
by  the  General  Services  Administration  (GSA)  instead  of  the 
standard  level  user  charge  (SLUC),  which  is  the  commercially 
equivalent  rate.  This  request  is  consistent  with  our  budgets  in 
previous  years,  and  reflects  an  agreement  we  reached  with  GSA  in 
November  1994  concerning  our  costs  for  rental  space.  Under  this 
agreement,  we  now  expect  that  our  costs  for  rental  space  in  fiscal 
year  1996  will  be  about  $5.7  million.  This  is  about  $3.2  million 
less  than  the  projected  SLUC  rate. 

As  you  will  recall,  language  exempting  the  Railroad 
Retirement  Board  (RRB)  from  the  payment  of  SLUC  has  been  included 
in  our  annual  appropriations  bills  since  1975,  on  the 
understanding  that  benefit  program  trust  funds  should  not  be  used 
for  purposes  unrelated  to  the  programs  financed  by  the  trust 
funds.  However,  for  fiscal  year  1995,  the  House  and  Senate 
subcommittees  attempted  to  trim  unnecessary  language  from  the 
appropriations  bills,  including  the  language  about  our  rental 
payments.  In  the  end,  the  RRB  exemption  from  SLUC  was  included  in 
the  1995  appropriations  bill,  but  Senate  report  language  stated 
that  the  Committee  encouraged  and  expected  GSA  to  enter  into  an 
agreement  with  the  RRB  exempting  the  RRB  from  paying  SLUC  charges 
in  future  years. 

Since  then,  we  have  worked  with  GSA  and  obtained  a  letter 
from  them  that  provides  that  the  RRB  will  continue  to  pay  actual 
costs  in  lieu  of  rent.  GSA  has  indicated  that  the  exception  is 
predicated  on  the  condition  that  the  RRB  does  not  receive 
appropriated  funding  for  the  payment  of  SLUC,  and  that  the 
exception  shall  remain  in  effect  until  further  notice. 

USE  OF  ELECTRONIC  PAYMENT 

Mr.  Porter:  What  percentage  of  RRB  payments  are  made 
through  direct  deposit  or  otherwise  electronically? 

Mr.  Bower:  Currently,  about  91  percent  of  salaries.  56 
percent  of  retirement  benefits,  and  7  to  8  percent  of  unemployment 
and  sickness  insurance  benefits  are  paid  by  direct  deposit.  We 
began  offering  electronic  direct  deposit  for  the  unemployment  and 
sickness  .insurance  benefits  in  March  1994. 

Mr.  Porter:  Has  the  Board  considered  requiring  that  all 
benefit  payments  be  electronically  deposited? 

Mr.  Bower:  The  RRB  has  implemented  Electronic  Funds 
Transfer  (EFT)  as  the  presumed  method  of  payment  for  all  new 
railroad  retirement  beneficiaries  and  will  implement  EFT  as  the 
presumed  method  of  payment  for  all  new  unemployment  and  sickness 
insurance  beneficiaries  on  July  1.  1995.  We  have  also  presented  a 
proposed  policy  to  the  RRB  employees'  union  to  expand  the  use  of 
EFT  for  employee  salaries.  While  the  RRB  has  no  authority  under 
existing  law  and  regulations  to  require  the  use  of  EFT,  we  do 
strongly  encourage  beneficiaries  to  enroll  in  EFT.  I  would 
strongly  support  a  governmentwi de  initiative  to  mandate  the  use  of 
EFT  with  limited  exceptions  for  special  circumstances. 
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Mr.  Porter:  What  are  the  annual  projected  savings 
associated  with  such  a  proposal? 

Mr.  Bower:  According  to  the  Department  of  the  Treasury,  it 
currently  costs  40  cents  to  issue  a  check  payment  and  2.4  cents  to 
issue  an  EFT  payment.  Therefore,  if  all  beneficiaries  had  bank 
accounts  and  were  required  to  receive  their  benefits  by  EFT,  the 
Railroad  Retirement  Board  would  eliminate  approximately  4.4 
million  retirement  and  308,000  unemployment  and  sickness  insurance 
checks  annually  with  a  projected  annual  savings  of  $1.7  million 
for  the  retirement  program  and  $116,000  for  the  unemployment  and 
sickness  insurance  program. 

REINVENTION  ACTIVITIES  OF  THE  INSPECTOR  GENERAL 

Mr.  Porter:  Mr.  Dickman,  what  types  of  reinvention  efforts 
have  you  undertaken  to  date,  and  what  other  reinvention  activities 
will  you  pursue  in  1996-1999? 

Mr.  Dickman:  We  are  currently  conducting  a  comprehensive 
review  of  our  organization  and  all  operating  procedures.  Office 
managers  are  soliciting  comments  and  suggestions  for  improvement 
from  all  OIG  staff.  We  plan  to  implement  a  new  organizational 
structure  in  the  near  future  to  more  efficiently  meet  our  mission 
with  reduced  staff. 

Our  goal  is  to  reduce  the  number  of  supervisors  and  managers 
and  assign  more  responsibility  to  each  professional  staff  member. 
We  have  eliminated  one  of  our  two  SES  positions  and  a  GS-15, 
Special  Agent  in  Charge  position.  As  we  continue  to  review  our 
organization,  we  will  focus  on  identifying  additional  managerial 
positions  that  can  be  abolished. 

We  have  submitted  two  major  reinvention  proposals  to  the 
Board  Members  recommending  that  the  agency  implement  a  revised 
organizational  structure  and  significantly  reduce  the  number  of 
field  offices.  We  are  continuing  our  efforts  to  identify 
potential  improvements  and  submit  additional  reinvention  proposals 
to  RRB  management.  We  are  currently  focusing  on  the  organization 
of  individual  bureaus  and  will  draft  recommendations  for 
streamlining  initiatives.  We  will  continue  to  provide  assistance 
concerning  internal  controls  and  will  work  with  management  to 
ensure  the  RRB  implements  the  provisions  of  the  Government 
Performance  and  Results  Act. 

INVESTIGATION  ACTIVITIES  OF  THE  INSPECTOR  GENERAL 

Mr.  Porter:  Mr.  Dickman.  the  Board  frequently  refers  to  you 
fraud  cases  identified  through  unemployment  insurance  wage 
matching.  What  success  have  you  had  in  pursuing  these  cases,  do 
your  prosecutions  create  an  adequate  deterrent,  and  are  the  wage 
matches  paying  off  in  terms  of  valid  fraud  cases? 

Mr.  Dickman:  Over  the  past  three  fiscal  years, 
approximately  50  percent  of  the  criminal  cases  initiated  by  the 
Office  of  Investigations  were  based  on  the  results  of  computer 
matches  of  individuals  with  earnings  reported  to  the  various 
states  and  the  RRB's  master  beneficiary/annuitant  list.  These 
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computer  matches  were  used  to  identify  individuals  who  may  have 
been  defrauding  the  RRB's  unemployment,  sickness  and  disability 
programs.  The  statistical  results  for  all  cases  involving  these 
RRB  programs  for  each  of  the  past  three  fiscal  years  are  reflected 
in  the  chart  below: 

Fiscal  Civil 

Year    Recoveries   Restitutions   Convictions   Judgements 

1992  $1,225,354.10  $  317.222.67      107        0 

1993  $1,089,721.00  $  135.370.18      160        0 

1994  $  722.451.99  $1,610,668.70      156        6 

The  Office  of  Investigations  considers  the  computer  matching 
program  a  very  valuable  source  for  fraud  case  referrals.  However, 
it  appears  that  the  more  recent  matches  are  producing  fewer  fraud 
referrals,  which  seems  to  indicate  that  the  matching  program  and 
the  resulting  prosecutions  are  producing  a  deterrent  effect. 

BLANKET  DEPUTATION  INITIATIVE 

Mr.  Porter:  Mr.  Dickman,  your  office  has  been  selected  as 
one  of  seven  government -wide  to  receive  blanket  deputation  under  a 
new  pilot  program.  Please  bring  us  to  date  on  this  initiative. 

Mr.  Dickman:  The  initiative  for  blanket  deputation  is  being 
coordinated  by  Mr.  Charles  Masten.  Office  of  Inspector  General. 
Department  of  Labor.  The  RRB-OIG  wholeheartedly  supports  this 
effort  to  develop  a  memorandum  of  understanding  with  the 
Department  of  Justice. 

Health  care  fraud  investigations  are  the  highest  priority 
for  this  agency,  and  all  our  cases  are  worked  as  joint 
investigations  with  other  Federal  agencies.  Blanket  deputation 
will  allow  special  agents  from  the  RRB-OIG  to  participate  as  full 
partners  with  other  agencies,  such  as  the  Department  of  Health  and 
Human  Services -Office  of  Inspector  General,  the  Federal  Bureau  of 
Investigation,  the  Postal  Inspection  Service  and  the  Defense 
Criminal  Investigative  Service,  in  all  investigative  activities  of 
each  case. 

Also,  in  recent  testimony  before  a  Congressional  committee. 
Department  of  Justice  officials  indicated  they  have  identified 
organized  crime  figures  as  being  associated  with  some  health  care 
fraud  cases.  Blanket  deputation  will  also  provide  an  appropriate 
level  of  safety  for  special  agents  who  must  confront  subjects 
about  whom  the  agents  know  very  little. 


FUNDING  SOURCES  FOR  THE  OFFICE  OF  INSPECTOR  GENERAL 

Mr.  Obey:  Do  railroad  retirement  trust  fund  moneys  fund  the 
activities  of  the  Inspector  General  office? 

Mr.  Bower:  Yes.  As  you  know,  the  Office  of  Inspector 
General  (OIG)  submits  its  budget  separately  from  the  Railroad 
Retirement  Board.  The  OIG  submits  its  budget  request  directly  to 
the  Congress  and  the  Office  of  Management  and  Budget  (0MB)  without 
consulting  with  the  Board  Members.  The  0MB  and  the  Congress 
approve  and  appropriate  funding  for  the  OIG  without  consulting 
with  the  Board  Members.  Each  year  the  Congress  appropriates 
funding  for  the  OIG  to  a  separate  administrative  account,  the 
Limitation  on  the  Office  of  Inspector  General.  Following 
enactment  of  each  year's  appropriation,  the  Office  of  Management 
and  Budget  apportions  funding  for  the  OIG  from  four  trust  fund 
accounts.  For  fiscal  year  1995.  the  following  amounts  are 
currently  apportioned  from  these  trust  fund  accounts: 

Railroad  Retirement  Account  $3,284,000 

Railroad  Social  Security  Equivalent  Benefit  Account  1,772.000 

Railroad  Unemployment  Insurance  Account  1.470.000 

Railroad  Retirement  Supplemental  Account  156.000 

Total  $6.682.000 

Mr.  Obey:  Are  there  any  other  funding  sources  for  the 
Inspector  General  office? 

Mr.  Bower:  The  Office  of  Inspector  General  (OIG)  also 
receives  some  funding  from  the  Health  Care  Financing 
Administration  (HCFA)  as  reimbursement  for  activities  related  to 
Medicare  operations.  These  funds  are  apportioned  by  the  Office  of 
Management  and  Budget  to  the  Limitation  on  the  Office  of  Inspector 
General.  For  fiscal  year  1995.  a  total  of  $412,000  is  currently 
apportioned  to  the  OIG  for  reimbursable  Medicare  administration 
activities. 

OVERSIGHT  OF  THE  OFFICE  OF  INSPECTOR  GENERAL 

Mr.  Obey:  Under  the  Inspector  General  Act  we  understand 
that  the  Chairman  of  the  Railroad  Retirement  Board  has  the 
official  responsibility  for  oversight  of  the  Board's  Inspector 
General  office:  is  this  correct? 

Mr.  Bower:  My  short  answer  would  be  no.  The  Inspector 
General  Act  (IGA)  provides  that  each  Inspector  General  shall  be 
subject  to  the  "general  supervision"  of  the  head  of  the 
establishment.  In  the  case  of  the  Railroad  Retirement  Board  for 
purposes  of  the  IGA.  the  Chairman  is  the  head  of  the 
establishment.  Accordingly,  the  Inspector  General  is  subject  to 
general  supervision,  but  the  IGA  specifically  provides  that 
neither  the  head  of  the  establishment  nor  any  other  agency 
official  may  prevent  or  prohibit  the  Inspector  General  from 
initiating,  carrying  out.  or  completing  any  audit  or 
investigation.  In  addition,  the  Office  of  Inspector  General, 
consistent  with  31  U.S.C.  §1105(a)(25) ,  has  its  own  appropriation 
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separate  and  apart  from  that  of  the  Railroad  Retirement  Board.  I 
do  not  read  the  IGA  as  authorizing  me  as  the  Chairman  to  oversee 
the  Inspector  General  and  it  is  clear  that  my  predecessors  as 
Chairman  have  similarly  read  and  interpreted  the  Act. 

Mr.  Obey:  If  you  were  the  official  charged  with  monitoring 
the  former  Inspector  General's  activities,  can  you  tell  us  what 
specific  steps  did  you  take  to  ensure  that  all  expenditures  for 
that  office  involving  railroad  retirement  trust  fund  moneys  were 
appropriate? 

Mr.  Bower:  As  I  stated  in  response  to  the  immediately 
preceding  question,  I  do  not  read  the  Inspector  General  Act  as 
authorizing  me  to  oversee  or  monitor  the  activities  of  the 
Inspector  General .  whether  that  be  the  former  Inspector  General . 
William  Doyle,  or  the  current  Inspector  General.  Martin  Dickman. 
The  intention  of  Congress  in  enacting  the  IGA.  as  expressed  in 
section  2  of  that  Act.  was  to  establish  independent  and  objective 
units  to  conduct  audits  and  investigations  and  generally  to 
oversee  the  activities  of  Federal  agencies.  It  would  be  entirely 
inconsistent  with  this  expressed  Congressional  intent  for  me  as 
Chairman  to  oversee  or  monitor  the  activities  of  the  Office  of 
Inspector  General.  In  addition,  as  I  mentioned  in  response  to  the 
previous  question,  the  Board's  Office  of  Inspector  General  has  its 
own  appropriation  for  administrative  expenses.  The  appropriation 
process  under  Chairman  Natcher  and  Chairman  Obey  consistently 
regarded  the  Inspector  General  as  autonomous  and  the  Inspector 
General's  budgets  as  separate  and  distinct.  I  was  never  consulted 
on  the  IG  budget  by  the  Inspector  General,  the  Committees  of 
Congress  or  the  0MB.  This  practice  parallels  the  independence 
language  contained  in  the  Inspector  General  Act.  I  have  no 
authority  to  administer,  oversee,  or  monitor  this  separate 
appropriation. 

Mr.  Obey:  Did  you  personally  approve  the  expenditure  of 
trust  fund  moneys  to  establish  an  office  for  the  Inspector  General 
in  the  former  Inspector  General's  personal  residence  in  Florida? 
If  you  did  not  approve  this  money,  who  did? 

Mr.  Bower:  No.  I  did  not  personally  approve  this 
expenditure.  However,  I  assured  myself  of  the  legality  of  the 
Inspector  General  locating  a  duty  station  in  another  city  by 
consulting  with  our  General  Counsel.  I  was  assured  that  a  duty 
station  in  Ormond  Beach,  Florida  was  legal.  I  was  also  told  on 
several  occasions  by  William  Doyle  that  Chairman  Natcher  had  been 
fully  advised  and  that  the  Chairman  fully  supported  Mr.  Doyle's 
planned  move.  On  May  30.  1991.  the  former  Inspector  General  (IG) 
advised  me  by  memorandum  that  "the  White  House  and  the  Office  of 
Management  and  Budget"  had  approved  of  his  residing  in  Florida  as 
a  temporary  duty  station  due  to  an  "ongoing  medical  condition." 
As  you  know,  the  IG's  budget  is  separately  administered  and 
controlled  from  the  rest  of  the  agency's  budget.  The  Congress 
passes  a  separate  annual  appropriation  for  the  administrative 
costs  associated  with  operating  the  IG's  office.  Likewise,  the 
Office  of  Management  and  Budget  approves  separate  apportionment 
schedules  for  the  IG. 
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COSTS  ASSOCIATED  WITH  FORMER  INSPECTOR  GENERAL'S 
TEMPORARY  DUTY  STATION 

Mr.  Obey:  What  were  the  costs  associated  with  the  former 
Inspector  General  working  out  of  his  residence  in  Florida? 

Mr.  Bower:  I  defer  to  the  current  Inspector  General  because 
the  information  is  more  readily  available  to  him. 

Mr.  Dickman:  The  following  table  shows  costs  including 
travel,  equipment  and  supplies  and  telephone. 


YEAR 

TRAVEL* 

EQUIPMENT  & 
SUPPLIES 

TELEPHONE** 

FY  1990 

$  13.363 

FY  1991 

$  4,360 

$  11.937 

$  9.010 

FY  1992 

$  5.337 

$  28.509 

$  7.699 

FY  1993 

$  6.250 

$  2.173 

$  8.276 

FY  1994 

$  1.184 

$    497 

$  2.870 

Total 

$  17,131 

$  56.480 

$  27.855 

*    Includes  travel  from  temporary  duty  station  in  Ormond  Beach. 

FL  to  Chicago.  IL. 
**   Telephone  service  included  1  residential  line.  1  fax  line.  1 

mobile  telephone,  and  2  separate  cellular  telephones. 

CASH  AWARDS  TO  FORMER  INSPECTOR  GENERAL 

Mr.  Obey:  News  articles  during  the  past  year  have  pointed 
out  that  the  former  Inspector  General  of  the  Railroad  Retirement 
Board  received  a  total  of  $29,700  in  various  cash  awards  during 
his  tenure  at  the  Board.  Please  detail  these  awards. 

Mr.  Bower:  During  the  former  Inspector  General's  tenure  at 
the  Railroad  Retirement  Board,  he  received  four  awards  totaling 
$36,700.  Details  on  the  awards  follow. 


Date  of 
award 

Type  of 

award 

Amount 
of  award 

November  1989 
September  1990 
September  1991 
September  1992 

SES  performance 
Special  service 
Presidential  Rank 
Special  service 
Total 

$  7.000 

9.700 

10.000 

10.000 

$36,700 

Mr.  Obey:  Were  these  awards  all  paid  from  railroad 
retirement  trust  fund  moneys? 

Mr.  Bower:  Yes.  The  award  amounts  were  paid  from  the 
agency's  trust  funds.  Please  see  our  response  to  your  first 
question  for  an  example  of  how  funding  for  the  Office  of  Inspector 
General  is  allocated  among  the  various  trust  funds. 

Mr.  Obey:  Did  the  three-member  Board  act  to  approve  each  of 
these  awards? 

Mr.  Bower:  I  approved  the  two  special  service  awards.  The 
three-member  Board  approved  the  SES  performance  award,  prior  to  my 
appointment,  and  jointly  submitted  the  Presidential  Rank  award 
nomination  to  the  Office  of  Personnel  Management. 

INVESTIGATION  OF  FORMER  INSPECTOR  GENERAL  ACTIVITIES 

Mr.  Obey:  We  understand  that  the  Board's  new  Inspector 
General,  Mr.  Dickman,  has  moved  quickly  to  investigate  the 
activities  of  the  former  Inspector  General,  and  has  taken  swift 
action  to  restore  and  ensure  the  integrity  and  creditability  of 
the  Board's  Inspector  General  operations.  Can  you  tell  us  if  he 
has  looked  at  the  propriety  of  the  awards  made  directly  to  the 
former  Inspector  General? 

Mr.  Bower:  I  understand  that  the  Inspector  General  has  an 
investigation  underway  regarding  the  former  Inspector  General.  It 
might  be  best  to  address  this  question  to  Mr.  Dickman. 

Mr.  Dickman:  Based  upon  a  referral  from  GAO.  we  initiated 
an  internal  investigation  of  allegations  of  misconduct  and  abuse 
of  office  by  the  former  Inspector  General.  We  are  currently 
working  with  the  Public  Integrity  Section  of  the  Department  of 
Justice,  and  hope  to  complete  the  investigation  in  the  very  near 
future. 
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BUDGETS  OF  BOARD  OFFICES 

Mr.  Wicker:  Your  testimony  indicates  that  a  majority  of  the 
Board  members  have  reduced  their  budgets  for  the  current  year. 
Which  members  reduced  their  budgets?  How  much  are  the  reductions? 
Why  hasn't  each  Board  member  reduced  his  budget?  What  is  the 
total  budget  for  each  Board  office? 

Mr.  Bower:  At  the  time  the  Board  approved  the  initial 
allocation  of  funds  for  fiscal  year  1995.  the  Management  Member 
and  I  agreed  to  reduce  our  budget  allocations  for  miscellaneous 
expenditures  by  10  percent  and  6  percent,  respectively.  As  a 
result,  my  budget  was  reduced  by  $3,456  while  the  Management 
Member's  budget  was  reduced  by  $9,660.  The  Labor  Member  is 
continuing  to  assess  his  budgeting  needs.  The  current  allocation 
for  my  office  is  $561,443.  the  Management  Member's  current 
allocation  is  $640,540.  and  the  Labor  Member's  current  allocation 
is  $1,007,791.  Although  my  budget  is  the  smallest  of  the  three.  I 
took  steps  to  cut  my  initial  request,  so  I  had  less  flexibility  in 
terms  of  further  cuts  to  the  final  allocation. 

Mr.  Speakman:  Mr.  Wicker,  in  answering  your  questions  on 
the  budgets  for  the  individual  Board  offices.  I  would  like  to  use 
this  opportunity  to  provide  you  with  background  and  information 
about  the  budget  for  the  Office  of  Labor  Member.  Our  current  FY 
1995  budget  allocation  for  the  Office  of  Labor  Member  is 
$1,007,791.  This  represents  an  increase  of  6.44$  from  our  FY  1994 
actual  expenditures  of  $946,829.  Our  actual  FY  1993  expenditures 
amounted  to  $969,450.  As  the  Chairman  has  pointed  out  in  his 
testimony,  he  and  Mr.  Kever.  the  Board's  management  member, 
offered  rescissions  in  the  miscellaneous  expense  items  for  their 
budgets.  Consistent  with  this  effort.  I  directed  my  staff  to 
review  the  budget  for  this  office  to  determine  if  any  cuts 
whatsoever  could  be  made.  It  should  be  noted  that  this  is  our 
usual  custom.  We  review  our  budget  quarterly  with  this  office's 
budget  specialist  from  our  Bureau  of  Fiscal  Operations  to  make  any 
appropriate  adjustments  to  our  budget. 

More  importantly,  however,  it  has  been  the  practice  of  this 
office  to  request  only  what  we  feel  is  absolutely  necessary  to 
carry  out  the  mission  and  statutory  obligations  of  the  Labor 
Member's  Office  in  all  object  classes  of  our  budget.  For  example, 
last  fiscal  year,  our  initial  allocation  request  was  $952,425  and 
our  actual  expenditures  amounted  to  $946,829  (a  difference  of  - 
0.59*).  Although  it  is  sometimes  difficult  to  anticipate  all 
budget  contingencies  and  actual  expenditures,  we  feel  that  we  have 
been  able  to  properly  provide  for  the  operation  of  this  office 
without  needlessly  tying  up  much  needed  budget  dollars  for  other 
agency  operations.  In  no  event  do  we  feel  that  it  is  appropriate 
to  overa 1  locate  resources  in  order  to  make  token  budget 
rescissions  at  a  later  date.  Let  me  assure  you.  however,  that  we 
will  continue  to  assess  our  budgeting  needs  and  where  possible 
release  funds  for  other  agency  functions  on  a  quarterly  basis. 

LMO  BUDGET  IS  MISSION  DRIVEN 

The  budget  for  the  Office  of  the  Labor  Member  is  based  on 
our  mission  to  the  Railroad  Labor  community.  Section  7  of  the 


Railroad  Retirement  Act  requires  our  office  to  directly  represent 
the  interests  of  over  1.2  million  individuals.  These  are  the 
active  and  retired  employees  served  by  the  programs  our  agency 
administers.  By  way  of  comparison,  there  are  less  than  600 
"employers"  covered  by  the  Railroad  Retirement  Act. 
Interestingly,  many  covered  employers  are  actually  labor  unions. 
The  Office  of  Labor  Member  represents  them  as  well.  As  indicated, 
we  are  the  statutory  ombudsman  for  the  1.2  million  individuals  and 
families  that  make  up  the  rail  labor  community.  Our  present 
staffing  level  is  based  on  the  need  to  provide  the  level  of 
service  that  is  required  by  Section  7  of  the  Railroad  Retirement 
Act.  Further,  as  part  of  our  mission,  we  administer  various 
programs  to  ensure  that  correct  benefit  information  and  tax 
reporting  responsibilities  are  properly  disseminated  to  the  rail 
labor  community.  We  strongly  believe  the  dollars  expended  in  this 
effort  are  repaid  several -fold  in  terms  of  program  integrity.  Our 
daily  contact  with  labor  organizations,  retiree  groups,  individual 
annuitants  and  Congressional  offices  allows  us  to  head-off 
misunderstandings  and  correct  problem  areas  that  could  cost  our 
trust  fund  if  left  unrecognized  or  not  corrected.  In  terms  of 
customer  service,  the  Office  of  the  Labor  Member  is  THE  focal 
point  for  the  population  serviced  by  our  system.  The  Office  of 
Labor  Member  makes  sure  that  the  customers  of  our  program  are 
heard,  and  that  their  interests  are  directly  represented  within 
the  agency  that  services  them.  In  this  way  the  rail  labor 
community,  whose  tax  dollars  pay  for  the  administration  of  our 
agency,  has  a  say  in  how  their  benefit  programs  dre  administered 
and  the  level  of  services  provided. 

We  take  great  pride  in  the  level  of  personal  contact  we 
maintain  with  the  beneficiaries  of  the  Railroad  Retirement  System 
and  utilize  these  contacts  to  the  fullest  in  educating  the  rail 
labor  community  about  the  benefits  available  to  them  under  our 
applicable  laws  as  well  as  their  reporting  responsibilities  as 
beneficiaries  and.  in  the  case  of  the  rail  labor  unions,  as 
employers  under  these  Acts.  The  following  is  a  more  detailed 
discussion  of  our  Section  7  responsibilities. 

EDUCATION  AND  INFORMATIONAL  CONFERENCES 

Since  1957.  the  Office  of  the  Labor  Member  has  coordinated  a 
nationwide  Informational  Conference  Program.  These  conferences 
are  conducted  at  the  request  of  the  Chief  Executives  of  the 
railway  labor  unions.  The  Informational  Conferences  are  designed 
to  provide  local  officers  with  comprehensive  information  about  the 
benefits  available  to  members  and  their  families  under  the 
railroad  retirement  and  unemployment  insurance  systems.  Our  main 
goal  is  to  provide  local  officers  with  the  educational  background 
they  need  to  furnish  accurate  and  reliable  benefit  information  to 
their  members.  We  have  also  developed  and  maintained  our  RRB 
UPDATE  program,  available  on  video  tape,  which  union  officers  can 
use  to  supplement  the  in-depth  information  provided  at  the 
conference  programs.  Our  conference  programs  help  ensure  that 
correct  benefit  information  is  given  throughout  the  rail  community 
including  information  regarding  application  requirements  and 
reporting  requirements.  We  help  in  the  OIG's  outreach  program 
distributing  information  directly  to  the  rail  labor  community 
about  the  IG  hotline  and  their  programs  to  prevent  waste,  abuse. 


and  fraud.  In  1994.  we  held  61  conferences  throughout  the  United 
States  with  2,233  local  union  officials  attending,  up  from  2.146 
the  previous  year. 

ATTENDANCE  AND  INSTRUCTION  AT  EMPLOYEE  REPRESENTATIVE  MEETINGS 

During  1994.  our  office  together  with  the  Board"s  district 
offices  attended  126  rail  labor  organization  meetings,  as 
requested  by  those  organizations.  The  meetings  ranged  from  local 
lodge  functions  to  National  Conventions.   A  total  of  9.232  union 
officers  and  members  were  in  attendance  at  these  meetings  during 
which  updates  on  program  issues  were  given  and  question  and  answer 
periods  held.  Due  to  budget  considerations,  our  office  usually 
attends  only  the  larger  national  and  regional  functions  at  the 
request  of  the  union  chief  executives  as  part  of  overall  health 
and  welfare  information  seminars  conducted  during  these  meetings. 
We  usually  request  our  local  field  offices  to  attend  the  smaller 
functions  in  their  respective  areas.  We  attempt  to  target 
specific  meetings  with  the  greatest  attendance  to  maximize  our 
educational  program  efforts. 

TAX  REPORTING  ACCURACY  PROGRAM 

As  we  indicated,  rail  labor  unions  are  "employers"  under  the 
Railroad  Retirement  and  Railroad  Retirement  Tax  Act.  We  have 
undertaken  a  new  initiative  towards  taking  a  proactive  approach 
toward  resolving  many  of  the  tax  reporting  problems  noted  in  the 
OIG  audits  of  the  Rail  Labor  Organizations.  Although  the  OIG  was 
in  effect  barred  from  conducting  audits  of  rail  employers  as 
result  of  a  court  decision,  this  office  encouraged  all  the  rail 
labor  organizations,  to  submit  to  voluntary  audits  by  the  OIG  of 
their  tax  and  compensation  reporting  practices.  All  the 
organizations  agreed  to  be  audited,  and.  on  the  basis  of  the  OIG 
findings  we  felt  that  it  would  be  very  beneficial  for  the  system 
if  an  educational  program  was  undertaken  that  specifically 
targeted  the  reporting  responsibilities  of  local  and  national 
secretary-treasurers  of  the  various  labor  organizations.  Working 
together  with  our  Bureau  of  Research  and  Employment  Accounts,  last 
year  we  implemented  a  direct  training  program  for  secretary- 
treasurers  on  their  reporting  requirements  as  a  proactive  approach 
to  correcting  the  reporting  problems  noted  in  the  OIG  audits  of 
labor  organizations.  Two  of  the  largest  unions  gave  us 
opportunities  to  present  this  education  program  during  their 
organization's  regional  meetings  last  year.  Marked  improvement 
has  been  noted  in  the  reporting  practices  of  the  local  secretary - 
treasurers  since  we  implemented  this  program.  A  video-tape 
training  program  was  also  developed  for  local  secretary-treasurers 
based  upon  their  input  to  this  office.  We  also  conduct  yearly 
meetings  for  the  National  Reporting  Officers,  those  union 
officials  who  have  been  directly  charged  with  the  overall 
reporting  responsibilities  for  their  unions.  These  efforts  by  our 
office  has  led  to  greater  reporting  accuracy  by  the  labor  unions. 
We  believe  this  has  produced  a  revenue  return  which  largely 
offsets  much  of  our  budget. 
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STATUTORY  OMBUDSMAN  ACTIVITIES 

As  we  stated  above.  Section  7  of  the  Railroad  Retirement  Act 
requires  our  office  to  represent  the  interests  of  the  active  and 
retired  members  of  the  rail  labor  community  served  by  our 
programs.  We  are  viewed  as  the  ombudsman  to  which  the  railroad 
community  of  1.2  million  active  and  retired  members  go  to  for  help 
on  matters  relating  to  the  benefit  programs  we  administer.  We 
receive  approximately  6.000  direct  case  inquiries  from  active  and 
retired  individuals,  union  representatives,  and  Congressional 
offices  each  year.  Cutting  through  the  red  tape  and  quickly 
solving  the  problems  presented  by  these  cases  produces  major 
administrative  savings  to  the  agency  as  a  whole.  Our  office 
therefore,  has  the  pulse  of  the  customers  we  serve.  We  get  a 
direct  picture  of  problem  areas  and  concerns  as  they  develop  and 
take  corrective  action  to  head  those  problems  off,  while  assisting 
the  customer  with  their  questions  regarding  the  railroad 
retirement  system. 

DOWNSIZING  GOVERNMENT 

We  are  aware  that  the  budget  for  this  office  is  larger  than 
the  budgets  of  the  other  two  Board  offices.  However,  the  dollar 
level  allocated  for  our  operations  is  consistent  with  the  mission 
we  are  charged  with  fulfilling  and  consistent  with  the  size  of  our 
constituency.  More  importantly,  as  our  agency  prepares  to  do  its 
part  in  the  downsizing  of  the  Federal  government  as  a  whole,  not 
only  will  this  office  have  to  play  a  key  role  in  working  with  the 
active  and  retired  population  we  serve  to  develop  alternative 
methods  of  providing  the  good  level  of  service  our  beneficiaries 
expect  and  deserve,  but  it  is  unlikely  that  any  downsizing  effort 
can  proceed  harmoniously  without  a  strongly  directed,  adequately 
financed  effort  by  this  office.  We  need  and  want  the  tools  to  do 
that  job  well.  Accordingly,  we  do  not  expect  our  budget 
requirements  to  change  significantly  in  the  near  future.  As  this 
agency  grows  smaller  the  Office  of  Labor  Member  will  undoubtedly 
play  an  even  greater  role  in  answering  constituent  concerns  and 
providing  the  educational  and  public  relations  programs  needed  to 
convince  our  constituents  we  are  going  in  the  right  direction,  and 
to  maintain  the  high  level  of  customer  awareness  and  satisfaction 
our  programs  now  experience. 

TRUTH  IN  BUDGETING 

Mr.  Wicker:  Your  testimony  also  indicates  that  you  have 
adopted  a  TRUTH  IN  BUDGETING  resolution.  Can  you  describe  this? 

Mr.  Bower:  The  Truth  in  Budgeting  Resolution  was 
established  in  order  to  provide  a  proper  accounting  of  expenses 
for  each  Board  office.  Several  of  the  agency  bureaus  and  offices 
provide  services  to  the  Board  Member  offices.  The  costs  of  these 
services,  which  are  either  in-house  or  contractual,  have  often 
been  absorbed  by  those  bureaus  and  offices.  The  Truth  in 
Budgeting  Resolution  requires  that  any  expenses  previously 
absorbed  by  the  rest  of  the  agency  on  behalf  of  individual  Board 
offices  be  reported  as  part  of  the  expenses  of  each  Board  office. 
Examples  of  expenses  funded  by  other  bureaus  and  offices  (or  by  a 
special  account  established  for  such  a  purpose)  are  postage  costs. 
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communications  costs  related  to  telephone  service,  photocopying 
costs,  and  subscriptions  to  newspapers  and  other  publications. 
The  intent  is  to  provide  increased  accountability  by  clearly 
allocating  expenditures  for  activities  that  are  unique  to  a  Board 
office.  (Agency-wide  programs  undertaken  or  approved  by  the 
three-member  Board  will  continue  to  be  funded  from  the  overall 
agency  budget.)  Since  we  began  tracking  these  costs  in  February 
1995.  we  have  identified  $13,124  in  costs  through  March  1995.  A 
breakdown  by  Board  office  follows: 


Chairman 

-  $  1.387 

Management  Member 

-   1.243 

Labor  Member 

-  10.494 

Mr.  Wicker:  What  other  functions  do  your  offices  provide 
that  are  not  funded  through  your  individual  budgets?  Why  wouldn't 
these  types  of  programs  be  identified  in  the  budget? 

Mr.  Bower:  Other  functions  of  the  Board  offices  that  are 
provided,  in  part,  by  other  bureaus  and  offices  include  some  of 
the  costs  associated  with  conducting  informational  conferences  and 
employer  seminars.  For  example,  the  Bureau  of  Field  Service 
covers  room  rental  charges  necessary  for  holding  the  informational 
conferences,  which  amounted  to  almost  $23,000  in  1994.  Also, 
field  office  or  headquarters  personnel  lend  their  expertise  to 
these  meetings/seminars,  and  their  travel  costs  are  normally 
absorbed  by  their  bureau  or  office. 

FINANCING  OF  UNION  ACTIVITIES 

Mr.  Wicker:  Chairman  Porter  recently  asked  the  Commissioner 
of  the  Social  Security  Administration  about  the  agency  costs  for 
employees  working  on  union  issues,  (a)  Do  you  also  finance  union 
activities?  (b)  If  this  is  the  case,  why  don't  you  let  the  union 
pay  the  salaries  of  its  workers?  (c)  Do  you  provide  any  other 
subsidies  due  to  a  union?  (d)  Aren't  there  better  uses  for  these 
funds?  (e)  You  have  indicated  significant  reductions  in  the 
agency  budget.  What  cuts  have  been  applied  in  this  area? 

Mr.  Bower:  (a)  Yes.  in  fiscal  year  1994.  approximately 
$120,000  in  personnel  costs  for  "employee  representation" 
activities  were  reported  under  the  agency's  cost  accounting 
system.  In  addition,  the  union's  telephone  charges  for  1994 
amounted  to  about  $3,600.  Last  year  rent  of  $7,280  and  utility 
charges  of  $2,090  were  also  attributable  to  the  union  offices  in 
the  headquarters  building.  For  fiscal  year  1995.  $67,418  had  been 
reported  for  this  purpose  through  March  19.  This  translates  into 
about  $146,000  on  an  annualized  basis. 

(b)  Under  current  legislation  (Title  5,  United  States  Code. 
Chapter  71)  employees  of  the  Federal  government  are  permitted  to 
perform  certain  union  activities  on  paid  time.  The  agency  has 
historically  allowed  liberal  use  of  official  time  for  those  union 
purposes. 

(c)  Yes.  In  accordance  with  our  union  agreement,  this  agency 
provides  the  following:  office  space,  bulletin  board  space,  use 
of  space  for  union  meetings  and  distribution  of  materials  to  field 
offices. 
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(d)  Given  the  likelihood  of  budgetary  resources  remaining 
extremely  limited,  it  might  prove  worthwhile  to  reevaluate  this 
area  along  with  all  other  aspects  of  agency  operations  and 
expenditures. 

(e)  None. 


STREAMLINING 

Mr.  Stokes:  In  light  of  the  Administration's  streamlining 
initiative,  to  what  extent  has  the  Board  streamlined  its 
operation.,?  Where  is  the  Board  in  terms  of  downsizing? 

Mr.  Bower:  The  major  focus  of  our  streamlining  efforts  to 
date  has  been  on  accomplishing  personnel  reductions  which  are 
consistent  with  the  governmentwide  levels  established  by  the 
Federal  Workforce  Restructuring  Act.  Excluding  the  FTE's  funded 
by  the  Health  Care  Financing  Administration,  we  used  1.654  FTE's 
in  fiscal  year  1993.  and  1.571  FTE's  in  fiscal  year  1994.  On  the 
same  basis,  we  expect  to  use  1.462  FTE's  in  fiscal  year  1995.  and 
1,393  FTE's  in  fiscal  year  1996.  This  will  be  a  reduction  of  over 
15  percent  from  fiscal  year  1993  to  fiscal  year  1996. 

The  reduction  of  supervisory  positions,  with  the  goal  of 
halving  the  agency's  supervisor/employee  ratio  by  the  end  of 
fiscal  year  1999.  is  an  integral  part  of  our  overall  staff 
reduction  program.  While  the  RRB's  baseline  ratio  has  improved 
only  slightly  thus  far  -  from  1:5.5  to  1:6.0  -  my  ultimate  goal  is 
to  greatly  reduce  the  number  of  supervisory  personnel  and  provide 
added  support  to  front-line  employees  who  actually  perform  the 
work. 

The  reduction  of  GS-14  level  and  above  positions  is  also 
closely  aligned  with  supervisory  and  managerial  position 
reductions.  The  RRB's  goal,  in  line  with  the  Administration's 
streamlining  initiative,  is  to  reduce  the  number  of  those 
positions  from  the  132  which  existed  on  September  30.  1992.  to  125 
by  September  30,  1995.  At  March  3,  1995.  we  had  already  exceeded 
that  goal.  We  were  at  121  positions,  and  we  expect  to  end  the 
fiscal  year  at  that  level. 

We  recognize  that  deficit  reduction  initiatives  will 
continue  to  limit  budgets  in  future  years.  We  will  continue  to 
make  every  effort  to  increase  our  efficiency  and  productivity  in 
response  to  these  reduction  initiatives. 

COST  SAVINGS 

Mr.  Stokes:  Now  in  the  fifth  and  final  year  of  the 
management  improvement  initiative,  what  major  improvements  have 
the  Board  made  and  what  is  the  cost  savings  attributed  to  each? 

Mr.  Bower:  We  are  currently  meeting  or  exceeding  our  goals 
in  all  six  of  the  project  areas  under  the  Special  Management 
Improvement  Program  (SMIP).  Our  primary  goal  was  to  correct  long- 
standing weaknesses  and  get  current  on  our  claims  processing  work, 
as  opposed  to  saving  money.  Although  we  do  not  have  detailed 
estimates  of  the  savings  to  the  trust  funds  from  all  of  these 
projects,  we  can  tell  from  experience  that  the  long  term  savings 
will  be  far  greater  than  the  investment  for  the  SMIP.  Following 
is  a  brief  review  of  the  status  of  our  work  in  each  area. 

Claims  processing.  When  we  began  the  SMIP  in  fiscal  year  1992.  we 
had  a  total  workload  of  over  79.000  cases  in  targeted  categories 
of  backlogged  retirement  and  survivor  claims.  By  the  end  of 
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February  1995.  we  had  reduced  the  backlog  to  6.943  in  the  3 
remaining  targeted  categories.  We  are  currently  ahead  of  schedule 
in  this  area,  and  we  expect  to  eliminate  the  backlog  completely  by 
the  end  of  September  1995. 

Debt  management.  We  have  made  major  improvements  in  our  debt 
collection  operations,  including  expansion  of  the  Internal  Revenue 
Service's  tax  refund  offset  program  and  our  use  of  debt  collection 
agencies.  We  collected  more  than  $1.1  million  through  these 
efforts  in  fiscal  year  1994  --  more  than  twice  our  goal.  In 
addition,  the  tax  refund  offset  program  is  one  of  the  most  cost- 
effective  collection  methods,  and  debts  can  be  referred  annually 
for  up  to  10  years. 

Fraud  control.  We  have  made  major  advances  in  the  area  of  fraud 
control,  completing  our  SMIP  objectives  more  than  2  years  before 
the  scheduled  date.  By  the  end  of  fiscal  year  1994.  we  had 
established  wage  matching  agreements  with  all  50  States,  the 
District  of  Columbia  and  the  Commonwealth  of  Puerto  Rico,  covering 
100  percent  of  railroad  workers.  Our  original  goal  for  1994  was 
to  have  conducted  matches  with  38  different  states.  By  conducting 
matches  with  all  States,  we  achieved  our  ultimate  goal  about  three 
years  ahead  of  schedule.  In  fiscal  year  1994,  we  identified  over 
$1.2  million  in  potential  recoverables  through  these  programs  and 
referred  over  1,000  cases  to  our  Inspector  General  with  potential 
recoverables  of  an  additional  $1.8  million. 

Tax  accounting.  We  have  made  major  improvements  to  our  tax 
processing  systems,  and  we  have  eliminated  a  backlog  of  more  than 
51.000  unprocessed  record  corrections  and  incorrect  tax 
statements . 

Trust  fund  integrity.  We  are  ahead  of  schedule  in  reconciling 
employers'  reports  of  compensation  more  than  a  year  before  the 
statute  of  limitations  expires.  We  have  also  made  an  electronic 
tax  payment  system  available  to  all  employers. 

Information  systems.  We  implemented  a  new  work  measurement  system 
for  our  field  service  based  on  an  approach  used  by  the  Social 
Security  Administration,  and  we  are  continuing  to  expand  its  use. 
In  addition,  with  approval  by  the  Office  of  Management  and  Budget, 
we  acquired  software  to  make  our  procedural  manuals  and 
administrative  documents  available  to  our  staff  on-line  through 
personal  computers  and  computer  terminals. 

MATERIAL  WEAKNESSES 

Mr.  Stokes:  According  to  your  opening  statement,  included 
among  the  Board's  material  weaknesses  are  the  allowance  of  debt 
not  anticipated  to  be  collected,  inaccurate  benefits  payments,  and 
lack  of  an  annual  reconciliation  between  retirement  tax  deposits 
paid  and  amounts  deposited.  What  is  the  dollar  level  associated 
with  each  of  these  weaknesses?  Specifically,  what  is  the  Board 
doing  to  correct  each? 

Mr.  Bower:  Our  staff  worked  with  the  auditors  and  developed 
a  new  methodology  for  calculating  our  allowance  for  doubtful 
accounts.  The  methodology  was  approved  by  the  auditors  and  used 
in  finalizing  the  fiscal  year  1994  financial  statements.  However, 
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the  auditors  concluded  that  a  material  weakness  existed  for  fiscal 
year  1994  because  we  had  not  applied  the  methodology  consistently 
throughout  the  fiscal  year.  Based  on  the  new  methodology.  $5.2 
million  was  added  to  our  allowance  for  doubtful  accounts  at 
September  30.  1994.  bring  the  allowance  to  $27.9  million  (29 
percent  of  receivables).  The  auditors  have  indicated  that  they 
will  consider  this  material  weakness  as  closed  in  future  audits  of 
our  financial  statements.  Other  than  to  continue  applying  this 
accepted  methodology  and  monitoring  our  allowances  throughout  the 
fiscal  year,  no  further  action  is  required. 

The  material  weakness  regarding  inaccurate  benefit  payments 
arose  because  the  RRB  has  a  history  of  not  following  a  consistent 
policy  on  reopening  cases.  The  auditors  noted  instances  of 
errors,  but  we  cannot  calculate  a  dollar  value  because  their  case 
sample  was  not  large  enough  to  extrapolate  the  results  to  the 
entire  universe  of  claims.  The  Board  is  currently  reviewing  a 
proposed  regulation  on  administrative  finality  which  we  hope  to 
adopt  in  the  very  near  future. 

The  third  material  weakness  was  in  regard  to  a  lack  of  an 
annual  reconciliation  between  retirement  tax  deposits  paid  and 
amounts  deposited.  The  RRB  does  receive  information  from  the 
Internal  Revenue  Service  (IRS)  that  details  the  amount  received  by 
the  IRS  electronically  from  the  railroads  through  the  Fedwire 
system,  but  does  not  receive  a  report  which  details  the  daily 
deposits  made  by  the  railroads  that  do  not  use  the  Fedwire  system. 
About  97  percent  of  our  tax  receipts  are  collected  through  the 
Fedwire  system.  Therefore,  by  matching  these  detailed  tax 
receipts  against  the  amounts  deposited  each  month,  we  can  provide 
reasonable  assurance,  but  not  absolute  assurance,  that  we  have 
received  all  of  the  taxes  to  which  we  are  entitled.  It  is  not 
possible  to  quantify  the  dollar  level  associated  with  this 
material  weakness.  To  correct  this  deficiency,  the  RRB  has 
developed  in  coordination  with  the  Department  of  the  Treasury  and 
the  IRS  an  Automated  Clearing  House  (ACH)  system  called  RRBLINK 
which  will  allow  us  to  ensure  that  the  correct  amounts  of  employer 
taxes  are  being  credited  to  the  RRB's  trust  funds. 

COLLECTIONS 

Mr.  Stokes:  What  steps  are  being  taken  by  the  Board  to 
better  analyze  the  aging  and  improve  collections? 

Mr.  Bower:  Our  Debt  Recovery  Manager  and  his  staff  analyzed 
the  condition  of  our  receivables.  These  analyses  disclosed  that 
some  debts  could  be  prevented  if  information  available  to  the  RRB 
was  better  utilized  and  identified  deficiencies  in  the  timely 
recovery  of  overpayments  from  debtors- with  continuing  benefits  and 
of  debts  relating  to  the  death  of  a  beneficiary.  Based  on  these 
analyses,  we  have  taken  the  following  steps  to  prevent  debts  from 
arising  and  improve  collections. 

The  RRB  receives  information  about  an  individual's  death 
primarily  from  the  Social  Security  Administration  and  the  Health 
Care  Financing  Administration.  To  better  utilize  this 
information,  a  special  unit  was  established  in  headquarters  to 
confirm  the  death  by  immediately  contacting  the  family,  funeral 


home,  and  other  sources  rather  than  sending  these  reported  deaths 
to  field  offices  for  confirmation. 

When  electronic  fund  transfer  payments  were  returned  by  the 
financial  institution  because  the  account  was  closed,  the  RRB 
previously  issued  a  check  to  the  annuitant's  last  known  address. 
Now  the  RRB  sends  the  annuitant  a  notice  requesting  new  payment 
information,  and  payment  is  reissued  when  the  annuitant's  reply  is 
recei  ved . 

On  March  25.  1994,  the  RRB  began  using  the  Death 
Notification  Entry  (ONE)  system.  Financial  institutions  are 
electronically  notified  of  confirmed  dates  of  death.  The 
financial  institution  marks  their  records  to  return  payments 
subsequent  to  the  date  of  death. 

The  RRB  relies  solely  on  manual  controls  to  ensure  that 
payments  made  after  death  are  identified,  calculated,  recorded, 
and  recovered  by  reclamation  through  the  Department  of  the 
Treasury.  To  improve  this  process,  the  RRB  is  developing  an 
automated  system  for  performing  the  aforementioned  activities  as 
well  as  initiating  the  ONE  and  reclamation  actions  once  the  death 
is  confirmed  and  the  annuity  is  terminated.  This  system  is 
scheduled  to  be  operational  in  June  1995. 

Also,  the  Board  is  finalizing  a  revision  to  our  regulation 
(Part  255)  on  recovery  of  overpayments.  The  new  regulation  will 
ensure  the  proper,  consistent  and  timely  collection  of  this  debt. 

In  addition,  other  processing  changes  have  or  will  be  made 
as  follows: 

posting  returned  payments  automatically  to 

debts . 

referring  potential  fraud  cases  automatically  to 

the  Office  of  Inspector  General  for 

investigation. 

notifying  executors/administrators  of  estates 

and  personal  representatives  of  decedents  timely 

of  the  debt. 

accruing  interest  and  penalty  on  delinquent 

debt. 

tracking  delinquent  debt  and  referring  such  debt 

to  appropriate  collection  programs,  and 

using  a  lockbox  to  receive  all  payments  and 

responses  to  debt  correspondence. 

The  RRB's  initial  efforts  were  to  improve  current  processing  in 
troublesome  spots,  stop  the  loss  of  revenues,  and  keep  debt 
backlogs  from  growing.  The  RRB  initiated  the  following  projects 
to  eliminate  debt  workloads: 

•  post  receipts  to  receivables. 

•  post  payments  returned  by  financial  institutions 
to  receivables, 

•  issue  overpayment  notices  to  debtors  receiving 
benefits. 
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•  make  determinations  as  to  whether  debtors  were 
at  fault  for  overpayments  and  can  repay  the 
debts , 

•  change  the  allowance  for  bad  debts  from  1.22 
percent  at  the  end  of  fiscal  year  1992  to  31.1 
percent  in  1994  based  on  an  analysis  of  the  age 
and  collectibility  of  the  debts,  and 

•  increase  debts  referred  to  special  collection 
programs,  such  as  the  Internal  Revenue  Service 
tax  refund  offset  program  (collections  increased 
from  $408,000  in  fiscal  year  1990  to  $1,100,000 
in  1994). 

ORGANIZATIONAL  STRUCTURE 

Mr.  Stokes:  To  what  extent  is  the  Board  working  to  improve 
its  organizational  structure?  How  does  the  proposed  structure 
compare  with  current  alignment? 

Mr.  Bower:  On  November  15.  1994,  the  Board  approved  a 
realignment  of  the  Railroad  Retirement  Board's  organizational 
structure  that  became  effective  January  3.  1995. 

The  new  organizational  structure  more  closely  reflects  the 
mission  of  the  agency.  It  places  all  activities  related  to 
awarding  benefits  and  providing  direct  service  to  our  customers 
under  a  newly  created  Office  of  Programs.  All  units  engaged  in 
providing  administrative  support  for  these  activities  are  now 
under  a  new  Office  of  Administration.  The  Office  of  General 
Counsel  continues  to  comprise  the  agency's  legal  and  legislative 
activities.  In  addition,  all  functions  related  to  automation  were 
centralized  under  the  newly  created  position  of  Chief  Information 
Officer. 

The  major  purpose  of  the  reorganization  was  to  improve 
program  coordination  and  increase  management  accountability.  Both 
areas  were  cited  as  needing  improvement  by  the  contractor  who 
audited  the  Board's  financial  statements.  While  cost  savings  were 
not  a  driving  force,  it  is  hoped  the  new  structure  will  lead  to 
increased  efficiency,  particularly  in  the  areas  of  customer 
service  and  information  management.  It  also  focuses  more 
attention  on  the  activities  that  directly  relate  to  providing 
benefits,  which  should  improve  service.  Finally,  it  places  more 
responsibility  in  the  hands  of  senior  and  middle  management,  and 
encourages  greater  teamwork  and  participation  by  all  agency 
employees.  We  recognize  this  is  just  a  first  step,  which  was 
taken  only  after  careful  consideration  of  personnel -related 
impacts.  These  included  bumping  rights  and  possible  separation 
payments.  We  have  also  started  negotiations  with  the  employees' 
union  on  relevant  aspects  of  the  reorganization,  as  we  are 
required  to  do.  Two  new  senior  management  positions  have  been 
posted  and  are  in  the  process  of  being  filled.  It  is  my  hope  that 
our  new  management  team  will  help  us  take  the  next  step  by 
reviewing  all  of  our  processes  and  systems  in  a  thorough,  critical 
manner  and  suggesting  needed  improvements. 


CIVIL  REMEDIES 

Mr.  Stokes:  According  to  the  opening  statement,  since  the 
inception  of  the  Program  Fraud  Civil  Remedies  Act,  32  cases  have 
been  settled  by  payment.  What  is  the  aggregate  amount  associated 
with  the  32  cases  settled? 

Mr.  Bower.  Mr.  Dickman:  The  number  of  cases  now  settled  is 
40,  with  an  aggregate  amount  of  $148,348.87. 

Mr.  Stokes:  How  many  cases  are  currently  under 
investigation? 

Mr.  Bower:  The  Office  of  General  Counsel  currently  has  20 
cases  at  various  stages  of  development  in  preparation  for 
submission  to  an  Administrative  Law  Judge  for  a  decision  under  the 
Program  Fraud  Civil  Remedies  Act. 
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844  NORTH  RUSH  STREET 
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Board  Members  ^8    I   0   1995 

GLEN  L  BOWER.  Chairman 

V.M.  SPEAKMAN.  JR .  Labor  Member 

JEROME  F  KEVER.  Management  Member 

Honorable  Newt  Gingrich 
Speaker  of  the  House  of 

Representatives 
Washington,  D.C.   20515 

Dear  Mr.  Speaker: 

In  compliance  with  Office  of  Management  and  Budget  (0MB)  Circular  No.  A-ll, 
enclosed  is  our  Congressional  justification  of  budget  estimates  for  fiscal 
year  1996.  This  budget  complies  with  0MB  guidance  on  preparation  of  the 
fiscal  year  1996  budget  and  is  in  accordance  with  the  President's  proposals 
for  deficit  reduction. 

The  Railroad  Retirement  Board  (RRB)  is  an  independent  agency  in  the  executive 
branch  of  the  Federal  Government.  The  RRB's  primary  function  is  to  administer 
comprehensive  retirement/survivor  and  unemployment/sickness  insurance  benefit 
programs  for  the  nation's  railroad  workers  and  their  families,  under  the 
Railroad  Retirement  and  Railroad  Unemployment  Insurance  Acts.  In  connection 
with  the  retirement  program,  the  RRB  has  administrative  responsibilities  under 
the  Social  Security  Act  for  certain  benefit  payments  and  railroad  workers' 
Medicare  coverage.  It  also  assists  in  the  administration  of  the  Internal 
Revenue  Code. 

Our  fiscal  year  1996  budget  for  administrative  expenses  is  for  $93,359,000  and 
1,393  full-time  equivalent  (FTE)  employees,  excluding  the  Office  of  Inspector 
General.  Our  Inspector  General  submits  his  administrative  budget  for  the 
Limitation  on  the  Office  of  Inspector  General  separately.  Our  budget  also 
excludes  $3,700,000  and  44  FTE's  that  we  estimate  to  be  reimbursable  by  the 
Health  Care  Financing  Administration  (HCFA)  for  Medicare  activities  in  fiscal 
year  1996.  Our  fiscal  year  1996  total  administrative  expense  budget  is 
approximately  $1  million  more  than  the  $92,352,000  appropriated  for  fiscal 
year  1995.  A  breakdown  of  our  fiscal  year  1996  budget  by  account  follows: 

Estimate 


Account 

FIEls 
1,379 

Amount 

Limitation  on  Administration 

$92,700,000 

Special  Management  Improvement  Fund 

_i4 

659.000 

Total 

1.393 

$93,359,000 
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The  President's  budget  proposes  that  a  single  administrative  account,  the 
Limitation  on  Administration,  be  established  to  provide  funding  for  the 
administration  of  both  the  railroad  retirement/survivor  and 
unemployment/sickness  insurance  benefit  programs.  The  single  account  replaces 
the  former  Limitation  on  Administration  Account  which  funded  the 
administration  of  the  retirement/survivor  benefit  program,  and  the  Limitation 
on  Railroad  Unemployment  Insurance  Administration  Fund  which  funded  the 
administration  of  the  unemployment/sickness  insurance  benefit  program. 
Finally,  the  amount  requested  is  without  a  statutory  reserve  amount.   In 
previous  years,  a  statutory  reserve  amount  was  included  in  the  request  and  was 
to  be  available  only  to  the  extent  necessary  to  process  unanticipated 
workloads.  For  fiscal  year  1996,  the  President's  budget  has  dropped  the 
statutory  reserve  provision. 

The  amounts  requested  for  administrative  activities  also  reflect  the 
President's  proposals  for  deficit  reduction.  Specifically,  expenses  for 
travel  and  transportation  of  persons;  transportation  of  things;  rent, 
communications,  and  utilities  (excludes  rental  payments  to  the  General 
Services  Administration);  printing;  other  services;  and  supplies  and  materials 
were  reduced  in  accordance  with  Executive  Order  12837  which  calls  for  these 
expenses  to  be  reduced  by  9  percent  in  fiscal  year  1996  from  the  base  year 
1993. 

The  amounts  requested  and  FTE's  proposed  reflect  the  locality-based 
comparability  increase  effective  in  January  1995.  Also,  in  accordance  with 
the  Administration's  guidance,  a  2.4  percent  pay  increase  in  January  1996  is 
provided  to  cover  both  a  cost-of-living  and  locality  increase.  After 
providing  for  essential  non-compensation  expenses,  the  total  funding  proposed 
for  the  Limitation  on  Administration  and  the  Special  Management  Improvement 
Fund  allows  for  personnel  compensation  and  benefits  for  approximately 
1,393  FTE's.  This  is  7  FTE's  less  than  the  President's  ceiling  for  1996. 
Equipment  expenditures  will  also  continue  to  be  sharply  constrained  under  the 
proposed  budget. 

Under  the  proposed  budget,  we  intend  to  complete  work  as  planned  on  the  high- 
priority  5-year  program  of  special  projects  to  implement  management 
improvements  in  six  functional  areas:  benefit  claims  processing,  debt 
collection,  benefit  fraud  control,  information  systems,  benefit  taxation 
accounting,  and  trust  fund  integrity.  Funded  by  the  Special  Management 
Improvement  Fund,  these  projects  began  in  fiscal  year  1992  based  on  an 
agreement  entered  into  by  the  RRB  and  0MB  and  are  scheduled  to  be  completed  in 
fiscal  year  1996. 
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J".* ^I*1?"  t0  the  requests  for  administrative  expenses,  this  budget  includes 
$240,000,000  to  fund  the  continuing  phase-out  costs  for  vested  dual  benefits 
This  amount  is  without  margin  for  actuarial  uncertainties.  However,  the 
President  s  budget  provides  for  an  additional  2  percent  ($4,800,000)  which 
would  become  available  proportional  to  the  amount  by  which  the  product  of 
recipients  and  the  average  benefit  received  exceeds  $240,000,000   Also 
requested  is  $300,000  to  reflect  our  latest  estimate  for  interest  related  to 
uncashed  railroad  retirement  checks.  These  funds  are  being  requested  for 
2  years  and  will  be  available  through  September  30,  1997. 

Sincerely, 


Glen  L.  Bower 


i*u4*«x- 


Honorable  Alice  M.  Rivlin 
Director,  Office  of  Management 
and  Budget 


V.  M.  Speakman,  Jr. 
Jerome  F.  Kever 


903 


TABLE  OF  CONTENTS 


SUMMARY  OF  APPROPRIATION  ESTIMATES  FOR  FISCAL  YEAR  1996 1 

AGENCY  OVERVIEW 

Programs  Administered  by  the  Railroad  Retirement  Board 3 

Financing  of  Railroad  Retirement  Benefits 4 

Financing  of  Unemployment  and  Sickness  Insurance  Benefits 5 

Description  of  Appropriation  Requests 6 

Information  on  the  Board  Members 9 

Railroad  Retirement  Board  Administrative  Organization 10 

CONSOLIDATED  SCHEDULE  OF  ADMINISTRATIVE  EXPENSES 

Summary  of  Budget  Authority  by  Limitation  Account 11 

Budget  Authority  by  Activity 12 

Budget  Authority  by  Object  Classification 13 

Personnel  Summary 14 

Staffing  History 15 

Funding  for  Major  Contracts 16 

JUSTIFICATION  OF  ESTIMATES  -  LIMITATION  ON  ADMINISTRATION  1/ 

Proposed  Appropriation  Language 19 

Explanation  of  Proposed  Appropriation  Language 20 

Authorizing  Legislation 21 

Proposal  to  Delete  Appropriation  Language 23 

Budget  Authority  by  Activity 24 

Limitation  on  Administration 

Financing 26 

Sources  and  uses  of  funds 27 

Amounts  available  for  obligation 28 


Includes  certain  information  shown  separately  on  the  Limitation  on 
Railroad  Unemployment  Insurance  Administration  Fund  for  fiscal  years  1994 
and  1995.  For  fiscal  year  1996,  this  information  is  combined  with  funding 
for  the  administration  of  the  retirement  program  under  a  single 
administrative  account,  Limitation  on  Administration,  to  be  established  in 
accordance  with  proposed  legislation. 


904 


TABLE  OF  CONTENTS 

Page 
Number 

Limitation  on  Railroad  Unemployment  Insurance  Administration  Fund 

Financing 29 

Sources  and  uses  of  funds 30 

Amounts  available  for  obligation 31 

Budget  Authority  by  Object  Classification 32 

Personnel  Summary 33 

Summary  of  Changes 34 

Appropriations  History  Table 36 

Justification  by  Activity 

General 38 

Maintenance  of  rail  earnings  accounts 40 

Processing  applications  -  retirement 42 

Processing  claims  -  unemployment 43 

Processing  claims  -  sickness 45 

Maintenance  of  beneficiary  rolls 46 

Rail  claimant  placement  services 47 

Med  i  care 48 

Administration 48 

Facility  management 49 

JUSTIFICATION  OF  ESTIMATES  -  SPECIAL  MANAGEMENT  IMPROVEMENT  FUND 

Proposed  Appropriation  Language 51 

Explanation  of  Proposed  Appropriation  Language 52 

Authorizing  Legislation 53 

Budget  Authority  by  Activity 54 

Financing 55 

Sources  and  Uses  of  Funds 56 

Amounts  Available  for  Obligation 57 

Budget  Authority  by  Object  Classification 58 

Personnel  Summary 59 

Summary  of  Changes 60 

Justification  by  Activity 

General 61 

Claims  processing 62 

Debt  collection 64 

Fraud  control 64 

Tax  accounting 65 

Trust  fund  integrity 65 

Information  systems 66 

JUSTIFICATION  OF  ESTIMATES  -  DUAL  BENEFITS  PAYMENTS  ACCOUNT 

Proposed  Appropriation  Language 67 

Explanation  of  Proposed  Appropriation  Language 68 

Authorizing  Legislation 69 

Appropriations  History  Table 70 


905 


TABLE  OF  CONTENTS 

Page 
Number 

JUSTIFICATION  OF  ESTIMATES  -  DUAL  BENEFITS  PAYMENTS  ACCOUNT  (CONT'D) 

Funding  Sources 71 

Amounts  Available  for  Obligation 72 

Explanation  of  1996  Request 73 

JUSTIFICATION  OF  ESTIMATES  -  FEDERAL  PAYMENTS  TO  THE  RAILROAD 
RETIREMENT  ACCOUNTS 

Proposed  Appropriation  Language 75 

Explanation  of  Proposed  Appropriation  Language 76 

Authorizing  Legislation 77 

Appropriations  History  Table 77 

Amounts  Available  for  Obligation 78 

Explanation  of  1996  Request 79 

OTHER  INFORMATION 

Automation  Activities  for  the  Railroad  Retirement  Benefit 
Program 81 

Automation  Activities  for  the  Railroad  Unemployment  and 

Sickness  Insurance  Program 85 

Action  on  Congressional  Recommendations 87 

Statement  to  the  Congress  Concerning  Agency  Compliance  on  the 
Use  of  Federal  Funds  for  Influence  Peddling 88 

Summary  of  Full-time  Equivalent  Employment 89 

Average  ES  Levels,  GS/GM  Grades  and  Salaries 90 

Note:   The  following  pages  are  blank:   74,  80 


906 


RAILROAD  RETIREMENT  BOARD 


SUMMARY  OF  APPROPRIATION  ESTIMATES 
FOR  FISCAL  YEAR  1996 


Account 


ULa 


Estimate 


Amount 


Page 

number 


Limitation  on 
Administration  a/ 


Special  Management 
Improvement  Fund 


1,379  b/  $  92,700,000  c/      19 

14    $   659.000  d/      51 

1,393  §/  $  93,359,000 


Limitation  on  the 
Office  of  Inspector 
General 


85    $  6,700,000  il 


Dual  Benefits  Payments 
Account 


$240,000,000  g/      67 


Federal  Payments  to  the 
Railroad  Retirement 
Accounts 


$   300,000  h/      75 


a/   Represents  a  single  administrative  account  which  would  be  established 
under  proposed  legislation  to  fund  the  administration  of  the  railroad 
retirement/survivor  and  unemployment/sickness  insurance  benefit 
programs . 

by   Excludes  44  FTE's  to  perform  Medicare  activities  financed  by  the  Health 
Care  Financing  Administration  and  funding  associated  with  the  FTE's. 

c/   In  previous  years,  a  statutory  reserve  amount  was  included  in  the 
appropriation  estimate  for  the  administration  of  the  railroad 
retirement  program.  For  fiscal  year  1996,  the  President's  budget  has 
dropped  this  provision;  therefore,  the  amount  provided  is  without  a 
statutory  reserve. 

d/   Proposed  appropriation  language  specifies  that  a  Special  Management 
Improvement  Fund  of  $659,000  would  be  used  to  effect  management 
improvements  and  would  be  derived  from  the  Railroad  Retirement  and 
Railroad  Unemployment  Insurance  Accounts. 

2/      Represents  the  total  number  of  FTE's  we  estimate  can  be  funded  in 
fiscal  year  1996,  excluding  44  FTE's  financed  by  the  Health  Care 
Financing  Administration.  The  President's  proposed  staffing  level  1s 
1,400  FTE's,  excluding  the  FTE's  financed  by  the  Health  Care  Financing 
Administration. 


This  limitation  i: 
Inspector  General 
document. 


for  the  Railroad  Retirement  Board's  Office  of 
It  is  described  in  a  separate  justification 
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g/   The  appropriation  language  provides  for  $240,000,000  to  fund  vested 
dual  benefits  from  general  revenue  of  which  $17,000,000  is  expected 
from  income  taxes  on  vested  dual  benefits.  The  appropriation  language 
provides  for  a  2  percent  reserve  ($4,800,000)  on  top  of  the 
$240,000,000  appropriation  which  would  become  available  proportional  to 
the  amount  by  which  the  product  of  recipients  and  the  average  benefit 
received  exceeds  $240,000,000. 

h/   This  amount  reflects  our  latest  estimate  for  interest  related  to 

uncashed  railroad  retirement  checks  and  will  remain  available  throuqh 
September  30,  1997. 


AGENCY  OVERVIEW 


The  Railroad  Retirement  Board  (RRB)  is  an  independent  agency  in  the 
executive  branch  of  the  Federal  Government.  The  RRB's  primary  function  is 
to  administer  comprehensive  retirement/survivor  and  unemployment/sickness 
insurance  benefit  programs  for  the  nation's  railroad  workers  and  their 
families,  under  the  Railroad  Retirement  and  Railroad  Unemployment  Insurance 
Acts.  In  connection  with  the  retirement  program,  the  RRB  has  administrative 
responsibilities  under  the  Social  Security  Act  for  certain  benefit  payments 
and  railroad  workers'  Medicare  coverage.  It  also  assists  in  the 
administration  of  the  Internal  Revenue  Code. 

The  RRB  is  headed  by  three  Board  Members  appointed  by  the  President  of  the 
United  States  with  the  advice  and  consent  of  the  Senate.  By  law,  one  member 
is  appointed  upon  recommendations  made  by  railroad  labor  organizations  and 
one  upon  recommendations  of  railroad  employers.  The  third  member,  the 
Chairman,  represents  the  public  interest.  The  Board  Members'  terms  of 
office  are  5  years  and  expire  in  different  years.  The  President  also 
appoints  an  independent  statutory  Inspector  General  for  the  RRB  (outside  the 
administrative  control  of  the  Board  Members,  but  who  reports  directly  to  the 
Chairman)  who  is  to  prevent  and  detect  waste,  fraud,  and  abuse  in  RRB 
programs  and  operations.  Additional  information  on  the  Board  Members  is 
provided  on  page  9.  A  current  organization  chart  of  the  RRB  is  shown  on 
page  10. 

During  fiscal  year  1994,  the  RRB  paid  almost  $8.0  billion  in  retirement  and 
survivor  benefits  and  $96  million  in  unemployment  and  sickness  insurance 
benefits.  At  the  end  of  the  fiscal  year,  there  were  812,000  beneficiaries 
receiving  retirement  and  survivor  benefits.  During  fiscal  year  1994,  almost 
20,800  railroad  workers  received  unemployment  insurance  benefits  and  about 
21,500  received  sickness  insurance  benefits.  During  fiscal  year  1994,  the 
RRB  also  paid  benefits  on  behalf  of  the  Social  Security  Administration 
amounting  to  $1.1  billion  to  159,000  beneficiaries. 

Programs  Administered  bv  the  RRB 

Railroad  Retirement  Act 

Under  the  Railroad  Retirement  Act,  the  RRB  makes  monthly  benefit  payments  to 
railroad  employees  with  at  least  10  years  of  service  who  retire  because  of 
age  or  disability,  to  eligible  spouses  of  such  employees,  and  to  survivors 
of  deceased  employees.  Total  and  permanent  disability  annuities  are  payable 
to  employees  unable  to  work  at  any  job,  and  occupational  disability 
annuities  are  payable  to  career  railroad  employees  unable  to  work  at  their 
regular  railroad  jobs.  Supplemental  annuities  are  payable  to  career 
railroad  employees  with  service  prior  to  October  1981.  There  are  also 
provisions  for  lump-sum  payments. 
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The  RRB  also  administers  certain  vested  dual  benefits  financed  by  annual 
appropriations  from  general  funds.  Of  the  812,000  beneficiaries  on  the 
rolls  as  of  September  30,  1994,  about  169,000  received  these  benefits. 

Railroad  Unemployment  Insurance  Act 

Under  the  Railroad  Unemployment  Insurance  Act,  the  RRB  pays  unemployment 
insurance  benefits  to  railroad  workers  who  are  unemployed  but  ready, 
willing,  and  able  to  work  and  sickness  insurance  benefits  to  railroad 
workers  who  are  unable  to  work  because  of  illness  or  injury.  The  RRB  also 
assists  unemployed  railroad  workers  in  securing  employment. 

Financing  of  Railroad  Retirement  Benefits 

The  primary  source  of  income  for  the  railroad  retirement/survivor  benefit 
program  is  payroll  taxes  paid  by  railroad  employers  and  their  employees.  By 
law,  railroad  retirement  taxes  are  coordinated  with  social  security  taxes. 
Employees  and  employers  pay  tier  I  taxes  at  the  same  rate  as  social  security 
taxes.   In  addition,  both  employees  and  employers  pay  tier  II  taxes,  which 
are  used  to  finance  railroad  retirement  benefit  payments  over  and  above 
social  security  benefit  levels. 

Other  sources  of  income  currently  include  Federal  income  taxes  on  railroad 
retirement  annuities,  appropriations  from  general  funds  of  the  Department  of 
the  Treasury  (Treasury)  provided  to  phase-out  certain  vested  dual  benefits, 
interest  on  investments,  advances  from  the  financial  interchange,  and  the 
financial  interchange  with  the  social  security  trust  funds.  The  financial 
interchange  places  the  social  security  trust  funds  in  the  same  position  they 
would  be  in  if  railroad  service  were  covered  by  the  social  security  program 
instead  of  the  railroad  retirement  program.  In  effect,  through  the 
financial  interchange,  the  portion  of  railroad  retirement  annuities  that  is 
equivalent  to  social  security  benefits  is  reinsured  through  the  social 
security  system,  thereby  extending  social  security  protection  to  railroad 
workers. 

Funds  not  needed  immediately  for  benefit  payments  or  administrative  expenses 
are  invested  in  interest-bearing  securities.  The  Railroad  Retirement  Act 
restricts  investments  to  obligations  of,  or  obligations  guaranteed  as  to 
principal  and  interest  by,  the  U.S.  Government. 

In  October  1984,  the  regular  Railroad  Retirement  Account  was  divided  into 
two  accounts  with  the  establishment  of  the  Railroad  Social  Security 
Equivalent  Benefit  (SSEB)  Account.  The  SSEB  Account  is  charged  with 
railroad  retirement  benefit  payments  equivalent  to  social  security  benefits 
and  credited  with  taxes  and  transfers  associated  with  those  benefits.  The 
current  Railroad  Retirement  Account  provides  funding  for  benefits  in  excess 
of  social  security  levels. 
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Vested  dual  benefits  have  been  funded  by  annual  appropriations  from  general 
funds  of  the  Treasury  and  paid  from  a  separate  account,  the  Dual  Benefits 
Payments  Account.  Since  October  1,  1988,  revenue  from  income  taxes  on  these 
benefits  has  also  been  credited  to  the  Dual  Benefits  Payments  Account.  If 
the  appropriation  in  a  fiscal  year  does  not  cover  total  benefits,  individual 
payments  must  be  reduced  by  proration. 

The  RRB  also  pays  supplemental  annuity  benefits  from  the  Supplemental 
Annuity  Pension  Fund  to  retired  railroad  employees  at  age  60  with  30  years 
of  creditable  rail  service  or  at  age  65  with  25-29  years  of  creditable 
service.  It  is  financed  by  a  tax  paid  by  railroad  employers  based  on  the 
number  of  work  hours  for  which  they  pay  compensation. 

Amounts  needed  to  administer  these  programs  are  authorized  by  the  Congress 
in  annual  appropriation  acts.  In  addition,  the  Health  Care  Financing 
Administration  reimburses  the  RRB  for  the  administrative  costs  incurred  for 
certain  Medicare  activities.  In  fiscal  year  1996,  it  is  estimated  that  the 
RRB  will  be  reimbursed  $3,700,000  for  such  costs. 

Financing  of  Unemployment  and  Sickness  Insurance  Benefits 

The  railroad  unemployment  and  sickness  insurance  program  is  financed  by 
payroll  taxes  paid  by  railroad  employers.  The  Railroad  Unemployment 
Insurance  and  Retirement  Improvement  Act  of  1988  (Public  Law  100-647) 
amended  the  Railroad  Unemployment  Insurance  Act  to  provide  for  an 
experience-rated  employer  contribution  system  responsive  to  fluctuations  in 
railroad  employment  and  benefit  usage.  Experience  rating  was  implemented 
over  a  3-year  transition  period  which  began  in  calendar  year  1991.  Full 
experience  rating  began  in  1993. 

For  calendar  year  1995,  the  minimum  employer  contribution  rate  is 
0.65  percent  and  the  appropriate  rate  is  applied  to  the  first  $850  earned 
monthly  by  each  employee.  In  accordance  with  Public  Law  100-647,  the  wage 
base  is  indexed  each  year  to  approximately  two-thirds  of  the  growth  in 
average  national  wages.  An  employer's  overall  rate  under  the  system  cannot 
exceed  12  percent,  or  12.5  percent  if  the  maximum  surcharge  described  below 
is  in  effect.  These  rates  include  a  component  to  cover  costs  shared  by  all 
employers  and  0.65  percent  of  the  employers'  taxable  payroll  permanently 
appropriated  to  the  RRB  for  administrative  expenses.  In  addition,  a 
surcharge  will  be  added  to  employers'  unemployment  contributions  for  a 
calendar  year  whenever  the  balance  in  the  Railroad  Unemployment  Insurance 
Account  on  the  previous  June  30  is  less  than  a  certain  amount.  Depending  on 
the  account  balance,  the  surcharge  rate  may  be  0,  1.5,  2.5,  or  3.5  percent 
of  the  wage  base. 
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Pwiptiqp  of  Appropriation  Requests 

The  RRB  has  prepared  proposed  legislation  which  would  authorize  the  pooling 
of  funds  from  the  various  accounts  established  under  the  Railroad  Retirement 
and  Railroad  Unemployment  Insurance  Acts  into  a  single  administrative 
account  to  pay  administrative  expenses  under  the  two  acts.  This  proposal  is 
modeled  after  the  Social  Security  Act  which  authorizes  the  pooling  of  funds 
from  the  Social  Security  Administration  trust  funds  to  pay  administrative 
expenses.  This  is  also  consistent  with  the  manner  in  which  the  Office  of 
Inspector  General  is  funded  for  administrative  expenses,  i.e.  a  single 
account  which  receives  funding  from  the  railroad  retirement  and  the  railroad 
unemployment  insurance  accounts.  We  anticipate  submitting  our  proposed 
legislation  to  the  Congress  in  the  near  future. 

limitation  on  Administration 

This  is  the  single  administrative  account  for  the  RRB  which  would  be 
established  under  the  proposed  legislation  to  provide  funding  for  the 
administration  of  both  the  railroad  retirement/survivor  and  the 
unemployment/sickness  insurance  benefit  programs.  It  replaces  the  former 
Limitation  on  Administration  account  which  funded  the  administration  of  the 
retirement/survivor  benefit  program  and  the  Limitation  on  Railroad 
Unemployment  Insurance  Administration  Fund  which  funded  the  administration 
of  the  unemployment/sickness  insurance  benefit  program. 

This  appropriation  request  is  for  funds  to  administer  both  programs  under  a 
single  administrative  account.  Amounts  needed  for  this  limitation  are  to  be 
derived  from  the  Railroad  Retirement  Account,  the  Railroad  Retirement 
Supplemental  Account,  the  Social  Security  Equivalent  Benefit  Account,  and 
the  Railroad  Unemployment  Insurance  Account. 

Special  Management  Improvement  Fund 

In  accordance  with  a  5-year  management  improvement  agreement  with  the  Office 
of  Management  and  Budget,  this  account  provides  funds  to  carry  out  the  final 
year  of  specified  program  improvement  activities.  The  amount  appropriated 
will  be  derived  from  the  railroad  retirement  trust  funds  and  the  Railroad 
Unemployment  Insurance  Account.  Fiscal  year  1996  is  the  last  year  for  which 
special  improvement  funds  will  be  provided. 


912 


Limitation  on  the  Office  of  Inspector  General 

This  appropriation  request,  which  is  described  in  a  separate  justification 
document,  is  for  the  Office  of  Inspector  General.  The  1988  amendments  to 
the  Inspector  General  Act  of  1978  (Public  Law  100-504)  included  the  RRB  as 
an  "establishment"  covered  by  the  Inspector  General  Act  and  specified  the 
Chairman  of  the  RRB  as  the  head  of  the  establishment  for  purposes  of  the 
act.  Previously,  the  Railroad  Retirement  Solvency  Act  of  1983  had  amended 
the  Railroad  Retirement  Act  of  1974  to  provide  for  an  Office  of  Inspector 
General  at  the  RRB. 

Dual  Benefits  Payments  Account 

Section  15(d)(1)  of  the  Railroad  Retirement  Act  provides  for  a  Dual  Benefits 
Payments  Account  which  is  separate  from  other  railroad  retirement  accounts. 
Amounts  in  this  account  are  for  payment  of  the  vested  dual  benefit  portions 
of  railroad  retirement  annuities.  Under  current  law,  these  benefits  are 
funded  by  appropriations  from  general  revenues  and  income  taxes  on  vested 
dual  benefits. 

Under  laws  in  effect  prior  to  1975,  a  worker  engaging  in  covered  employment 
under  both  the  Railroad  Retirement  Act  and  Social  Security  Act  could,  under 
certain  conditions,  receive  benefits  separately  under  both  acts.  Because  of 
the  weighted  nature  of  the  social  security  benefit  formula,  such  "dual 
beneficiaries"  generally  received  more  in  total  benefits  than  if  all  their 
work  had  been  covered  under  either  social  security  or  railroad  retirement. 
The  dual  benefits  were  a  cost  to  the  railroad  retirement  system  because  they 
reduced  the  system's  income  from  the  financial  interchange  with  the  social 
security  system.  By  the  mid-1970's,  the  costs  to  the  railroad  retirement 
system  of  these  benefits  exceeded  $450  million  a  year  and  could  have 
bankrupted  the  system  if  allowed  to  continue. 

The  Railroad  Retirement  Act  of  1974  phased  out  future  dual  benefits  by 
revising  the  benefit  formulas  and  coordinating  payments  to  eliminate 
duplications.  It  also  authorized  general  fund  appropriations  to  provide  a 
vested  dual  benefit  amount  to  protect  annuitants  who  were  qualified  for 
benefits  under  both  programs  before  1975  and  met  certain  other  requirements. 

In  1981,  the  Congress  provided  a  separate  Dual  Benefits  Payments  Account  for 
funding  these  benefits  and  limited  benefits  in  any  year  to  the  funds  in  the 
separate  account. 

Federal  Payments  to  the  Railroad  Retirement  Accounts 

This  account  was  established  in  conjunction  with  the  implementation  of  the 
Railroad  Retirement  Solvency  Act  of  1983.  Section  417  of  the  act  amended 
the  Railroad  Retirement  Act  to  provide  for  the  reimbursement  of  unnegotiated 
benefit  checks  to  the  extent  that  such  reimbursements  are  provided  for,  in 
advance,  in  appropriation  acts.  This  account  is  the  vehicle  through  which 
such  appropriations  are  made. 
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Beginning  in  fiscal  year  1991,  the  RRB  no  longer  received  credit  to  this 
account  for  the  principal  amount  of  uncashed  railroad  retirement  checks 
Under  provisions  of  the  Competitive  Equality  Banking  Act  of  1987,  funds  for 
the  principal  amount  of  uncashed  checks  are  appropriated  to  the  Treasury  and 
then  transferred  directly  to  the  appropriate  RRB  accounts.  As  a  result,  in 
fiscal  year  1991,  the  RRB  began  receiving  credits  to  this  account  for  only 
the  interest  portion  of  the  uncashed  check  transfers.  This  account  also 
acts  as  a  conduit  for  transferring  revenues  to  the  other  railroad  retirement 
accounts. 
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The  Board  Members 


Incumbent's  name/ 
Position  (Title) 

Term 

expiration 

date 

RRB  compensation 
fiscal  vear  1994 

Glen  L.  Bower 
Member  of  Board 
(Chairman) 

08-28-97 

$122,964  b/ 

Professional 
affiliations 

American  Bar  Association 

American  Bar  Foundation 

Illinois  State  Bar  Association 

Illinois  Bar  Foundation 

Chicago  Bar  Association 

Federal  Bar  Association 


Jerome  F.  Kever 
Member  of  Board 
(Management  Member) 


Virgil  M.  Speakman, 
Member  of  Board 
(Labor  Member) 


08-28-93a/ 


Jr.  08-28-94a/ 


$115,572  b/ 


$115,572  b/ 


Liaison  Member  Administrative 
Conference  of  the  United  States 


Institute  of  Certified  Public 
Accountants 


Institute  of  Internal  Auditors 


Brotherhood  of  Railroad 
Signalmen 


Federal  Managers'  Association 


American  Federation  of 
Government  Employees 


Section  7(a)  of  the  Railroad  Retirement  Act  states  that  'Upon  the  expiration  of  his 
term  of  office  a  member  shall  continue  to  serve  until  his  successor  is  appointed  and 
shall  have  qualified."  On  January  5,  1995,  the  President  submitted  nominations  for 
new  terms  of  office  for  Messrs.  Kever  and  Speakman,  Jr.  to  the  Senate  for 
confirmation. 

As  of  January  1995,  annual  compensation  for  the  Board  Members  is  as  follows: 
Chairman  -  $123,100;  Management  Member  -  $115,700;  Labor  Member  -  $115,700. 
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Consolidated  Schedule 

Staffing  History 

Actual  Full-time  Equivalent  Employment 


Fiscal 
year 

Base 

SMIF 

Total  FTE's  a/ 

1986 

1,540 

— 

1,540 

1987 

1,509 

1,509 

1988 

1,521 

1,521 

1989 

1,556 

— 

1,556 

1990 

1,581 

... 

1,581 

1991 

1,611 

1,611 

1992 

1,584 

66 

1,650 

1993 

1,574 

80 

1,654 

1994 

1,513 

58 

1,571 

1995 

1,431 

31 

1,462  b/ 

1996 

1,379 

14 

1,393  b/ 

a/   Excludes  FTE's  reimbursed  by  the  Health  Care  Financing 
Administration  and  staffing  for  the  Office  of  Inspector 
General . 

b/   Reflects  estimated  FTE's  to  be  used. 
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Funding  for  Major  Contract? 

All  contracts  $10,000  and  over  that  are  planned  for  fiscal  year  1996  are  shown 
below. 

1996  estimated  program  funding  (S) 


Limitation 
on 
Title  and  description Administration 

Data  processing 

Data  entry  60,000 

Contracted  keypunching  services. 

Computer  recovery  service  76,160 

Fee  for  backup  data  processing  operations 
in  the  event  of  an  emergency  or  disaster. 

Automated  interface  with  Treasury  10,000 

Charges  for  using  the  automated  interface 
with  Treasury  to  transmit  and  receive  financial 
and  accounting  information. 

Support  of  benefit  program  activities 

Payments  to  Treasury  2,283,000 

Fees  in  issuing  checks  and  making  electronic 
funds  transfers  on  the  RRB's  behalf,  as  well 
as  postage  costs  incurred  for  RRB  mailings 
released  by  Treasury. 

Medical  service  485,000  a/ 

Medical  evidence  reviews  concerning  benefit 
and  claim  matters;  preparation  of  advisory 
medical  opinions;  incidental  assistance  to 
agency  employees. 

National  managers'  meeting  60,000 

Costs  associated  with  a  training  meeting 
on  various  program  activities  for  field 
service  personnel . 

Administrative  law  judges  25,000 

Fee  for  contractual  agreement  with  the 
Interstate  Commerce  Commission  to  hear 
and  decide  certain  cases  covered  by  the 
Program  Fraud  Civil  Remedies  Act. 

Transcription  services  24,000 

Transcripts  of  hearings  regarding  appeal 
cases  for  use  by  the  Board  Members. 
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Funding  for  Major  Contracts  (continued) 

1996  estimated  program  funding  (I) 

Limitation 
on 
Title  and  description Administration 

Imaging  system  30,000 

Charges  for  making  enhancements  to  existing 
imaging  systems  being  used  in  our  benefit 
program  activities. 

Financial  Management 

Financial/payroll/accounts  receivable 

improvements  30,000  a/ 

Charges  for  making  enhancements  to 

existing  automated  financial  systems. 

Investment  consulting  services  20,000  a/ 

Expert  advice  to  be  provided  the  agency 
concerning  the  investment  of  trust  fund 
assets. 

Audit  services  10,000 

Fees  to  be  paid  to  the  Defense  Contract 
Audit  agency  to  cover  contract  audit  services. 

Personnel  development,  evaluation, 
and  assistance 

Employee  assistance  program  32,560  a/ 

Professional  assistance  for  employees  with 
personal  problems  that  adversely  affect  work 
performance. 

Use  of  training  programs  15,000 

Fee  for  use  of  audiovisual  and  computer-based 
training  materials. 

Security  investigations  10,635 

Fees  to  be  paid  to  the  Office  of  Personnel 
Management  to  carry  out  background 
investigations. 

Building  services 

Janitorial  services  405,000 

Fees  to  be  paid  for  janitorial  services. 

Claim  files  service  370,000 

Fees  to  be  paid  to  the  Federal  Records  Center 
to  cover  files  storage  operations. 


Funding  for  Major  Contracts  (continued) 

1996  estimated  program  funding  (t) 

Limitation 
on 
Title  and  description Administration 

Building  security  170,000 

Guard  service. 

Building  maintenance  and  repairs                  115,000 
Costs  for  interior  and  exterior  painting, 
carpet  and  drapery  replacement,  energy 
conservation  initiatives,  and  repairs  to 
building.  

Agency  program  total  4,231,355 

Less  reimbursement  amount  from  the  Health 

Care  Financing  Administration  231.544 

Direct  program  total  3.999.811 

a/  The  amounts  requested  are  for  advisory  and  assistance  services. 
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JUSTIFICATION  OF  ESTIMATES 
LIMITATION  ON  ADMINISTRATION 

Proposed  Appropriation  Language 

Limitation  on  Administration 

For  necessary  expenses  for  the  Railroad  Retirement  Board  [,$73,881,000] 
in  administering  the  Railroad  Retirement  Act  and  the  Railroad  Unemployment 
Insurance  Act,  $92,700,000,   to  be  derived  as  authorized  by  section  15(h)  of 
the  Railroad  Retirement  Act  and  section  10(a)  of  the  Railroad  Unemployment 
Insurance  Act,  from  the  accounts  referred  to  in  those  sections   [from  the 
railroad  retirement  accounts:  Provided,   That  $200,000  of  the  foregoing  amount 
shall  be  available  only  to  the  extent  necessary  to  process  workloads  not 
anticipated  in  the  budget  estimates  and  after  maximum  absorption  of  the  costs 
of  such  workloads  within  the  remainder  of  the  existing  limitation  has  been 
achieved:  Provided  further,   That  for  fiscal  year  1995  only,  notwithstanding 
any  other  provision  of  law,  no  portion  of  this  limitation  shall  be  available 
for  payments  of  standard  level  user  charges  pursuant  to  section  210(j)  of  the 
Federal  Property  and  Administrative  Services  Act  of  1949,  as  amended  (40 
U.S.C.  490(j);  45  U.S.C.  231-231u)].  (Departments  of  Labor,  Health  and  Human 
Services,   and  Education,   and  Related  Agencies  Appropriations  Act,   1995.) 
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Explanation  of  Proposed  Appropriation  Language 


Appropriation  language 


For  necessary  expenses  for  the 
Railroad  Retirement  Board 
[,$73,881,000]  in  administering 
the  Railroad  Retirement  Act  and 
the  Railroad  Unemployment 
Insurance  Act,  $92,700,000,   to  be 
derived  as  authorized  by  section 
15(h)  of  the  Railroad  Retirement 
Act  and  section  10(a)  of  the 
Railroad  Unemployment  Insurance 
Act,   from  the  accounts  referred  to 
in  those  sections   [from  the 
railroad  retirement  accounts: 
Provided,   That  $200,000  of  the 
foregoing  amount  shall  be 
available  only  to  the  extent 
necessary  to  process  workloads  not 
anticipated  in  the  budget 
estimates  and  after  maximum 
absorption  of  the  costs  of  such 
workloads  within  the  remainder  of 
the  existing  limitation  has  been 
achieved:  Provided  further,   That 
for  fiscal  year  1995  only, 
notwithstanding  any  other 
provision  of  law,  no  portion  of 
this  limitation  shall  be  available 
for  payments  of  standard  level 
user  charges  pursuant  to  section 
210(j)  of  the  Federal  Property  and 
Administrative  Services  Act  of 
1949,  as  amended  (40  U.S.C. 
490(j);  45  U.S.C.  231-231u)]. 
(Departments  of  Labor,  Health  and 
Human  Services,  and  Education,  and 
Related  Agencies  Appropriations 
Act,   1995.) 


This  budget  request  is  for  funds  to 
administer  the  railroad 
retirement/survivor  and 
unemployment/sickness  insurance 
benefit  programs  under  a  single 
administrative  account  which  would 
be  established  under  proposed 
legislation  to  amend  the  Railroad 
Retirement  Act  and  Railroad 
Unemployment  Insurance  Act.  Under 
the  proposed  amendments,  the 
current  Railroad  Unemployment 
Insurance  Administration  Fund  would 
be  eliminated  and  the  remaining 
Limitation  on  Administration 
Account  would  draw  on  the  following 
trust  fund  accounts  for  funding: 
Railroad  Retirement  Account,  Social 
Security  Equivalent  Benefit 
Account,  Railroad  Retirement 
Supplemental  Account,  and  the 
Railroad  Unemployment  Insurance 
Account. 

Language  providing  for  the 
statutory  reserve  has  been  deleted 
as  well  as  the  provision  granting 
exemption  from  standard  level  user 
charges  for  building  space. 

Also,  please  note  that  the 
reference  to  authorizing 
legislation  as  cited  in  the 
proposed  appropriation  language  are 
to  the  Railroad  Retirement  Act  and 
Railroad  Unemployment  Insurance  Act 
as  proposed  for  amendment  to 
establish  the  single  administrative 
account. 
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Authorizing  Legislation 


Legislation  Authorized       Appropriation         Authorized         request 

Authorizing  legislation  Indefinite       173,881,000 

currently  in  effect  -- 

Section  15(a)  and  Section 
15(c)  --  first  tuo  sentences 
of  each  section  --  and 
Section  15A  (c)(1) 

Authorizing  legislation  Indefinite       417,031,000 

Railroad  Unemployment 

Section  11(a) 

Authorizing  legislation  Indefinite      192,700,000 

as  proposed  for  single 

Railroad  Retirement  Act: 
Section  15(h)  •-  first 

Unemployment  Insurance  Act: 
Section  10(a)  --  fourth 

CURRENT  LEGISLATION: 

Section  15(a)  of  the  Railroad  Retirement  Act: 

"The  Railroad  Retirement  Account  established  by  section  15(a)  of  the  Railroad 
Retirement  Act  of  1937  shall  continue  to  be  maintained  in  the  Treasury  of  the 
United  States.  There  is  hereby  appropriated  to  such  Account  for  each  fiscal 
year,  beginning  with  the  fiscal  year  ending  June  30,  1975,  to  provide  for  the 
payment  of  benefits  to  be  made  from  such  Account  in  accordance  with  the 
provisions  of  section  7(c)(1)  of  this  Act,  and  to  provide  for  expenses 
necessary  for  the  Board  in  the  administration  of  all  provisions  of  this  Act, 
an  amount  equal  to  amounts  covered  into  the  Treasury  (minus  refunds)  during 
each  fiscal  year  under  the  Railroad  Retirement  Tax  Act,  except  those  portions 
of  the  amounts  covered  into  the  Treasury  under  sections  3211(b),  3221(c),  and 
3221(d)  of  such  Tax  Act  as  are  necessary  to  provide  sufficient  funds  to  meet 
the  obligation  to  pay  supplemental  annuities  at  the  level  provided  under 
section  3(e)  of  this  Act  and,  with  respect  to  those  entitled  to  supplemental 
annuities  under  section  205(a)  of  title  II  of  this  Act,  at  the  level  provided 
under  section  205(a)." 

Section  15(c)  of  the  Railroad  Retirement  Act: 

"The  Railroad  Retirement  Supplemental  Account  established  by  section  15(b)  of 
the  Railroad  Retirement  Act  of  1937  shall  continue  to  be  maintained  in  the 
Treasury  of  the  United  States.  There  is  hereby  appropriated  to  such  account 
for  each  fiscal  year,  beginning  with  the  fiscal  year  ending  June  30,  1975,  out 
of  any  moneys  in  the  Treasury  not  otherwise  appropriated,  to  provide  for  the 
payment  of  supplemental  annuities  under  section  2(b)  of  this  Act,  and  to 
provide  for  the  expenses  necessary  for  the  Board  in  the  administration  of  the 
payment  of  such  supplemental  annuities,  an  amount  equal  to  such  portions  of 
the  amounts  covered  into  the  Treasury  (minus  refunds)  during  each  fiscal  year 
under  section  3211(b),  3221(c),  and  3221(d)  of  the  Railroad  Retirement  Tax  Act 
as  are  not  appropriated  to  the  Railroad  Retirement  Account  pursuant  to  the 
provisions  of  subsection  (a)  of  this  section." 

21 
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Section  15  A(c)(l)  of  the  Railroad  Retirement  Act: 

"Except  as  otherwise  provided  in  this  section,  amounts  in  the  Social  Security 
Equivalent  Benefit  Account  shall  be  available  only  for  purposes  of  paying 
social  security  equivalent  benefits  under  this  Act  and  to  provide  for  the 
administrative  expenses  of  the  Board  allocable  to  social  security  equivalent 
benefits." 

Section  11(a)  of  the  Railroad  Unemployment  Insurance  Act: 

"The  Secretary  of  the  Treasury  shall  maintain  in  the  unemployment 
trust  fund  established  pursuant  to  section  904  of  the  Social  Security 
Act  an  account  to  be  known  as  the  railroad  unemployment  insurance 
administration  fund.  This  unemployment  insurance  administration  fund 
shall  consist  of  (i)  such  part  of  all  contributions  collected  pursuant 
to  section  8  of  this  Act  as  equals  0.65  per  centum  of  the  total 
compensation  on  which  such  contributions  are  based;  (ii)  all  amounts 
advanced  to  the  fund  by  the  Secretary  of  the  Treasury  pursuant  to  this 
section;  (iii)  all  amounts  appropriated  by  subsection  (b)  of  this 
section;  and  (iv)  such  additional  amounts  as  Congress  may  appropriate 
for  expenses  necessary  or  incidental  to  administering  this  Act.  Such 
additional  amounts  are  hereby  authorized  to  be  appropriated." 

PROPOSED  LEGISLATION: 

Section  15(h)  of  the  Railroad  Retirement  Act: 

"Notwithstanding  any  other  provision  of  law,  there  are  authorized  to  be  made 
available  for  expenditure  out  of  the  Railroad  Retirement  Account,  the  Railroad 
Retirement  Supplemental  Account,  the  Social  Security  Equivalent  Benefit 
Account,  and  the  Railroad  Unemployment  Insurance  Account,  such  funds  as  the 
Congress  may  deem  appropriate  to  pay  the  costs  of  administration  of  this  Act 
and  the  Railroad  Unemployment  Insurance  Act." 

Section  10(a)  of  the  Railroad  Unemployment  Insurance  Act: 

"Notwithstanding  any  other  provision  of  law,  there  are  authorized  to  be  made 
available  for  expenditure  out  of  the  Railroad  Unemployment  Insurance  Account, 
the  Railroad  Retirement  Account,  the  Railroad  Retirement  Supplemental  Account 
and  the  Social  Security  Equivalent  Benefit  Account,  such  funds  as  the  Congress 
may  deem  appropriate  to  pay  the  costs  of  administration  of  this  Act  and  the 
Railroad  Retirement  Act." 
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PROPOSAL  TO  DELETE  APPROPRIATION  LANGUAGE 

Limitation  on  Railroad  Unemployment  Insurance 
Administration  Fund 

The  proposed  amendments  to  the  Railroad  Unemployment  Insurance  Act  to  establish  a 
single  administrative  account  would  repeal  section  11  of  the  act  which  establishes  the 
Railroad  Unemployment  Insurance  Administration  Fund.  Accordingly,  the  President's 
budget  proposes  to  delete  the  appropriation  language  for  this  account  as  follows. 

[LIMITATION  ON  RAILROAD  UNEMPLOYMENT  INSURANCE 
ADMINISTRATION  FUND] 

[For  further  expenses  necessary  for  the  Railroad  Retirement  Board,  for 
administration  of  the  Railroad  Unemployment  Insurance  Act,  not  less  than 
{17,031,000  shall  be  apportioned  for  fiscal  year  1995  from  moneys  credited  to 
the  railroad  unemployment  insurance  administration  fund.]  (Departments  of 
Labor,  Health  and  Human  Services,  and  Education,  and  Related  Agencies 
Appropriations  Act,  1995.) 
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Limitation  9n  Administration 
faua&i   Available  for  Obligation 


Fiscal  year 
1994 
actual 

Fiscal  year 

1995 

estimate 

Fiscal  year 
1996 

estimate 

Appropriation 

$73,791,000 

$73,881,000 

$92,700,000  y 

Less: 

Statutory  reserve 

2Q0.QQ0 

200.000 

0  b/ 

Subtotal,  adjusted 
appropriation  excluding 
statutory  reserve 

$73,591,000 

$73,681,000 

$92,700,000 

Less: 

Unobligated  balance 

439.000 

0 

0 

Total  direct  obligations  c/   $73.152.000    $73.681.000    $92.700.000 


Effective  with  fiscal  year  1996,  funds  to  administer  the  Railroad  Retirement  Act 
and  the  Railroad  Unemployment  Insurance  Act  are  to  be  combined  Into  a  single 
administrative  account.  Funds  to  administer  the  Railroad  Retirement  Act  will  be 
transferred  from  the  Railroad  Retirement  Account,  the  Railroad  Social  Security 
Equivalent  Benefit  Account,  and  the  Railroad  Retirement  Supplemental  Account  to 
the  Limitation  on  Administration.  Funds  required  to  administer  the  Railroad 
Unemployment  Insurance  Act  will  be  transferred  from  the  Railroad  Unemployment 
Insurance  Account  to  the  Limitation  on  Administration. 

Effective  with  fiscal  year  1996,  this  account  will  no  longer  have  a  statutory 
reserve. 

In  addition,  the  RRB  expects  to  be  reimbursed  about  $4.0  million  for  fiscal  year 
1994  and  $3.7  Million  for  fiscal  years  1995  and  1996  by  the  Health  Care 
Financing  Administration  (HCFA)  to  conduct  Medicare  activities.  The  final 
reimbursement  amount  for  fiscal  year  1994  was  still  pending  an  agreement  with 
HCFA  as  of  the  date  of  this 
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Limitation  on  Railroad  Unemployment  Insurance 
Administration  Fund 


Amounts  Available  for  Obligation 


Appropriation 
Plus: 


Fiscal  year 

1994 
actual 

$17,010,000 


Fiscal  year 

1995 

estimate 

$17,031,000 


Tax  contributions  and  interest 
earned  in  excess  of  amount 
appropriated 


410.000 


1.806.000 


Budget  authority 

$17,420,000 

$18,837,000 

Plus: 
Unobligated  balance, 
start  of  year 

5.953.000 

6.545.000 

Subtotal 

$23,373,000 

$25,382,000 

Less: 

Unobligated  balance,  transferred 
to  the  trust  fund 

0 

545,000 

Unapportloned  balance, 
end  of  year 

6,363,000 

7,806,000 

Unobligated  balance 
Total  direct  obligations 


182.000 


"6-828-000 


"7.031.000 


_fib/ 


The  entire  amount  will  be  transferred  from  the  Limitation  on  Railroad 
Unemployment  Insurance  Administration  Fund  to  the  Railroad  Unemployment 
Insurance  Account  at  the  end  of  fiscal  year  1995. 

Any  unobligated  balance  remaining  available  at  the  end  of  fiscal  year  1995 
Mill  remain  In  this  account  until  all  outstanding  obligations  Incurred  prior 
to  October  1,  1995,  have  been  settled.  As  soon  as  possible  after 
September  30.  1995,  the  Board  shall  determine  the  amount  of  the  unobligated 
balance  In  the  Railroad  Unemployment  Insurance  Administration  Fund  and  shall 
direct  the  Secretary  of  the  Treasury  to  transfer  such  amount  to  the  Railroad 
Unemployment  Insurance  Account. 
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SWMARY  OF  CHAH6ES 


FY  199S  appropriation  (excludes  statutory  reserve) $90,712,000 

FY  1996  estimate  (proposed  appropriation  deletes  statutory 

reserve) $92,700,000 

Met  change $+1 ,988,000 


Iff?  tVf rent  tlMafl  Chance  frcej  beee 

Budget  Budget 

LLLU      authority  (t>  FTfi      author!  tv(») 


Net   Chang*  related  to  full-time  and  par 
ties  salaries:     Iota  of  52  FTE'a, 
-S1.S91.0O0;   amo.Uz.tion  of  January  1' 
pay  rata*    $150,000;   January  1996  pay 
rata*.   ♦$1,025,000;    grade/step   increase 
•  H.H0.0O0;  aariaa  10S  grade 
reclassifications  •1515,000;   and  other 
Dcnaation,  ♦JH.000. 


loa.  of  52   FTE'a.    -S359.000;    annual  nation 
of  January  1995  pay  raise  ♦«33,000;   January 
1996  pay  rain  .$215,000;  grada/atep 
increases,    •1240,000;    changes    in  retirement 
coata,   -1357,000;  and  series  105  grade 
reclassifications.    .1105,000. 


cceasuni cat  ions 
Subtotal,  buil 


coata 

J.     Inereaae  in  other  services  ---  7.468.000  ■--  364.000 

Subtotal,  progra*  increaaea  $573.000 

Total   increaaea 


940 


1.  taduction  In  consulting  Mrvicn.  -■•  471,000 

2.  Raductlon  (n  tupplin  and  aatarfatt.  —  1,474,000 

3.  Reduction  in  aqutpaant  ceata.  ---  773,000 

Subtotal ,  protraa  dacraaaaa 
Total  dacraaaaa 
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APPROPRIATIONS  HISTORY  TABLE  i/ 

Year 

Budget  estimate 
to  the  Congress 

(Restated) 

Appropriation/ 
House       Senate       continuing 
allowance     allowance     resolution 

1986 

$64,500,000 

$71,909,000 

$72,988,000 

$71,909,000 

1987 

$69,533,000 

$71,328,000 

$74,067,000 

$73,462,000  b/ 

1988 

$64,399,000 

$74,879,000 

$74,879,000 

$71,690,000  £/ 

1989 

$71,690,000 

$72,990,000 

$74,300,000 

$73,576,000  dy 

1990 

$74,000,000 

$78,000,000 

$82,415,000 

$77,132,200  e/ 

1991 

$88,657,000 

$89,034,000 

$85,620,000 

$85,223,000  U 

1992 

$91,300,000 

$91,300,000 

$89,644,000  g/ 

$89,550,000 

1993 

$94,600,000 

$92,516,000 

b7  $91,824,000  1/ 

$91,729,000  j/ 

1994 

$90,801,000 

$90,801,000 

$90,801,000 

$90,801,000 

1995 

$92,460,000 

$90,912,000 

$90,912,000 

$90,912,000 

1996 

$92,700,000 

a/  Amounts  for  fiscal  years  1986  through  1995  reflect  a  consolidation  of  the 
Limitation  on  Administration  Account  and  the  Railroad  Unemployment 
Insurance  Administration  Fund  and  include  the  statutory  reserve.  The 
amount  requested  for  administrative  expenses  in  fiscal  year  1996  is  to  be 
funded  from  a  proposed  single  administrative  account,  Limitation  on 
Administration.  Also,  this  amount  is  without  a  statutory  reserve  because 
the  President's  budget  has  eliminated  this  provision. 

b/  The  amount  made  available  under  the  continuing  resolution  was 

$72,484,000.  Public  Law  100-71,  enacted  to  meet  additional  contribution 
costs  under  the  Federal  Employees  Retirement  System,  provided  an 
additional  $978,000. 

cy  Represents  the  House  and  Senate  allowance  amount  of  $74,879,000  less  a 
4.26  percent  reduction  ($3,189,000)  called  for  in  the  full-year 
continuing  resolution  for  fiscal  year  1988  (Public  Law  100-202). 

dy  Represents  the  House  and  Senate  conference  allowance  of  $60,350,000  for  the 
Limitation  on  Administration  Account  less  a  1.2  percent  reduction 
($724,000)  mandated  by  the  fiscal  year  1989  appropriations  act  (Public  Law 
100-436).  The  amount  appropriated  to  the  Railroad  Unemployment  Insurance 
Administration  Fund  was  without  reduction. 
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fi/  Represents  the  amount  available  after  sequestration.  Public  Law  101-166 
appropriated  $63,900,000  for  the  Limitation  on  Administration  Account.  Of 
this  amount,  $867,800  was  sequestered  1n  accordance  with  Public  Law  101- 
239.  The  amount  appropriated  to  the  Railroad  Unemployment  Insurance 
Administration  Fund  was  not  reduced  by  sequester. 

il   Represents  the  House  and  Senate  conference  allowance  of  $87,328,000,  less  a 
2.41  percent  reduction  ($2,105,000)  called  for  by  the  fiscal  year  1991 
appropriations  act  (Public  Law  101-517). 

3/  Represents  the  Senate  allowance  of  $90,550,000  less  a  1  percent  reduction 
($906,000)  called  for  in  the  Senate  bill. 

W   Represents  the  House  allowance  of  $92,565,000  less  a  4  percent  reduction 
($49,000)  1n  travel  expenses  called  for  In  the  House  bill. 

y   Represents  the  Senate  allowance  of  $92,565,000  less  a  .8  percent  across- 
the-blll  reduction  of  $741,000. 

J/  Represents  a  final  allowance  of  $91,824,000  less  an  8  percent  reduction 
($95,000)  In  the  amount  budgeted  for  consulting  services. 
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Justification  by  Activity 

General 

The  appropriation  request  for  the  Limitation  on  Administration  Is  for  funds  to 
administer  the  retirement/survivor  and  unemployment/sickness  Insurance  benefit 
programs  provided  by  the  Railroad  Retirement  and  Railroad  Unemployment  Insurance 
Acts. 

For  fiscal  year  1995,  $90,912,000  was  made  available  by  the  Congress.  The 
President's  budget  for  fiscal  year  1996  requests  $92,700,000. 

The  staff  year  requirements,  including  regular  and  temporary  staff  years,  for 
conducting  the  various  activities  related  to  the  railroad  retirement/survivor 
and  unemployment/sickness  Insurance  programs  for  fiscal  years  1995  and  1996  are 
summarized  below. 

1995         1996 
estimate     estimate 

1.  Maintenance  of  rail  earnings  accounts 

2.  Processing  applications  -  retirement 

3.  Processing  claims  -  unemployment 

4.  Processing  claims  -  sickness 

5.  Maintenance  of  beneficiary  rolls 

6.  Claimant  placement  services 

7.  Medicare 

8.  Administration 

9.  Facility  Management  4        4 

Total  (direct)  1.431        1.379 

The  RRB  Is  headquartered  in  Chicago.  It  has  86  field  offices  located  throughout 
the  country  to  provide  in-person  service  to  railroad  workers  and  members  of 
their  families  In  applying  for  benefits. 

In  administering  this  program,  RRB  staff 

--  adjudicate  applications  for  benefits  under  the  Railroad  Retirement  Act  and 
applications  and  claims  for  unemployment  and  sickness  Insurance  benefits; 

--  process  benefits  under  the  Social  Security  Act  as  authorized  by  the  Social 
Security  Administration  (SSA); 

--  Inform  railroad  workers  of  their  rights  and  responsibilities  under  the 


39 

39 

305 

297 

124 

117 

96 

90 

566 

557 

3 

3 

25 

20 

269 

252 

monitor  payments  to  ensure  that  they  are  proper; 

maintain  earnings  records  of  railroad  employees  In  order  to  determine 
whether  applicants  qualify  for  benefits; 

determine  RUIA  contribution  rates  for  employers  based  on  an  experience 
rating  system; 

Interpret  laws  and  comment  on  proposed  legislation; 

develop  policies  and  procedures  for  program  operations; 
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--  maintain  and  administer  taxation  program  operations; 

--  continuously  review  operations  to  identify  areas  where  improvements  can  be 
made;  and 

--  maintain  data  processing,  accounting,  financial,  and  personnel  operations 
to  support  program  activities. 

While  administering  the  ongoing  programs,  the  RRB  must  also  periodically  adjust 
its  operations,  methods,  and  procedures  to  implement  new  legislation  affecting 
its  programs.  Examples  under  the  retirement  program  include  new  laws  subjecting 
railroad  retirement  benefits  to  income  taxes,  amendments  to  railroad  retirement 
and  social  security  benefit  provisions,  and  benefit  rate  changes  required  by 
budget  deficit  legislation  and  cost-of-living  adjustments.  With  regard  to  the 
unemployment  and  sickness  insurance  program,  the  RRB  implemented  the  Railroad 
Unemployment  Insurance  and  Retirement  Improvement  Act  of  1988  and  more  recently, 
provisions  of  the  Emergency  Unemployment  Compensation  Act  of  1991,  and 
subsequent  amendments. 

Workload  summaries  of  the  retirement/survivor  and  unemployment/sickness 
insurance  programs  follow.  Specific  activities  involved  in  administering  these 
programs  also  follow. 


9*7,26* 
93*. 506 
919,115 
908.219 


8*5,204 
819,931 


1995  («t) 

1996  (est) 


«/  Include*  7,061  persona  eligible  I 
b/  includes  6.378  persona  eligible 
j/     includes  6,000  persons  eligible 


eligible  sfter  retii 
l  eligible  after  ret  I 
i  eligible  after  reti 
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Activity  1. Maintenance  of  rail  earnings  accounts 


1995  Estimate 

1996  Estimate 

Chanae 

Staff 

JttiEi           Aflogntm 

39               3,493,000 

Staff 

rear-s            Amount(J) 

39              3,568,000 

Staff 

years      AmounUJ) 

+75,000 

Some  specific  tasks  Involved  1n  the  "maintenance  of  rail  earnings  accounts" 
activity  are 

--  maintaining  records  of  railroad  service  and  compensation  In  order  to 
determine  whether  applicants  are  qualified  for  benefits; 

--  exchanging  information  with  other  Federal  agencies,  such  as  SSA,  in 
conjunction  with  benefit  computations; 

--  providing  a  process  to  resolve  disagreements  or  protests  concerning 
service  and  compensation  matters;  and 

--  providing  support  for  the  above  tasks,  Including  data  processing  and 
record  creation,  distribution,  retention,  and  storage. 
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In  1994,  the  workload  for  this  activity,  which  Impacted  both  the  railroad 
retirement  and  the  railroad  unemployment  and  sickness  Insurance  programs, 
Included 

--  adjusting  310,000  accounts  to  credit  calendar  year  1993  railroad 

service  and  compensation; 
--  adjusting  18,000  prior-year  records; 
--  adjusting  10,000  records  that  contained  erroneous  or  Inconsistent 

Information; 
--  releasing  310,000  statements  of  service  and  compensation  to  railroad 

employees;  and 
--  responding  to  4,000  Inquiries  and  protests  concerning  the  above 

statements. 

Specific  criteria  for  the  railroad  retirement  program  and  the  railroad 
unemployment/sickness  insurance  program  are  as  follows: 

Railroad  Retirement  Program 

Service  performed  for  a  covered  employer  or  as  an  employee  representative  is 
creditable  towards  benefits  under  the  Railroad  Retirement  Act.  Covered 
employers  include  interstate  railroads  and  their  affiliates  engaged  in  railroad- 
connected  operations,  as  well  as  employer  associations  and  national  railroad 
labor  organizations  and  their  subordinate  units.  In  some  cases,  military 
service  may  be  counted  as  railroad  service.  The  basic  requirement  for  annuities 
under  the  Railroad  Retirement  Act  is  120  months  (10  years)  of  creditable 
railroad  service.  Benefits  then  become  payable  if  certain  other  requirements 
are  met,  which  depend,  in  turn,  on  the  type  of  annuity  payable. 

In  order  to  determine  whether  applicants  are  entitled  to  annuities,  the  RRB 
maintains  a  record  of  all  covered  railroad  service  and  creditable  earnings  after 
1936.  The  Information  is  recorded  under  the  employee's  social  security  account 
number  used  by  the  employer  to  report  service  and  compensation  to  the  RRB.  The 
RRB  also  has  some  records  of  service  prior  to  1937  as  recorded  by  employers 
because  such  service  is  also  counted  under  certain  conditions. 

Railroad  Unemployment/Sickness  Insurance  Program 

A  "qualified  employee"  under  the  Railroad  Unemployment  Insurance  Act,  as  amended 
by  the  Railroad  Unemployment  Insurance  and  Retirement  Improvement  Act  of  1988, 
is  one  who  earns  creditable  compensation  of  at  least  $2,125  in  base  year  1995 
(the  base  year  is  the  calendar  year  preceding  each  benefit  year  which  begins  on 
July  1),  counting  no  more  than  $850  a  month.  The  earnings  requirement  and 
taxable  compensation  have  been  Indexed  to  reflect  approximately  two-thirds  of 
the  growth  in  average  national  wages. 

Effective  July  1,  1988,  the  dally  benefit  rate  for  both  unemployment  and 
sickness  Insurance  benefits  paid  by  the  Railroad  Retirement  Board  Increased  from 
$25  to  $30,  raising  the  maximum  biweekly  benefits  from  $250  to  $300.  Beginning 
July  1,  1989,  the  maximum  daily  benefit  rate  Increased  to  $31  as  benefit  rates 
were  indexed  to  reflect  approximately  two-thirds  of  the  growth  in  average 
national  wages.  This  rate  remained  unchanged  at  $31  for  the  general  benefit 
years  beginning  July  1,  1990  and  1991;  it  increased  to  $33  for  the  benefit  year 
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beginning  July  1,  1992,  and  remained  at  $33  for  the  benefit  year  beginning 
July  1,  1993.  Starting  July  1,  1994,  the  rate  increased  to  $36  and  will  remain 
the  saM  as  of  July  1,  199S. 

To  deteratne  whether  applicants  are  qualified  for  benefits  under  the  Railroad 
Unemployment  Insurance  Act  and  to  determine  dally  benefit  rates,  the  RRB 
maintains  records  of  railroad  service  and  compensation  for  each  individual  who 
works  In  the  railroad  Industry.  Records  of  service  and  compensation  must  be 
processed  promptly  In  a  calendar  year  in  order  to  determine  eligibility  for 
benefits  the  following  July  1. 


Actlvltv  2.   Processing 

aoolications  -  retirement 

199S  Estimate 

1996  Estimate 

Chanae 

Staff 

re  ITS     Amount  (S) 

Staff 

vears     Amount ($1 

Staff 
vears 

Amount m 

305      18,128,000 

297      18,476,000 

-8 

♦348,000 

This  activity  covers  work  Involved  In  processing  applications  for  regular 
retirement,  survivor,  and  disability  benefits  and  applications  for  supplemental 
annuities,  as  well  as  initial  social  security  payments. 

Time  spent  in  the  field  offices  on  this  activity  Include 

--  providing  benefit  estimates; 

--  assisting  persons  In  completing  their  applications; 

--  securing  necessary  proofs  of  age,  relationship,  military  service,  or 
medical  records; 

--  explaining  rights  and  obligations  to  applicants; 

--  explaining  various  reductions  that  could  be  made  in  the  regular  annuity  If 
there  is  subsequent  entitlement  to  a  social  security  benefit  or  other 
social  Insurance  benefit; 

--  explaining  work  and  earnings  restrictions; 

--  explaining  taxation  Issues;  and 

■•-  providing  information  on  a  local  area  basis  to  other  agencies, 
and  labor  officials,  and  Congressional  offices. 


Work  at  headquarters  Includes 

••  deciding  eligibility  and  entitlement.  Including  disability 
decisions; 

--  determining  months  of  creditable  service  and  average  creditable 
compensation.  Including,  In  some  Instances,  service  performed  prior 
to  1937; 

••  determining  primary  Insurance  amounts,  average  monthly  compensation, 
and  other  computational  factors; 
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--  securing  earnings  and  benefit  records  from  SSA  and  considering  these 
in  the  regular  annuity  computation; 

--  computing  annuities,  issuing  notices  of  awards,  and  paying  accrual 
amounts; 

--  computing  the  amounts  of  benefits  subject  to  Federal  income  tax; 

--  processing  social  security  benefits; 

--  establishing  the  beneficiaries  on  the  monthly  payment  rolls; 

--  notifying  railroad  employers  (last  employer  notification)  when 
retirement  annuities  are  awarded; 

--  applying  tax  withholding,  if  requested; 

--  handling  inquiries  from  applicants;  and 

--  monitoring  benefit  program  operations  to  ensure  that  benefits  paid 
to  entitled  individuals  are  accurate. 

Estimates  of  claims  receipts,  dispositions,  and  pending  workloads  for  fiscal 
years  1995  and  1996  are  shown  below. 


1995  estimate  a/ 

1996  estimate 

a/ 

Pending,  start  of  year 

New  railroad  retirement  applications 

56,000 

11,937 

54 

,000 

12,737 

New  social  security  certifications 
Total 

7.000 

63,000 

7.000 

61,000 

Total  dispositions,  excluding  partial 
awards 

62.200 

61.100 

Pending,  end  of  year 

12.737 

12.637 

The  above  schedule  presents  updated  application  and  disposition  information 
as  of  February  1995  from  that  provided  1n  the  President's  fiscal  year  1996 
budget . 


Activity  3.  Processing  claims  -  unemolovment 

1995  Estimate 

1996  Estimate 

Chanae 

Staff 

YMr?    Amount  (J) 

Staff 

Years    AmounUJ) 

Staff 
years 

Amount m 

124      7,545,000 

117      7,797,000 

-7 

+252,000 

Unemployed  railroad  workers  file  applications  and  biweekly  claims  for  benefits 
by  mailing  them  directly  to  RRB  field  offices.  Field  office  staff  review  the 
applications  and  claims  for  accuracy  and  completeness  and  obtain  any  needed 
Information.  They  periodically  Interview  claimants  to  ensure  that  they  are 
available  for  work  and  are  entitled  to  benefits.  Field  office  staff  also 
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perform  other  activities  to  ensure  that  such  payments  are  proper,  such  as 
review  of  State  records  to  verify  that  claimants  are  not  working  in  non-railroad 
employment. 

Field  office  personnel  enter  unemployment  insurance  applications  and  claims  on- 
line for  headquarters  processing.  Prior  to  the  payment  of  benefits,  application 
and  claim  data  is  furnished  to  the  employer  to  give  the  employer  an  opportunity 
to  submit  information  relevant  to  the  benefit  payment  determination.  Field 
office  personnel  evaluate  the  information  provided  by  the  employer  and  take  any 
necessary  action.  We  currently  exchange  benefit  payment  determination  data  with 
eight  major  employers  via  a  telecommunications  link,  and  work  is  underway  to 
have  other  employers  use  this  system.  In  the  absence  of  electronic  information 
exchange,  prepayment  claim  notices  are  provided  to  employers  by  mail. 

Under  section  2(c)  of  the  Railroad  Unemployment  Insurance  Act,  an  employee  with 
less  than  10  years  of  railroad  service  who  exhausts  rights  to  normal 
unemployment  insurance  benefits  may  receive  extended  unemployment  insurance 
benefits  only  during  a  "period  of  high  unemployment."  Title  V  of  the  Emergency 
Unemployment  Compensation  Act  of  1991,  as  amended,  established  a  "period  of  high 
unemployment"  under  the  Railroad  Unemployment  Insurance  Act  beginning 
November  17,  1991,  and  ending  February  5,  1994. 

Under  this  legislation,  a  claimant  with  less  than  10  years  of  service  who 
exhausted  normal  unemployment  insurance  benefits  on  or  after  November  17,  1991, 
and  before  February  5,  1994,  was  eligible  to  receive  extended  UI  benefits. 

Amendments  to  the  legislation  in  February  1992,  also  provided  additional 
extended  benefits  to  employees  with  between  10  and  15  years  of  service.  Such 
employees  normally  are  limited  to  receipt  of  65  days  of  extended  benefits  in  a 
benefit  year. 

Through  fiscal  year  1994,  the  RRB  paid  temporary  extended  unemployment  insurance 
benefits  of  approximately  $9.1  million  to  4,290  claimants  with  less  than  10 
years  of  service.  In  addition,  $2.3  million  was  paid  under  provisions  of  the 
legislation  to  1,690  employees  with  10  to  14  years  of  service. 

The  following  table  shows  the  number  of  unemployment  insurance  claims  filed  for 
the  last  2  fiscal  years  and  estimates  for  fiscal  years  1995  and  1996. 

Fiscal  year         Clilli  fi1<?d 

1996  166,000  (estimated) 

1995  170,000  (estimated) 

1994  190,950 

1993  206,509 


This  activity  includes 

--  adjudicating  and  processing  applications  and  claims  for  benefits; 

-  providing  service  to  benefit  claimants; 

--  ensuring  that  benefits  are  computed  correctly  and  paid  only  to 
qualified  individuals;  and 
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--  establishing  computer  matching  agreements  and  conducting  matches 
with  railroads  and  States  to  verify  that  benefit  payments  are 
proper. 

In  conjunction  with  this  activity,  RRB  field  offices 

--  review  claims  and  applications  for  benefits,  reconcile 

discrepancies,  determine  whether  benefits  are  payable,  and  input  the 
applications  and  claims  for  headquarters  processing; 

--  interview  claimants  to  determine  eligibility  and  advise  claimants  of 
their  rights  and  responsibilities; 

--  conduct  record  checks  with  non-railroad  employers  and  record 

comparisons  with  railroads  and  State  programs  to  verify  that  benefit 
payments  are  proper; 

--  provide  information  to  individual  claimants  on  benefit  eligibility, 
duration,  and  amounts;  and 

--  provide  information  to  railroad  employers  and  employees  via 
itinerant  service  and  informational  conference  programs. 


Activitv  4.  Processing  claims  -  sickness 

1995  Estimate            1996  Estimate 

Chancre 

Staff                  Staff 

years     Amoqntm      years     AmpwnUJ) 

Staff 

years    Amou.pt  ($) 

96      5,552,000        90      5,738,000 

-6     +186,000 

Applications  for  sickness  Insurance  benefits  are  mailed  directly  to  RRB 
headquarters.  An  application  is  required  at  the  beginning  of  each  period  of 
continuing  sickness  for  which  benefits  are  claimed.  Attached  to  each 
application  is  a  statement  of  sickness  which  must  be  completed  by  the  employee's 
doctor. 

After  the  RRB  receives  the  employee's  application  and  statement  of  sickness  and 
determines  eligibility,  a  claim  form  covering  the  first  14  days  of  sickness  is 
mailed  to  the  claimant.  The  completed  claim  forms  are  returned  to  RRB  field 
offices  for  adjudication  and  on-Hne  entry  of  the  data.  On  the  claim  form,  the 
employee  specifically  indicates  which  days  of  sickness  are  claimed  and  furnishes 
information  on  wages  or  other  benefits  that  may  be  payable  for  these  days. 
Additional  claim  forms  are  sent  to  cover  later  periods  if  the  illness  lasts  more 
than  14  days.  Also,  the  claimant  may  be  asked  to  have  his  or  her  doctor  furnish 
more  information  about  the  nature  of  the  illness  and  Its  expected  duration. 
Notice  of  each  claim  is  provided  to  the  claimant's  employer  prior  to  payment  of 
benefits.  RRB  personnel  review  the  information  provided  by  employers  in 
response  to  these  notices  and  take  the  necessary  action  to  either  deny  or 
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recover  erroneously  claimed  benefits.  The  following  table  shows  the  number  of 
sickness  claims  filed  for  the  last  2  fiscal  years  and  estimates  for  fiscal  years 
1995  and  1996. 

Fiscal  year         Claims  filed 

1996  191,000  (estimated) 

1995  195,000  (estimated) 

1994  205,528 

1993  201,977 

This  activity  Includes 

--  processing  applications  and  claims  for  benefits; 

--  providing  service  to  claimants; 

--  ensuring  that  benefits  are  computed  correctly;  and 

--  conducting  computer  matches  and  record  comparisons  with  railroads 
and  State  programs  to  verify  that  benefit  payments  are  proper. 


Activity  5.  Maintenance  of  beneficiary  rolls 

1995  Estimate 

1996  Estimate 

Staff 

years    Amount ($) 

566      35,489,000 

Staff 

years     Amount (S) 

557      36,173,000 

Staff 

years    Amount m 

-9     +684,000 

This  activity  covers  the  maintenance  of  the  monthly  beneficiary  rolls  of 
approximately  812,000  persons  receiving  railroad  retirement/survivor  benefits  as 
of  September  30,  1994,  and  includes  work  relating  to  handling  regular  changes  In 
the  rolls,  such  as  adjustments  of  benefit  amounts  for  excess  earnings  and 
recomputations  to  include  earnings  after  retirement,  handling  inquiries  from 
persons  on  the  rolls,  making  quality  assurance  checks  to  verify  that  persons 
continue  to  be  eligible  to  receive  monthly  benefits,  making  rate  changes 
required  by  amendments  to  the  Social  Security  and  Railroad  Retirement  Acts, 
handling  overpayments  and  underpayments,  adjusting  benefits  for  tax  withholding, 
and  related  operations.  The  RRB  also  makes  various  mechanical  adjustments 
annually,  such  as  cost-of-living  increases. 

Time  spent  In  the  field  offices  on  this  activity  include 

--  providing  post-retirement  information  and  counseling  concerning  benefit 
amounts,  benefit  adjustments,  taxation  of  benefits,  receipt  of  benefits, 
direct  deposit,  and  overpayments; 

--  explaining  denial  of  benefits,  providing  Information  and  assistance  in 
appealing  adverse  decisions,  and  conducting  in-person  hearings; 
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--  selecting  and  appointing  representative  payees  for  beneficiaries  who 
are  incompetent;  and 

--  processing  changes  of  address,  non-receipt  of  checks,  termination  of 
benefits,  etc. 

In  addition,  the  RRB  performs  a  wide  range  of  activities  to  maintain  the 
continued  integrity  of  its  benefit  payment  operations.  Examples  of  such 
activities  include  monitoring  annuitant  earnings  to  identify  erroneous  payments 
or  earnings  in  excess  of  the  exempt  amount,  reviewing  disability  benefits  for 
continued  eligibility,  reviewing  the  propriety  of  representative  payee 
activities,  monitoring  the  payment  of  benefits  to  aged  annuitants,  and  carrying 
out  a  nationwide  death  match  program  with  the  Health  Care  Financing 
Administration  (HCFA). 


Activity  6.  Rail  claimant  placement  services 

199?  Estimate 1996  Estimate Change 

Staff  Staff  Staff 

vears     Amounts)      vears     Amount  (S)      years    Amountm 

3        170,000         3        176,000         ---      +6,000 

Every  applicant  for  unemployment  insurance  benefits  is  required  to  file  an 
application  for  employment  service.  The  application  is  kept  in  the  field  office 
serving  the  area  in  which  the  claimant  resides.  As  many  claimants  as  possible 
are  called  in  for  a  personal  interview  with  an  RRB  representative.  During  the 
interview,  the  claimants'  responsibilities  are  explained  and  additional 
information  is  obtained  about  educational  and  employment  background,  what  work 
they  have  been  doing,  and  what  work  they  are  able  to  do.  If  the  claimant  does 
not  have  good  prospects  for  returning  to  his  or  her  regular  railroad  employment, 
consideration  is  given  to  placing  claimants  in  another  job  in  the  railroad 
industry.  If  this  is  not  possible,  an  effort  is  made  to  place  them  wherever  a 
suitable  job  exists.  The  RRB  also  maintains  a  computerized  central  register  of 
separated  employees  with  at  least  1  year  of  service  who  are  currently  available 
for  railroad  employment. 

Placement  activities  include  efforts  to 

--  prescribe  procedures  for  interviewing  and  placing  railroad  employees; 

--  provide  job  service  counseling  to  railroad  employees; 

--  provide  employment  service  to  railroad  carriers; 

--  maintain  and  distribute  a  central  register  of  railroad  employees  available 
for  re-employment; 

--  assist  constituents  1n  areas  of  job  placements  and  retraining; 

--  notify  railroad  employees  directly  of  appropriate  job  opportunities; 
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maintain  and  distribute  a  national  list  of  job  vacancies;  and 

maintain  required  Information  and  records  necessary  to  evaluate  the 
effectiveness  of  services  provided. 


AttlvltY  7-  fted.1ca.re 


1995  Estimate 

1996  Estimate 

Chanae 

Staff 

years         Amuntm 

25                1,478,000 

Staff 

Y«rs            AmognUH 

20              1,507,000 

Staff 

YfilTi          AmoMPt(S) 

-5              +29,000 

Persons  covered  by  the  railroad  retirement  system  participate  In  the  Medicare 
health  Insurance  programs  on  the  same  basis  as  those  covered  under  the  social 
security  system. 

This  activity  Includes  time  spent  in  field  offices 

--  assisting  persons  In  completing  applications; 

--  securing  necessary  proofs  of  age  and  relationship;  and 

--  assisting  beneficiaries  with  their  Medicare  Inquiries  and  claims. 

This  activity  Includes  time  spent  in  headquarters 

--  selecting  and  monitoring  the  performance  of  the  carrier  that  administers 
the  payment  of  medical  benefits; 

--  administering  the  Medicare  program  for  all  deemed  and  qualified  railroad 
retirement  beneficiaries; 

--  enrolling  beneficiaries  for  Medicare  insurance; 

--  ensuring  the  prompt  and  accurate  payment  of  Medicare  hospital  claims;  and 

--  providing  support  for  the  above  tasks,  including  efforts  such  as  data 
processing,  record  creation,  distribution,  retention,  and  storage,  and 
personnel  recruitment  and  training. 


Activity  8.    Mil  nutrition 

1995  Estimate 

1996  Estimate 

Chanae 

Staff 

year?           A»»gnt($) 

Staff 

vears           Amount (S) 

Staff 
vears 

Amuntm 

269              18,381,000 

252              18,779,000 

-17 

+398,000 
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The  primary  purpose  of  the  RRB  1s  to  administer  the  retirement/survivor  and 
unemployment/sickness  Insurance  benefit  programs  provided  under  the  Railroad 
Retirement  Act  and  the  Railroad  Unemployment  Insurance  Act  for  railroad  workers 
and  their  families. 

This  activity  Includes  a  variety  of  efforts  needed  to  administer  these  benefit 
programs  and  to  comply  with  Federal  policies  and  requirements  applicable  to  the 
RRB. 

Administration  includes 

--  establishing  policies  that  enable  the  RRB  to  accomplish  its  mission; 

--  providing  for  compliance  with  requirements  and  regulations; 

--  providing  for  legal  opinions  and  representation  in  judicial  matters; 

--  providing  for  assistance  on  legislative,  appropriation,  or  actuarial 
matters; 

--  managing  financial  assets; 

--  recruiting,  training,  and  managing  personnel ; 

--  providing  public  information  services; 

--  providing  general  administrative  support; 

--  providing  training  to  improve  job-related  knowledge  or  skills; 

--  maintaining  a  reference  library  operation; 

--  ensuring  that  correct  payments  are  made  to  those  entitled  (employees, 
vendors,  etc.); 

--  administering  accounts  receivable  activities,  including  settling  of  debts 
owed  the  RRB;  and 

--  conducting  audits  of  railroad  employers. 


Activity  9.  Facility  manaaement 

1995  Estimate 

1996  Estimate 

Chanae 

Staff 

years     AmountfSl 

4        476,000 

Staff 

years     AmountfSl 

4       486,000 

Staff 

years    Amount!}) 

+10,000 

The  RRB  is  responsible  for  the  day-to-day  management  of  Its  headquarters 
building  at  844  North  Rush  Street  in  Chicago,  with  oversight  provided  by  the 
General  Services  Administration  (GSA).  This  responsibility  Includes  building 
operations,  maintenance,  recurring  repairs,  general  services,  and  alterations. 

49 
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In  addition,  costs  are  Incurred  for  guard  service;  contractor  overtime  to 
furnish  heat  and  air-conditioning  before  and  after  nomal  working  hours;  various 
recurring  and  non-recurring  repairs  to  the  building,  such  as  office  alterations, 
electrical  outlet  Installation,  and  plumbing  repairs;  and  various  painting 
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JUSTIFICATION  QF  ESTIMATES 

SPECIAL  MANAGEMENT  IMPROVEMENT  FUND 

Prpposed  Appropriate  UH9M»ge 
Special  Management  Improvement  Fund 


To  effect  management  improvements,  including  the  reduction  of  backlogs, 
accuracy  of  taxation  accounting,  and  debt  collection,  [$1,640,000]  $659,000, 
to  be  derived  from  the  railroad  retirement  accounts  and  railroad 
unemployment  insurance  account:  Provided,   That  these  funds  shall 
supplement,  not  supplant,  existing  resources  devoted  to  such  operations  and 
improvements.  (Departments  of  Labor,  Health  and  Human  Services,  and 
Education,  and  Related  Agencies  Appropriations  Act,  1995.) 
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Ealanatlfln  of  Proposed  Appropriation  language 


Appropriation  language 


To  effect  management  improvements, 
including  the  reduction  of 
backlogs,  accuracy  of  taxation 
accounting,  and  debt  collection, 
[$1,640,000]  $659,000,   to  be 
derived  from  the  railroad 
retirement  accounts  and  railroad 
unemployment  insurance  account:... 

.. .Provided,   That  these  funds 
shall  supplement,  not  supplant, 
existing  resources  devoted  to  such 
operations  and  improvements. 


This  special  fund  is  to  enable  the 
RRB  to  carry  out  or  expand  certain 
improvement  activities  in  accordance 
with  an  agreement  with  the  Office  of 
Management  and  Budget.  Funding  is 
to  be  derived  from  the  railroad 
retirement  accounts  and  the  Railroad 
Unemployment  Insurance  Account. 

This  limits  the  use  of  the 
appropriation  as  described. 
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Authorizing  Legislation 


Authorized   Approon. 


and  Railroad     Indefinite     Jl. 640. 000    Indefinite 


The  funds  to  be  appropriated  to  the  Special  Management  Improvement  Fund 
would  be  derived  from  the  railroad  retirement  accounts  and  the  Railroad 
Unemployment  Insurance  Account.  The  current  authorizing  legislation  for 
funds  to  administer  the  Railroad  Retirement  Act  is  contained  in  sections 
15(a),  15(c),  and  15A(c)(l)  of  that  act,  and  section  11(a)  of  the  Railroad 
Unemployment  Insurance  Act. 
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SPECIAL  MANAGEMENT  IMPROVEMENT  FUNO 
St—arv  of  Changes 

FY  1995  appropriation  $  1,640,000 

FY  1996  estimate $   659,000 

$  -981.000 

i?V?  turryt  (Mtn  tltnw  <ro»  ,m 

Budget  Budget 

_£I£l  Authority  ($>  Uil       Authority  ($) 


Total,  IncruM 


«*t  change  related  to  full  ti«.  and 
part-tia*  aalariaa:  loaa  of  17 
Fit'*.  •«629.000;  emueliiation  of 
January  1995  pay  ralaa  .$2,000 
January  199*  pay  ralaa.  ♦$9,000; 
and  grada/atap  incre****.  .110.000. 

Ho  overt ie»  pi  a 


In  fl 


net  change  related  to  paraonml  benefits: 
loaa  of  17  fTE'a,  -$166,100;  annualiiation 
of  January  1995  pay  raiee  .$500;  January  19 
pay  raiie,  .$2,200;  grada/atap  incr**a*a, 
.$2,400;  and  change*  in  r*tir*aent  cost*. 


fiacal  year  1996. 


>  aquipaant  axpendituraa  planned 


10.000 

5,000 


for  flaeal  year  1996. 
Subtotal,  prograat  decrease* 
Total  decrees** 


-J7  -961 

■JO, 
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Jtistification  to  Activity 

General 

As  stated  in  earlier  sections  of  this  document,  the  primary  function  of  the  RRB 
is  to  administer  comprehensive  retirement/survivor  and  unemployment/sickness 
insurance  benefit  programs  for  the  nation's  railroad  workers  and  their  families 
under  the  Railroad  Retirement  Act  and  the  Railroad  Unemployment  Insurance  Act. 
The  purpose,  or  goal,  of  these  programs  is  to  provide  an  income  to  eligible 
beneficiaries  that  replaces  earnings  they  no  longer  receive  because  of 
retirement,  long-term  disability,  death,  unemployment,  or  sickness.  In  order  to 
more  efficiently  provide  service  and  benefits  to  railroad  workers  and  their 
families,  the  RRB  also  has  administrative  responsibilities  for  the  payment  of 
certain  social  security  benefits  which  are  coordinated  with  benefits  payable 
under  the  Railroad  Retirement  Act  and  for  railroad  workers'  Medicare  coverage. 

In  April  1990,  the  Office  of  Management  and  Budget  (0MB)  conducted  a  2-week  on- 
site  management  review  of  the  RRB,  and  in  May  1990,  issued  a  management  report 
which  Includes  specific  recommendations  for  improvements  in  the  following  areas: 

--  Claims  processing, 

--  Debt  collection, 

--  Fraud  control, 

--  Tax  accounting, 

--  Trust  fund  integrity,  and 

--  Information  systems. 
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In  January  1991,  the  RRB  entered  into  an  agreement  with  0MB  which  called  for  a 
total  of  $13,910,000  for  a  Special  Management  Improvement  Fund  over  a  5-year 
period  to  complete  the  needed  improvements.  The  funding  is  to  provide 
additional  staffing  and  other  resources  for  initiatives  planned  from  fiscal  year 
1992  through  fiscal  year  1996.  In  fiscal  year  1996,  the  last  year  of  the 
Special  Management  Improvement  Fund,  the  President's  budget  requests  $659,000  to 
complete  all  improvement  activities. 

Oescribed  below  are  the  activities  to  be  improved  or  enhanced  by  the  RRB  and  how 
the  increased  level  of  resources  are  being  used  by  the  RRB  to  produce  desired 
measurable  performance  outputs. 


Activity  1.  Claims  processing 

1995  Estimate 1996  Estimate  Chanoe 

Staff  Staff  Staff 

yjeirs     Amount  ($)     years     Amount($)      years    Amount  ($1 

4        293,000       4         183,000       ---       -110,000 

The  RRB's  mission  is  to  pay  benefits  under  the  Railroad  Retirement  Act  and  the 
Railroad  Unemployment  Insurance  Act  to  the  right  people,  in  the  right  amount, 
timely.  With  additional  resources  devoted  to  this  activity  under  the  agreement, 
the  RRB  has  eliminated  backlogs  in  six  of  the  eight  categories  of  work.  As  of 
September  30,  1994,  the  workload  balance  of  8,085  cases  exceeded  the  bottom-line 
RRB-0MB  agreement  goal  of  14,544  by  6,459  cases.  By  the  end  of  fiscal  year 
1995,  we  expect  to  eliminate  the  backlog  balance  in  all  categories  of  work  and 
during  fiscal  year  1996  to  maintain  a  normal  working  balance  or  less  in  the  work 
categories. 

a»Kio*p/EA«ioe? 


Coat-of- living  reviewe  1,150  26.922  20,443 
Autoawted  earnings 

recoaputation  reviews  850  17,391  14,733 

Cost-of-living  rejects  825  7,601  3.B21 

Retirement  adjustments  6,000  11,382  8.653 


deductions  1,080  2.660  955  •                     •                     •                    • 

Cost-of-living  review  -  survivor                        200  4,016  1,379  .... 

Cost-of-living  rejects  -  survivor                      300  1,957  753  •                   •                   •                   • 

EOP  policing  650  7.137  8.782  6.420             1.395                «                    « 

79.066  4/     59.519  a/     33.706  »/       8.085  a/       7,629  ./       7,600  a/ 
11,055  (11.055)       (11.055)       (11.055)      (11.055)       (11.055)       (11.055) 

68.011  48.464  22.651  0  0  0 

projected  to  be  <t  or  below  the  nonaal  carry- forward  balance  for  this  Mork  category. 

includes  the  nonaal  carry- forward  balance,  or  the  actual  balance  if  less,   for  each  of  the  eight 
categories.     In  the  OM  agn  leant,  whan  a  category  of  work  dropped  below  the  nonaal  carry-forward  level, 
a  category  was  (aft  blank  even  though  there  was  a  nonaal  carry- forward  balance  in  that  category. 
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Beginning 

Estimated 

Ending 

Total 

balance 

Category 

10/01/94 

Receipts 

workload 

Dispositions 

09/30/95 

change 

Cost-of-living  reviews 

1,104 

2.744 

4.048 

2,898 

1,150 

(154) 

794 

1,171 

1,965 

1,115 

850 

56 

Cost-of-living  rejects 

433 

1.282 

1,715 

1,215 

500 

67 

Retirement   adjustments 

2,931 

14,500 

17,431 

14,431 

3.000 

69 

Lest  pre-retirement  employer  work 

deductions 

927 

6,000 

6,927 

5,927 

1,000 

73 

Cost-of-living  reviews  - 

survivor 

137 

1,690 

1,827 

1,644 

183 

46 

Cost-of-living  rejects  - 

164 

679 

843 

547 

296 

132 

EDP  policing 

1.395 

6.200 

9.595 

8.945 

_6S0 

(745) 

TOTAL 

6.085 

36.266 

44.351 

36.722 

_Lg9 

(456.) 

The  accuracy  of  benefit  payments  and  claims  work  is  also  an  important 
indicator  of  program  performance.  The  objective  is  to  maintain  at  least  the 
current  level  of  payment  and  case  accuracy  while  eliminating  the  claims 
processing  backlogs.  Adjusting  claims  with  longer  retroactivity  adds  to  the 
complexities  and  usually  makes  the  work  more  susceptible  to  errors  compared 
to  claims  processed  on  a  more  current  basis.  In  the  agreement  with  the 
Office  of  Management  and  Budget,  the  RRB  established  the  following  payment 
and  case  accuracy  rate  goals  for  the  period  of  the  improvement  program: 

Payment/Case  Accuracy  Percentages 

Payment  Case 
Category            accuracy  "                       accuracy  v 

Post-age  and  service         99.7  76.7 

Post -spouse  99.3  82.9 

Post -widow  99.2  83.1 

\J    Percentage  of  dollars  paid  correctly. 

1/    Percentage  of  cases  paid  correctly  --  without  material  error.  A 
material  error  is  (1)  an  incorrect  payment  of  $5.00  or  more,  (2)  an 
incorrect  payment  of  less  than  $5.00  which  is  more  than  1  percent 
of  the  monthly  annuity  rate,  or  (3)  any  situation  in  which  a 
non-entitled  benefit  is  paid. 

The  RRB  has  exceeded  each  of  these  accuracy  goals. 


Activity  2.  Debt  collection 

199?  Estimate 1996  Estimate  Change 

Staff  Staff  Staff 

year?     Ampu,nt(})      Years     Aroountm      years    AmounUSl 

5        363,000         3        161,000         -2       -202,000 

In  the  RRB's  long-range  financial  management  plans  and  internal  control 
action  plans,  the  agency  has  recognized  that  improvements  in  its  debt 
collection  program  were  needed.  The  RRB  has  implemented  an  automated 
accounts  receivable  system  to  enhance  debt  collection  capabilities  by 
electronically  generating  billing  notices  and  assessing  interest  and  penalty 
charges.  0MB  also  made  some  additional  suggestions  on  debt  collection 
activities  in  its  draft  management  report.  Areas  where  the  RRB  is  using  the 
additional  resources  to  enhance  debt  collection  activities  include: 

--  utilizing  an  experienced  executive  reporting  directly  to  the  RRB 
Chief  Financial  Officer  to  coordinate  on  a  full-time  basis  all  debt 
collection  activities  within  the  RRB  and  with  other  Government 
agencies  and  external  organizations,  to  keep  abreast  of  Government 
debt  collection  practices  and  developments,  and  to  initiate  new 
practices,  as  appropriate,  within  the  RRB  (this  position  was  filled 
in  1992); 

--  expanding  the  use  of  debt  collection  agencies  and  the  Federal  tax 
refund  offset  program;  and 

--  working  toward  collecting  debts  by  salary  offset  and  by  offset 
against  other  Federal  payments  where  possible. 

The  RRB  has  already  substantially  exceeded  the  RRB-OMB  agreement  goals  in 
this  area.  In  fiscal  year  1996,  we  will  continue  to  make  improvements  in 
the  management  of  our  debt  collection  activities  and  make  even  further 
progress  in  our  collection  efforts. 


Activity  3-  Fraud  control 

1995  Estimate 

1996  Estimate 

Chanae 

Staff 

years     AmounUS) 

Staff 

years     Amount ($1 

Staff 

year?    Amou.nt($) 

1        47,000 

1       40,000 

-7,000 

The  RRB  is  using  the  additional  resources  to  extend  its  automated  wage 
matching  program  to  additional  States  to  check  on  earnings  by  unemployment 
and  sickness  insurance  and  disability  beneficiaries.  The  RRB  now  has  active 
matching  programs  with  all  50  states,  the  District  of  Columbia,  and  the 
Commonwealth  of  Puerto  Rico.  In  fiscal  years  1995  and  1996,  we  will 
continue  to  conduct  these  matches  which  cover  100  percent  of  the  railroad 
population. 
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ActlYUy  4,  T»x  accounting 

1995  Estimate            1996  Estimate 

Chanae 

Stiff                 Staff 

yews     Amount m      veirs     Amount m 

Staff 
years 

Amount m 

IS       608,000         0           0 

-15 

-608,000 

Under  the  Railroad  Retirement  Solvency  Act  of  1983,  all  railroad  retirement 
annuities  became  taxable  beginning  with  tax  year  1984.  Within  a  short  tine, 
the  agency  developed  an  entirely  new  system  to  account  for  benefit  payments 
by  tier  component  and  transaction  date.  Although  the  system  was  in  place  in 
time  to  release  tax  statements  in  January  1985,  as  required  by  law,  the 
system  was  not  fully  completed.  While  work  on  the  system  continued, 
subsequent  legislative  changes  enacted  in  1986  and  1988  required  extensive 
revisions  to  the  agency's  partially  developed  tax  system. 

Four  internal  quality  assurance  reports  Issued  in  late  1988  and  1989 
documented  significant  problems  with  the  tax  accounting  system.  Steps  were 
begun  Immediately  to  improve  the  accuracy,  quality,  and  timeliness  of  tax 
statements.  Using  the  resources  of  the  Special  Management  Improvement  Fund, 
the  RRB,  as  of  September  30,  1994,  had  eliminated  the  backlog  of  unprocessed 
record  corrections  and  cases  requiring  review  for  corrected  tax  statements. 
In  fiscal  year  1995,  we  will  continue  to  revise  and  improve  the  taxation 
accounting  system  and  the  benefit  payment  systems  that  provide  taxation 
information.  No  improvement  fund  resources  will  be  expended  In  this  area  in 
fiscal  year  1996. 


Activity  5.  Trust  fund  intearltv 

1995  Estimate 

1996  Estimate 

Chanae 

Staff 

rears    Amountm 

Staff 

Y«irS     AmognUJ) 

Staff 

years   Amount (S) 

1       37,000 

1       46.000 

+9,000 

The  Internal  Revenue  Service  (IRS)  Is  responsible  for  the  collection  of 
railroad  retirement  taxes.  The  Financial  Management  Service  of  the  Treasury 
is  then  responsible  for  depositing  these  taxes  Into  accounts  It  maintains 
for  the  RRB. 

To  help  ensure  that  the  correct  amount  of  taxes  Is  credited  to  the  RRB 
accounts,  the  RRB  performs  a  number  of  verification  checks  that  have 
Identified  over  S154  million  of  additional  funds  that  should  have  been  (and 
subsequently  were)  deposited  in  the  retirement  trust  funds  for  fiscal  years 
1989  and  1990.  The  RRB  verification  checks  are  based  on  information 
received  from  the  IRS  for  large  railroad  employers  paying  taxes  by  wire 
transfer.  Such  payments  represent  about  96  percent  of  total  railroad 
retirement  tax  deposits. 


971 


For  several  years,  the  RRB  has  been  actively  working  with  the  IRS  to 
establish  procedures  to  obtain  more  complete  Information  to  better  reconcile 
tax  deposits.  In  its  December  1989  report  on  its  program  to  review  and 
improve  Internal  controls,  the  RRB  noted  a  material  weakness  regarding  the 
lack  of  sufficient  information  being  received  from  the  IRS  to  allow  the  RRB 
to  verify  the  accuracy  of  railroad  retirement  payroll  tax  deposits.  0MB,  in 
its  management  report  on  the  RRB,  also  suggested  that  the  RRB  obtain 
additional  information  from  the  IRS  to  fully  reconcile  the  railroad 
retirement  trust  funds  to  ensure  that  all  tax  receipts  are  collected  and  are 
being  credited  in  a  timely  manner  to  the  proper  trust  fund.  0MB  also 
suggested  that  the  RRB  complete  reconciliations  involving  comparisons  of 
compensation  reported  to  the  RRB  for  benefit  purposes  with  compensation 
reported  to  the  IRS  for  tax  purposes  at  least  1  year  before  the  statute  of 
limitations  runs  out. 

The  RRB  has  worked  with  the  Department  of  the  Treasury  and  the  Internal 
Revenue  Service  to  implement  the  use  of  a  new  electronic  fund  transfer 
process  using  the  Automated  Clearing  House  system  to  collect  retirement 
taxes.  A  pilot  of  this  approach  was  started  in  October  1994  and  the  system 
became  available  to  all  employees  in  December  1994. 

As  part  of  the  Special  Management  Improvement  Plan,  the  RRB  also  has  been 
working  to  ensure  that  reconciliations  are  completed  at  least  1  year  before 
the  statute  of  limitations  expires.  We  are  substantially  exceeding  our  goal 
in  this  area. 


Activity  6.  Information  svstems 

1995  Estimate 

1996  Estimate 

Staff 

years     Amount(S) 

Staff 

years     Amount($) 

Staff 

years    AmounUS) 

5       292,000 

5       229,000 

-63,000 

As  part  of  its  agreement  with  0MB,  the  RRB  was  provided  with  additional 
FTE's  in  fiscal  years  1992  through  1996  to  develop  and  implement  a  work 
measurement  system  for  its  field  service.  This  system,  based  on  a  system 
used  by  the  Social  Security  Administration,  measures  the  time  it  takes  to 
complete  major  field  service  workloads  and  is  valid  at  the  regional  and 
national  levels.  In  fiscal  years  1991  through  1993,  the  work  measurement 
system  was  researched,  designed,  tested  and  piloted.  The  RRB  fully 
Implemented  the  work  measurement  system  for  its  field  service  operations  as 
of  September  1,  1993.  The  RRB  continues  to  use  and  improve  this  system. 

In  fiscal  year  1993,  the  RRB  also  implemented  a  mainframe  software  package 
to  automate  the  paper-based  procedure  manuals  which  contain  theory,  policy, 
instructions,  and  other  information  used  throughout  the  agency.  This  system 
has  provided  automated  procedure  creation,  updating,  distribution  and 
inquiry  capabilities  through  the  agency's  terminal  network. 
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JUSTIFICATION  QF  ESTIMATES 
WAL  BENEFITS  PAYMENTS  ACCWNT 

Proposed  Appropriation  Language 

[Dual  Benefits  Payments  Account]  Federal  Windfall  Subsidy 

For  payment  to  the  Dual  Benefits  Payments  Account,  authorized  under 
section  15(d)  of  the  Railroad  Retirement  Act  of  1974  [$261,000,000] 
$240,000,000,   which  shall  Include  amounts  becoming  available  In  fiscal  year 
[1995]  1996  pursuant  to  section  224(c)(1)(B)  of  Public  Law  98-76;  and  In 
addition,  an  amount,  not  to  exceed  2  percent  of  the  amount  provided  herein, 
shall  be  available  proportional  to  the  amount  by  which  the  product  of 
recipients  and  the  average  benefit  received  exceeds  [$261,000,000] 
S240.000.000:     Provided,   That  the  total  amount  provided  herein  shall  be 
credited  in  12  approximately  equal  amounts  on  the  first  day  of  each  month  in 
the  fiscal  year.  (Departments  of  Labor,  Health  and  Human  Services,  and 
Education,  and  Related  Agencies  Appropriations  Act,  1995.) 
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Explanation  pf  Prpppsed  Apprppriatjpn  Language 


Appropriation  language 

For  payment  to  the  Dual  Benefits 
Payments  Account,  authorized  under 
section  15(d)  of  the  Railroad 
Retirement  Act  of  1974 
[$261,000,000]  $240,000,000,   which 
shall  include  amounts  becoming 
available  In  fiscal  year  [1995] 
7996  pursuant  to  section 
224(c)(1)(B)  of  Public 
Law  98-76;  and  in  addition,  an 
amount,  not  to  exceed  2  percent  of 
the  amount  provided  herein,  shall 
be  available  proportional  to  the 
amount  by  which  the  product  of 
recipients  and  the  average  benefit 
received  exceeds  [$261,000,000] 
S240.000.000:... 

...Provided,  That  the  total  amount 
provided  herein  shall  be  credited 
In  12  approximately  equal  amounts 
on  the  first  day  of  each  month  In 
the  fiscal  year. 


Explanatipn 


The  proposed  appropriation  language 
provides  $240,000,000  for  payment  of 
vested  dual  (windfall)  benefits. 
Section  224  provides  for  taxation  of 
these  benefits.  Of  the 
$240,000,000,  it  1s  estimated  that 
$17  million  will  be  derived  from 
income  tax  revenues  as  provided  by 
Section  224(c)(1)(B)  of  Public  Law 
98-76.  Also,  an  additional  reserve 
amount  not  to  exceed  $4,800,000 
($240,000,000  X  2%)  will  be  made 
available  only  if  the  product  of 
recipients  and  the  average  benefit 
received  exceeds  the  product 
anticipated  in  the  budget  estimates. 


The  monies  provided  to  the  Dual 
Benefits  Payments  Account  are  to  be 
made  available  to  the  account  on  a 
monthly  basis  1n  12  approximately 
equal  amounts. 
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Authoring  Legislation 


Railroad  Retirement  Act  of  1974  as  amended: 
Sections  15(d)(1).  7(c)(1).  and  15(0(2) 
Dual  Benefits  Payments  indefinite    S261.000.000    Indefinite    $240.0 

Section  15(d)(1): 

"There  1s  hereby  created  an  account  in  the  Treasury  of  the 
United  States  to  be  known  as  the  Dual  Benefits  Payments 
Account.  There  1s  hereby  authorized  to  be  appropriated  to 
such  account  for  each  fiscal  year  beginning  with  the  fiscal 
year  ending  September  30,  1982,  such  sums  as  are  necessary 
to  pay  during  such  fiscal  year  the  amounts  of  annuities 
estimated  by  the  Board  to  be  paid  under  sections  3(h),  4(e), 
and  4(h)  of  this  Act  and  under  sections  204(a)(3), 
204(a)(4),  206(3),  and  207(3)  of  Public  Law  93-445." 

Section  7(c)(1): 

"In  any  fiscal  year,  the  total  amounts  paid  under  such 
sections  shall  not  exceed  the  total  sums  appropriated  to  the 
Dual  Benefits  Payments  Account  for  that  fiscal  year." 

Section  15(1)(2): 

"The  Secretary  of  the  Treasury  shall,  on  a  monthly  basis, 
credit  each  account  established  1n  the  Treasury  for  the 
payment  of  benefits  under  this  Act  for  the  proportionate 
amount  of  benefit  checks  (Including  Interest  thereon)  drawn 
on  each  such  Account  more  than  six  months  previously  but  not 
presented  for  payment  and  not  previously  credited  to  such 
Account,  to  the  extent  provided  In  advance  in  appropriation 
Acts." 


975 

Appropriations  History  Table 
Dual  Benefits  Payments  Account 


Budget  esttnate 

House 

Senate 

continuing 

Tear 

to  the  Conoress 
t392.000.000 

allowance 

allowance 

resolution 

1986 

$392,000,000 

$392,000,000 

$375,144,000  1/ 

1987 

$351,880,000 

$380,000,000 

$380,000,000 

$380,000,000 

1988 

$276,000,000 

$368,000,000 

$368,000,000 

$352,323,000  b/ 

1989 

t336.185.000 

$355,000,000 

$355,000,000 

$350,740,000  c/ 

1990 

$333,000,000 

$340,000,000 

$340,000,000 

$340,000,000  d/ 

1991 

$321,000,000 

$328,000,000 

$335,000,000 

$326,927,000  e/ 

1992 

$315,000,000 

$315,000,000  f/ 

$319,100,000  3/ 

$319,100,000  a/ 

1993 

$297,000,000 

$294,030,000  h/ 

$294,030,000  h/ 

$294,030,000  h/ 

1994 

$277,000,000  h/ 

$277,000,000  h> 

$277,000,000  h7 

$277,000,000  h7 

1995 

$261,000,000  h/ 

$261,000,000  h/ 

$261,000,000  h/ 

$261,000,000  hV 

1996 

$240,000,000  7/ 

a/  Represents  the  full  appropriation  amount  of  $392,000,000  less  the 
sequestered  amount  of  $16, 856,000. 

by  Represents  the  House  and  Senate  allowance  amount  of  $368,000,000  less  a 
4.26  percent  reduction  ($15,677,000)  called  for  In  the  full -year  continuing 
resolution  for  fiscal  year  1988  (Public  Law  100-202). 

£/  Represents  the  House  and  Senate  conference  allowance  of  $355,000,000  less  a 
1.2  percent  reduction  ($4,260,000)  mandated  by  the  fiscal  year  1989 
appropriations  act  (Public  Law  100-436).  Of  the  $350,740,000,  an  estimated 
$26,000,000  was  funded  by  Income  taxes  on  vested  dual  (windfall)  benefits 
and  the  remainder  ($324,740,000)  by  general  revenues. 

$1    Of  the  $340,000,000,  $19,000,000  was  funded  by  Income  taxes  on  vested  dual 
(windfall)  benefits  and  the  remainder  ($321,000,000)  by  general  revenues. 

e/  Represents  the  full  appropriation  amount  of  $335,000,000  less  a 

2.41  percent  reduction  ($8,073,000)  called  for  by  the  fiscal  year  1991 
appropriations  act  (Public  Law  101-517).  Of  the  $326,927,000,  an  estimated 
$16,000,000  (net  of  an  adjustment  for  the  calendar  year  1988  income  tax 
reconciliation)  was  funded  by  income  taxes  on  vested  dual  (windfall) 
benefits  and  the  remainder  ($310,927,000)  by  general  revenues.  Public  Law 
101-517  also  provided  that  the  amount  made  available  for  benefits 
($326,927,000)  "shall  be  immediately  credited  to  the  account"  in  order  to 
earn  interest  in  fiscal  year  1991  (an  estimated  $9,686,000)  which  "shall  be 
available  for  payments  through  September  30,  1991." 

i!    Specified  that  the  amount  made  available  would  be  credited  to  the  account 
Immediately  in  order  to  earn  Interest. 

g/  Specified  that  the  amount  made  available  would  be  credited  to  the  account 
on  a  monthly  basis  In  12  approximately  equal  amounts. 
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h/  In  addition,  an  amount  not  to  exceed  2  percent  of  the  appropriation 

shall  become  available  proportional  to  the  amount  by  which  the  product  of 
recipients  and  the  average  benefit  received  exceeds  the  appropriation 
amount. 

if    The  proposed  appropriation  language  also  provides  that  an  additional  amount 
not  to  exceed  2  percent  of  $240,000,000  shall  become  available  proportional 
to  the  amount  by  which  the  product  of  recipients  and  the  average  benefit 
received  exceeds  $240,000,000. 

The  proposed  appropriation  language  calls  for  funding  from  the  following  source. 

Budget 
Funding  sources authority  a/ 

General  revenue  $240,000,000 

[Of  the  $240,000,000  to  be 
funded  from  general  revenue, 
$17,000,000  is  expected  from 
income  taxes  on  vested  dual 
(windfall)  benefits.] 


The  proposed  appropriation  language  provides  that  "***  an 
amount,  not  to  exceed  2  percent  of  the  amount  provided 
herein,  shall  be  available  proportional  to  the  amount  by 
which  the  product  of  recipients  and  the  average  benefit 
received  exceeds  $240,000,000***." 


977 

Dual  Benefits  Payments  Account 
Amounts  Available  for  Obligation 


Appropriation  (general 
funds  of  the  Treasury) 


Fiscal  year 
1994 

islm] 


Fiscal  year 
1995 

estimate 


$277,000,000     $261,000,000 


Fiscal  year 

1996 
estimate 


Transfer  from  other  accounts 
(Federal  Payments  to  the 
Railroad  Retirement  Accounts) 

Subtotal 

Less: 

Unobligated  balance 

Total  obligations  (payments 
to  beneficiaries) 


5.009  a/ 


$277,005,000 


7.649,999 


19,090 


9,999 


KW.ffl.9W   K«.  919.999   $240.oo9.ooo 


a/  This  amount  represents  this  account's  share  of  the  uncashed  checks  carry- 
forward balance  to  fiscal  year  1994. 
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Explanation  of  1996  Request 


This  is  the  21st  request  for  appropriations  authorized  by  the  Railroad 
Retirement  Act  of  1974  to  fund  vested  dual  (windfall)  benefits  received  by 
railroad  retirees  who,  under  prior  law,  would  become  covered  by  both  the 
railroad  retirement  system  and  the  social  security  system  because  railroad 
retirement  was  not  fully  coordinated  with  social  security  from  1937  to  1974. 

Under  laws  in  effect  prior  to  1975,  a  worker  engaging  in  covered  employment 
under  both  the  Railroad  Retirement  Act  and  Social  Security  Act  could,  under 
certain  conditions,  receive  benefits  separately  under  both  acts.  Due  to  the 
weighted  nature  of  the  social  security  benefit  formula,  such  "dual 
beneficiaries"  received  more  in  total  benefits  than  if  all  their  work  had  been 
in  the  railroad  industry.  Dual  benefits  were  a  cost  to  the  railroad 
retirement  system  because  the  social  security  benefits  paid  to  railroad 
retirees  were  deducted  from  the  financial  interchange  with  the  social  security 
system.  By  the  mid-1970's,  costs  to  the  railroad  retirement  system  for  these 
benefits  exceeded  $450  million  a  year  and  were  a  severe  financial  drain  on  the 
system. 

The  Railroad  Retirement  Act  of  1974  provided  for  the  phase-out  of  dual 
benefits  by  revising  the  benefit  formulas  and  coordinating  payments  to  remove 
duplications.  It  also  provided  for  a  vested  dual  benefit  to  continue  payment 
to  annuitants  who  were  qualified  for  benefits  under  both  programs  before  1975 
and  met  certain  other  requirements. 

Funding  provisions  of  the  1974  Act  proved  inadequate,  as  inflation  and  adverse 
court  decisions  increased  the  costs  of  vested  dual  benefits.  Also,  the  1974 
Act  did  not  provide  for  a  reduction  in  these  benefits  if  the  Railroad 
Retirement  Account  funded  the  difference  between  the  appropriation  and  the 
benefit  payments. 

The  Omnibus  Budget  Reconciliation  Act  of  1981  amended  the  Railroad  Retirement 
Act  of  1974  to  limit  vested  dual  benefits  to  the  amounts  actually  appropriated 
and  precluded  certain  annuitants  from  future  eligibility.  A  separate  account 
was  established  for  the  payment  of  these  benefits,  and  the  general  fund 
appropriations  are  made  to  that  account.  Starting  in  fiscal  year  1982,  if  the 
general  fund  appropriation  is  less  than  required  in  any  year  to  pay  full 
benefits,  the  RRB  must  reduce  (on  a  pro  rata  basis)  all  individual  vested  dual 
benefit  payments  so  that  the  total  appropriation  is  not  exceeded. 

Eor^fiscal  year  1995,  the  appropriation  act  has  provided  $261,000,000  to  fund 
vested  dual  benefits.  It  Is  estimated  that  $14,000,000  will  be  derived  from 
Income  taxes  on  these  benefits  and  the  remainder  from  general  revenues.  This 
amount  is  to  be  credited  to  the  account  in  12  approximately  equal  amounts  on 
the  first  day  of  each  month  during  the  fiscal  year. 

The  fiscal  year  1996  appropriation  language  also  provides  for  12  monthly 
payments  to  this  account  from  general  revenues  and  specifies  that  $240,000,000 
be  appropriated  for  benefits.  In  addition,  the  proposed  language  provides 
that  an  additional  amount  not  to  exceed  2  percent  of  the  $240,000,000 
appropriated  --  or  up  to  $4,800,000  --  shall  be  available  proportional  to  the 
amount  by  which  the  product  of  recipients  and  the  average  benefit  received 
exceeds  that  same  product  anticipated  1n  the  budget  estimates. 
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JUSTIFICATION  OF  ESTIMATES 
FEDERAL  PAYMENTS  TO  THE  RAILROAD  RETIREMENT  ACCOUNTS 

Proposed  Appropriation  Language 

Federal  Payments  to  the  Railroad  Retirement  Accounts 


For  payment  to  the  accounts  established  in  the  Treasury  for  the  payment 
of  benefits  under  the  Railroad  Retirement  Act  for  Interest  earned  on 
unnegotlated  checks,  $300,000,  to  remain  available  through 
September  30,  [1996]  1997,   which  shall  be  the  maximum  amount  available  for 
payment  pursuant  to  section  417  of  Public  Law  98-76.  (Departments  of  Labor, 
Health  and  Human  Services,  and  Education,  and  Related  Agencies 
Appropriations  Act,   1995.) 


Explanation  of  Proposed  Appropriation  Language 


Appropriation  language 


Explanation 


For  payment  to  the  accounts 
established  in  the  Treasury  for 
the  payment  of  benefits  under  the 
Railroad  Retirement  Act  for 
interest  earned  on  unnegotiated 
checks,  $300,000,   to 
remain  available  through 
September  30,  [1996]  1997,   which 
shall  be  the  maximum  amount 
available  for  payment 
pursuant  to  section  417  of 
Public  Law  98-76. 


Section  417  of  Public  Law  98-76 
(Railroad  Retirement  Solvency  Act  of 
1983)  amended  the  Railroad 
Retirement  Act  of  1974  to  provide 
for  monthly  transfers  from  the 
Treasury  of  amounts  for  benefit 
checks  drawn  6  months  earlier  and 
not  presented  for  payment. 

Beginning  in  fiscal  year  1991,  the 
RRB  no  longer  received  credits  to 
this  account  for  the  principal 
amount  of  uncashed  railroad 
retirement  checks  under  provisions 
of  the  Competitive  Eguality  Banking 
Act  of  1987.  Instead,  such  funds, 
which  are  appropriated  to  the 
Treasury,  are  to  be  transferred 
directly  to  the  railroad  retirement 
accounts  and  the  Dual  Benefits 
Payments  Account.  As  a  result,  the 
RRB  is  no  longer  required  to  seek 
prior  appropriation  authority  for 
the  principal  amount  of  the  uncashed 
check  transfers.  Interest  on 
uncashed  railroad  retirement  checks, 
however,  must  still  be  appropriated 
in  advance  to  this  account. 


981 


Authorizing  Legislation 


nt  Solvency  Act  of  1983 
ity  Banking  Act  of   1987 

Authorized 
Indefinite 

ADDroDriation 
S300.000 

Authorized 
Indefinite 

Appropriation 

Railroad  Ret i reme 
Section  4W 

Competitive  Fqual 
Section   1003 

$300,000 

"The  Secretary  of  the  Treasury  shall,  on  a  monthly 
basis,  credit  each  account  established  in  the 
Treasury  for  the  payment  of  benefits  under  this 
Act  for  the  proportionate  amount  of  benefit  checks 
(including  interest  thereon)  drawn  on  each  such 
Account  more  than  six  months  previously  but  not 
presented  for  payment  and  not  previously  credited 
to  such  Account,  to  the  extent  provided  in  advance 
in  appropriation  Acts." 

Appropriations  History  Table 


Fiscal 

Budget  estimate 

House 

Senate 

year 

to  the  Congress 

allowance 

allowance 

Appropriation 

1986 

$  2,200,000 

$  2,200,000 

$  2,200,000 

$  2,200,000 

1987 

$  3,100,000 

$  3,100,000 

$  3,100,000 

$  3,100,000 

1988 

$  3,100,000 

$  3,100,000 

$  3,100,000 

$  3,100,000 

1989 

$  3,100,000 

$  3,100,000 

$  3,100,000 

$  3,100,000 

1990 

$                  0 

0 

0 

0 

1991 

$       100,000 

$       100,000 

$       400,000 

$       400,000 

1992 

$       400,000 

$       400,000 

$       400,000 

$       400,000 

1993 

$       100,000 

S       100,000 

$       100,000 

$       100,000  a/ 

1994 

$       300,000 

J       300,000 

$       300,000 

$       300,000 

1995 

$       300,000 

$       300,000 

$       300,000 

$       300,000 

1996 

$       300,000 

a/  Available  only  for  fiscal  year  1993;  amounts  appropriated  in  other 
years  available  for  2  years. 
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Federal  Payments  to  the  Railroad  Retirement  Accounts 
(Appropriations  for  Uncashed  Checks) 


Amounts  Available  for  Obligation 


Fiscal  year 
1994 
actual 

Fiscal  year 
199S 

estimate 

Fiscal  year 

1996 
estimate 

Appropriation 

$300,000 

$300,000 

$300,000 

Plus: 

Unobligated  balance, 
start  of  year 

0 

174,009 

174,000 

Subtotal 

$300,000 

$474,000 

$474,000 

Transfer  to  other 
accounts  (Dual  Benefits 
Payments  Account) 

Unobligated  balance, 
end  of  year 

Total  obligations 


5,000 
174.PPQ 


10,000 


9,000 


174.000       174.000 
$290.000      $291.000 


Explanation  of  1996  Request 

Prior  to  enactment  of  Section  417  of  the  Railroad  Retirement  Solvency  Act  of 
1983,  amounts  for  uncashed  benefit  checks  were  not  credited  to  the  Railroad 
Retirement  Accounts.  Section  417  provided  a  two-part  process  for  recovering 
unnegotiated  benefit  check  amounts.  The  first  part,  represented  by  the  1985 
appropriation  request,  was  a  catch-up  mechanism  to  credit  the  accounts  with 
the  amount  of  all  uncashed  checks  issued  prior  to  May  1985,  that  the  Treasury 
and  the  RRB  could  jointly  Identify  from  accounting  records.  The  amount  agreed 
upon  and  appropriated  In  1985  was  $15  million  and  was  to  remain  available 
through  September  30,  1986. 

The  second  part  of  the  process  went  into  effect  for  checks  issued  on  and  after 
May  1,  1985.  From  that  date,  on  a  monthly  basis,  the  Treasury  transferred  to 
the  account  amounts  represented  by  checks  drawn  6  months  earlier  and  not 
presented  for  payment.  These  amounts  were  provided  for,  in  advance,  in 
appropriation  acts.  For  fiscal  year  1991  and  thereafter,  the  RRB  is  to  seek 
appropriation  authority  only  for  the  interest  earned  on  unnegotiated  checks. 
Under  provisions  of  the  Competitive  Equality  Banking  Act  of  1987,  the 
principal  amount  of  uncashed  railroad  retirement  checks  Is  to  be  appropriated 
to  the  Treasury,  which  in  turn  shall  transfer  such  amounts  directly  to  the 
appropriate  RRB  accounts. 

The  appropriation  proposed  for  fiscal  year  1996  provides  that  funds  would  be 
available  for  2  years  --  or  through  September  30,  1997. 
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Automation  Activities  for  the  Railed 

Retirement  Benefit  Program 


The  RRB  is  currently  following  a  multi faceted,  incremental  approach  for 
the  automation  of  railroad  retirement  claims  processing.  This  approach, 
adopted  in  January  1988,  calls  for  the  gradual  modernization  of  existing 
systems,  through  a  series  of  specific  initiatives  outlined  in  a 
comprehensive  long-term  automation  plan.  The  original  plan,  developed  by 
an  in-house  Automation  Planning  Group  (APG)  in  1988,  detailed  23  distinct 
retirement  claims  improvement  projects. 

During  1989,  resources  were  shifted  from  the  retirement  automation 
program  to  critically  needed  changes  and  corrections  in  the  retirement 
taxation  accounting  system.  This  resulted  in  many  improvements,  but  the 
need  for  additional  work  in  the  taxation  area  was  also  Identified. 

In  October  1989,  the  APG  reconvened  to  develop  a  revised  plan  which 
incorporated  needed  taxation  improvements  and  prioritized  these 
initiatives  with  the  remaining  retirement  automation  initiatives.  The 
updated  plan  (referred  to  as  the  "APG- 2"  plan)  was  completed  in  December 
1989.  It  identified  several  specific  taxation  and  retirement  systems 
initiatives  to  be  developed  as  soon  as  possible.  It  also  called  for  the 
separate  development  of  a  long-range  plan  for  taxation  improvements, 
based  on  a  more  in-depth  study  of  the  problems  and  requirements  in  that 
area. 

In  September  1991,  after  a  6-month  study  effort,  a  special  planning  task 
force  Issued  the  Long-Range  Plan  for  Taxation  Processing.  This  plan, 
which  was  incorporated  into  the  RRB's  automation  plans,  identified  and 
recommended  over  20  additional  system  improvements  for  the  taxation 
program,  to  be  scheduled  over  a  5-year  period.  These  initiatives,  like 
the  retirement  claims  initiatives  previously  identified,  are  also  based 
on  incremental,  phased  improvements.  They  involve  a  combination  of 
microcomputer  and  mainframe  computer  solutions  and  are  intended  to 
automate  and  streamline  many  existing  manual  processes,  thus  improving 
the  efficiency  and  effectiveness  of  the  overall  operation. 

During  fiscal  year  1995,  the  RRB  1s  developing  a  Strategic  Information 
Resources  Management  (IRH)  Plan  that  will  consider  the  remaining 
automation  initiatives  from  the  APG  plans  and  the  long-range  taxation 
plan,  as  well  as  any  new  initiatives  required  to  further  streamline  and 
reengineer  existing  processes  and  systems.  This  plan  will  set  the 
direction  for  the  agency's  automation  activities  for  the  next  5  years. 

II.  Accomplishments  During  1993  and  1994 

During  this  period,  the  following  advances  in  retirement  claims 
automation  were  made. 
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--  A  retirement  calculation  and  payment  system.  Involving  the 
automation  of  most  manual  initial  and  post-entitlement  payment 
activity  for  employee  annuitants,  was  implemented  in  November  1992. 
A  related  Initiative,  which  automated  similar  functions  for  spouse 
annuitants,  was  Implemented  In  September  1994. 

--  In  March  1993,  a  new  system  was  implemented  to  modernize  the  manual 
handling  of  certain  overpayment  cases,  including  automating  the 
overpayment  recovery  process  and  the  restoration  of  the  annuity  to 
Its  full  amount  when  the  overpayment  has  been  recovered. 

--  In  April  1993,  the  RRB  implemented  a  mainframe  software  package  to 
automate  the  paper-based  procedure  manuals  which  contain  theory, 
policy,  instructions,  and  other  Information  used  throughout  the 
agency.  This  system  provides  automated  procedure  creation, 
updating,  distribution,  and  inquiry  capabilities  through  the 
agency's  terminal  network.  Additional  types  of  material  are 
continually  added  to  the  system. 

--  A  project  to  develop  an  integrated  database,  which  will  eventually 
house  all  retirement  claims  data,  was  completed  in  September  1993. 

--  During  fiscal  year  1993,  the  RRB  began  using  software  to 
automatically  add  ZIP+4  address  information  to  all  computer 
produced  mailings.  ZIP+4  provides  better  service  to  the  railroad 
community  and  reduced  postage  through  the  utilization  of  discounts. 
The  software  also  adds  bar  coding  for  additional  levels  of  postal 
discounts. 

--  In  August  1994,  an  on-line,  paperless  system  was  implemented  to 
process  social  security  award  transactions  which  are  certified  to 
the  RRB  for  payment. 

--  In  November  1994,  the  first  segment  of  a  new  system  to  calculate 
and  pay  survivor  annuities  was  Implemented.  Additional  functions 
are  planned  for  this  system  by  February  1995. 

During  this  period,  several  taxation  initiatives  were  also  completed. 

--  Elimination  of  pension  contribution  recovery  processing  under  the 
General  Rule  provision  of  the  Internal  Revenue  Code  represents  a 
major  simplification  in  the  RRB's  taxation  processing.  This 
Initiative  resulted  in  more  accurate  reporting  of  contributory 
benefits.  The  changes  were  incorporated  into  the  tax  statements 
released  In  January  1993. 

--  A  new  system  to  make  available  more  accurate  Social  Security 
Equivalent  Benefit  (SSEB)  PIA's  was  implemented  in  September  1993. 

--  A  new  on-line  system  was  developed  to  Increase  the  efficiency  of 
the  SSEB  calculation  process  during  fiscal  year  1993. 


--  New  automated  processing  was  developed  during  fiscal  year  1993  to 
Insure  that  one-payment-only  awards  are  posted  correctly  and  timely 
to  the  taxation  database.  This  initiative  also  ensured  that  taxes 
are  withheld  as  needed  from  these  payments. 

--  A  major  Initiative  was  completed  in  January  1994  which  resulted  In 
updated  and  more  detailed  payment  data  to  be  captured  and  stored, 
thus  allowing  for  more  accurate  tax  withholding  and  accounting  to 
be  performed. 

--  A  new  on-line  system  to  process  repayments  of  taxable  benefits  was 
implemented  in  January  1994. 

--  During  fiscal  year  1994,  the  RRB  completed  the  necessary  system 
changes  to  ensure  that  taxes  are  withheld  from  the  taxable  portions 
of  special  accrual  payments  and  one-payment-only  awards. 

--  A  project  to  automate  the  preparation  of  manual  tax  statements  was 
completed  in  August  1994. 

--  A  major  expansion  of  the  on-line  taxation  correction  system  was 
implemented  in  September  1994.  This  initiative  eliminated  the  use 
of  paper  forms  and  enhanced  the  efficiency  and  effectiveness  of  the 
correction  process. 

III.  Current  Initiatives 

Work  is  continuing  on  all  aspects  of  the  retirement  claims  automation 
program.  The  status  of  current  initiatives  is  listed  below: 

--  Medicare  Improvement?,  Currently,  improvements  are  being  made  to 
RRB's  Medicare  system.  The  improvements  are  being  conducted  in  two 
phases.  The  first  phase  was  developed  to  replace  paper  Medicare 
Input  forms  with  on-line  data  input  screens.  This  improvement  was 
completed  in  August  1994.  The  second  phase,  to  be  started  in 
fiscal  year  1995,  will  improve  processing,  internal  controls,  and 
management  information. 

-  Automat  ion  Planning,  The  RRB  plans  to  issue  its  5-year  RRB 
Strategic  IRM  Plan  covering  fiscal  years  1996  through  2000.  This 
document  will  build  upon  the  RRB  Strategic  Plan  and  take  into 
account  the  remaining  initiatives  from  the  APG,  APG-2,  the  tax 
improvement  plan,  and  the  RUIA  modernization  plan,  as  well  as  the 
GSA  Federal  Systems  Integration  and  Management  Center  (FEDSIM) 
report,  and  the  results  of  an  Intra- agency  focus  group  process. 
This  plan  is  to  be  submitted  to  the  Director  of  Administration  no 
later  than  September  29,  1995. 

--  Payment.  Rate  and  Entitlement  History.  A  functional  database 
system  containing  historical  records  of  individual  annuity 
payments,  rates  and  entitlement  Is  being  developed.  This  long-term 
project  1s  being  developed  in  phases.  The  first  two  phases  were 
completed  In  August  1992,  and  July  1993,  respectively.  The  final 
phase  1s  currently  under  development,  and  1s  expected  to  be 
completed  in  fiscal  year  1995. 
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AutQmatipn  Activities  for  the  Ra1lrpad 
Unemployment  and  Sickness  Insurance  Program 


The  railroad  unemployment  and  sickness  insurance  program  which  is 
provided  for  under  the  Railroad  Unemployment  Insurance  Act  (RUIA) 
operates  in  a  highly  automated  environment.  Major  systems  include  a 
dally  claims  processing  system,  a  payment  system,  an  on-line  system  for 
data  entry  of  unemployment  and  sickness  applications  and  claims,  a 
national  central  register  of  unemployed  railroad  workers  and  an 
experience  rating  system.  Computer  matching  programs  are  conducted  on  a 
regular  basis  with  all  50  States,  the  District  of  Columbia,  and  the 
Commonwealth  of  Puerto  Rico  to  detect  conflicting  days  of  non-railroad 
employment  or  receipt  of  State  unemployment  benefits.  Electronic 
prepayment  claims  verification  is  conducted  with  eight  major  railroad 
employers,  representing  66  percent  of  all  RUIA  claimants,  allowing  for 
early  detection  of  potentially  erroneous  or  fraudulent  claims. 

II.  Accomplishment?  pMring  1994 

Major  improvements  in  automating  RUIA  activities  during  fiscal  year  1994 
include  the  following: 

--  Computer  matching  programs  -  The  number  of  active  computer  matching 
programs  with  State  agencies  was  increased  to  50  States,  the 
District  of  Columbia,  and  the  Commonwealth  of  Puerto  Rico  during 
the  fiscal  year  bringing  the  number  of  railroad  employees  covered 
by  such  programs  to  100  percent.  These  matching  programs  are  used 
by  the  RRB  to  detect  non-railroad  employment  or  the  receipt  of 
State  unemployment  benefits  on  days  claimed  as  days  of  unemployment 
or  sickness  under  the  RUIA. 

--  Direct  deposit  -  Direct  deposit  was  implemented  for  benefit 
payments  to  railroad  unemployment  and  sickness  beneficiaries  in 
March  1994. 

--  Create  daily  benefit  rate/ Qualifying  compensation  tables  -  The 
Dally  RUIA  Claims  Processing  System  was  revised  to  access  user- 
updated  database  tables  to  maintain  maximum  dally  benefit  rates  and 
qualifying  compensation  amounts.  The  tables  eliminate  the  need  for 
automated  system  changes  each  time  these  amounts  change. 

-  Replace  current  1nPMt  mechanises  with  an  PQ-llne  data  entry 

system  -  The  remaining  Input  transactions  to  the  Dally  RUIA  Claims 
Processing  System  were  converted  to  on  line  data  entry  through  the 
Railroad  Unemployment  Claims  System.  Extensive  edits  and  warning 
messages  were  incorporated  to  enhance  the  accuracy  and  timeliness 
of  claims  processing. 

--  Access  EPH.  P".  a  Mr?  tHw?lv  basis  -  Revisions  to  the  Dally  RUIA 
Claims  Processing  System  were  Implemented  to  provide  an  Initial 
certification  of  service  and  compensation  on  the  same  day  that  an 
application  for  benefits  Is  processed.  This  eliminated  the  one 
business  day  delay  previously  required  to  obtain  this  information. 


--  Conduct  a  feasibility  study  for  automated  voice  messaging  -  A  study 
was  completed  on  the  feasibility  of  using  an  automated  voice 
messaging  system  to  provide  information  to  unemployment  and 
sickness  claimants  about  benefit  claims  and  payments.  The  study 
showed  that  field  offices  receive  a  sufficient  number  of  routine 
Inquiries  of  the  type  that  could  be  handled  by  an  interactive  voice 
response  system  to  warrant  further  consideration. 

in.  Current  Initiatives 

The  following  Initiative  will  be  completed  in  fiscal  year  1995. 

--  Convert  the  master  and  clearance  files  to  a  database  -  Under  this 
initiative,  the  master  and  clearance  files,  which  contain  data 
about  the  payment  of  RUIA  benefits  to  railroad  employees,  will  be 
converted  from  tape  files  to  an  on-line  database.  Inquiry  screens 
will  be  developed  to  display  the  data.  This  will  allow  users 
immediate  access  to  data,  provide  for  additional  on-line  editing  of 
input  transactions,  and  create  an  environment  to  phase-in  the 
redesign  of  the  RUIA  systems. 

Work  on  this  initiative  began  in  February  1993,  and  is  scheduled  to 
be  completed  in  May  1995. 

In  addition,  work  on  several  initiatives  identified  in  the  Unemployment 
and  Sickness  Insurance  Processing  Modernization  Plan,  is  scheduled  to 
begin  1n  the  current  fiscal  year: 

--  Redesign  the  RUIA  system  -  This  is  a  project  to  redesign  the  RUIA 
system  to  allow  processing  of  calendar  dates  after  1999,  remove 
unnecessary  program  code,  utilize  user-maintained  data  tables  and 
provide  enhanced  processing  capabilities.  It  is  necessary  to  add 
century  information  to  dates  used  in  the  RUIA  system  to  allow 
automated  processing  of  benefit  payments  into  the  21st  century. 
The  redesign  will  allow  removal  of  obsolete  processes  and  enhance 
system  capabilities.  These  enhancements  could  include  real-time 
processing  and  interaction  with  other  databases. 

--  Access  EDM  on  a  recurring  basis  -  This  initiative  provides  for 
modifying  the  Daily  RUIA  Claims  Processing  System  to  access  the 
employment  maintenance  system  (EDM)  on  a  recurring  basis  to 
identify  adjustments  in  base  year  compensation  which  affect  benefit 
entitlement. 
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Action  pn  Q9nqr???l9P»1  Recommendation? 

Senate  Report  103-318 
House  Report  103-553 

Recommendation 

The  Committees  expected  the  RRB  to  work  with  the  General  Services  Administration 
to  negotiate  appropriate  rates  for  space  and  services  exempting  the  RRB  from 
paying  standard  rent  charges  In  future  years. 

Action  Taken 

On  November  16,  1994,  the  Commissioner  of  the  6eneral  Services  Administration 
(6SA)  advised  that  "GSA  will  continue  to  charge  actual  cost  1n  11eu  of  Rent  for 
space  occupied  by  RRB  In  fiscal  year  1996  and  for  so  long  as  this  exemption 
remains  1n  effect.'  Thus,  through  written  agreement  with  the  6SA,  the  RRB  will 
be  exempt  from  paying  standard  rent  charges  1n  1996  and  as  long  as  the  exemption 
remains  1n  effect. 
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Statement  to  the  Congress  Concerning  Agency  Compliance  on 
the  Use  of  Federal  Funds  for  Influence  Peddling 


Public  Law  101-121  imposes  government-wide  prohibitions  on  using 
Federal  Funds  for  influence  peddling,  and  requires  the  Inspector  General 
annually  report  to  Congress  concerning  agency  compliance  with  these 
restrictions.  The  Inspector  General  must  evaluate  compliance  and 
effectiveness  including  any  alleged  violations  and  penalties  imposed 
under  the  law,  and  submit  the  evaluation  to  the  Congress  with  the  agency 
annual  budget  justification. 

Our  evaluation  disclosed  that  applicable  agency  contracts  contain  the 
required  Office  of  Management  and  Budget  certification  clause.   During 
calendar  year  1994.  the  Railroad  Retirement  Board  Contracting  Officer 
received  no  disclosures  of  lobbying  activities  from  those  contractors 
affected  by  the  P.L.  101-121. 


WV9fc^§&toww 


Martin  J.  Dickman 
Inspector  General 
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Summary  of  Full-Time  Equivalent  Employment 


Executive  Level  III 
Executive  Level  IV 


ES-6 
ES-5 
ES-4 
ES-3 
ES-2 
ES-1 


GS/GM-15 

GS/GM-14 

GS/GM-13 

GS-12 

GS-11 

GS-10 

GS-9 

GS-8 

GS-7 

GS-6 

GS-5 

GS-4 

GS-3 


Wage  Board 
Total 


FY  1994 

FY  1995 

FY  1996 

Actual 

Estimate 

Estimate 

1.0 

1.0 

1.0 

2.0 

2.0 

2.0 

3.0 

3.0 

3.0 

1.0 

1.0 

1.0 

1.0 

1.0 

1.0 

3.0 

3.0 

3.0 

3.0 

3.0 

3.0 

2.0 

1.0 

1.0 

0.0 

3.0 

3.0 

10.0 

12.0 

12.0 

40.0 

38.0 

34.0 

61.8 

58.8 

53.8 

82.0 

84.0 

79.0 

267.2 

304.2 

299.2 

175.4 

210.4 

205.4 

178.5 

172.0 

167.0 

124.9 

204.9 

199.9 

191.4 

72.4 

67.4 

99.2 

53.0 

48.0 

69.8 

67.8 

62.8 

74.8 

72.8 

67.8 

59.5 

57.5 

52.5 

37.2 

35.2 

30.2 

1,461.7 

1,431.0 

1,367.0 

17.0 

16.0. 

11.0 

1,491.7 

1,462.0 

1,393.0 

Positions  in  the  Office  of  Inspector  General  are  not  included. 
The  44  FTE's  reimbursable  by  the  Health  Care  Financing 
Administration  for  Medicare  activities  in  1994,  1995  and  1996  are 
excluded.   Figures  shown  for  1994  represent  FTE's  being  utilized 
as  of  September  30,  1994,  not  the  total  FTE's  used  in  1994. 
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FY  1994 
Actual 

FY  1995 
Estimate 

FY  1996 

Estimate 

Average  ES  Level 

3.6 

3.1 

3.1 

Average  ES  Salary 

$110,565 

$108,954 

$111,514 

Average  GS/GM  Grade 

9.5 

9.8 

9.9 

Average  GS/6H  Salary 

$  38,975 

$  41,061 

$  42.957 

These  figures  include  all  employees  (permanent,  temporary,  part-time,  and 
full-time)  with  the  exclusion  of  employees  in  the  OIG  and  wage  board 
employees.  Salaries  used  in  the  computation  of  the  averages  are  based  upon 
annual  salaries  for  full-time  employment. 
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OFFICE  OF  INSPECTOR  GENERAL 
RAILROAD  RETIREMENT  BOARD 

EXECUTIVE  SUMMARY 

The  mission  of  the  Office  of  Inspector  General  (OIG)  at  the  Railroad  Retirement 
Board  (RRB)  Is  to:  (1)  conduct  Independent  audits  and  Investigations  relating 
to  agency  programs  and  operations;  (2)  promote  economy,  efficiency  and 
effectiveness;  (3)  detect  fraud  and  abuse;  and  (4)  keep  the  Board  Members  and 
Congress  informed  about  problems  and  recommended  corrective  actions 
concerning  RRB  operations. 

The  OIG  Is  requesting  $6,700,000  in  fiscal  year  1996  to  continue  audit  and 
investigative  coverage  of  the  RRB  benefit  programs.  The  office  will  concentrate 
audits  on  those  critical  areas  that  significantly  affect  agency  operations. 
Investigative  resources  will  be  devoted  to  maintaining  the  integrity  of  RRB 
programs  through  the  Investigation  of  fraud,  waste  and  abuse.  The  OIG  will 
also  focus  its  attention  to  identifying  innovative  methods  to  streamline 
operations  and  improve  the  delivery  of  service  to  RRB  annuitants. 
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JUSTIFICATION  OF  ESTIMATES 

OFFICE  OF  INSPECTOR  GENERAL 

Proposed  Appropriation  Lanpiat 

Limitation  On  [Review  Activity]  The  Office  of  Inspector  General. 

For  expenses  necessary  for  the  [Railroad  Retirement  Board]  Office  of  Inspector 
General  for  audit,  investigatory  and  review  activities,  as  authorized  by  section  418 
of  Public  Law  98-76,  and  the  Inspector  General  Act  of  1978,  as  amended  by  Public 
Law  100-504,  not  more  than  [$6,682,000]  $6,700,000  to  be  derived  from  the 
railroad  retirement  accounts  and  railroad  unemployment  insurance  account 


Explanation  of  Proposed  Appropriation  Language 


Appropriation  Language Explanation 


Expenses  necessary  for  die  Railroad  This     budget     funds     audits, 

Retirement  Board  audit,  investigatory  investigations  and  review  activities  by 

and  review  activities...  die  Office  of  Inspector  General 

...as  authorized  by  section  418  of  Section     418     of     the     Railroad 

Public  98-76...  Retirement  Solvency  Act  of  1983, 

Public  Law  98-76,  authorized  an 
Office  of  Inspector  General  for  the 
RRB. 

...not  more  than  $6,700,000,  to  be  These    funds    for    the    Office    of 

derived  from  the  railroad  retirement  Inspector  General  are  to  be  transferred 

accounts  and  railroad  unemployment  from    amounts     in     die    Railroad 

insurance  account  Retirement    Account,    the   Railroad 

Unemployment  Insurance  Account, 
the  Railroad  Social  Security 
Equivalent  Benefit  Account  and  the 
Railroad    Retirement    Supplemental 


Authorizing  Legislation 


i22fi_ 


Appropriation 
Lefislation  Authorized 


Inspector  General  Act  of  1978,  Indefinite  $6,700,000 


1000 


1001 


CO         of 


§§ 


§§§ 


1°1 


I    §° 


§§  §°§§§ 


|8 


%%  §°§§§ 

g  e"     S'     §  8  8" 


s    i 


§    § 


i§  §§§§§  § 
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II 


II 


66 


I 

II 
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£ 
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PERSONNEL  SUMMARY 


FY  1995 
ESTIMATE 


FY  1996 
REQUEST 


Executive  Level  IV 

1 

1 

Subtotal 

1 

1 

ES-oe 

0 

0 

ES-06 

1 

1 

ES-04 

0 

0 

ES-03 

0 

0 

ES-02 

0 

0 

ES-01 

0 

1 

0 

Subtotal 

1 

GS/QM-15 

4 

4 

QS/QM-14 

6 

7 

QS/QM-13 

15 

14 

14 

QS-12 

42 

45 

44 

QS-11 

6 

3 

QS-10 

1 

1 

88-09 

2 

1 

QS-08 

3 

3 

QS-07 

4 

3 

QS-06 

0 

0 

88-06 

2 

2 

QS-04 

1 

1 

88-03 

0 

0 

88*02 

0 

0 

88-01 

0 

0 

Subtotal 

90 

83 

Total  full-time  permanent 

employment,  end  of  year 

93 

90 

85 

Full-time  equivalent  (FTE) 

ueage 

93 

90 

85 

Average  ES  Level 

4.00 

5.00 

5.00 

Average  ES  Salary 

SI  09. 705 

$1 19.540 

81 21 .800 

Average  QS/QM  Grade- 

11.58 

11  66 

11.79 

Average  QS/QM  Salary 

S46.088 

S51.3BB 

$54,639 
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FY  1994 

FY  1995 

FY  1996 

Financing 

acbj&l 

estimate 

request 

Operations  (total  obligations) 
Unobligated  balance  lapsing 
Limitation 

$  6,742,000 

$6,682,000 

$  6,700,000 

6,742,000 

6,682,000 

6,700,000 

Relation  of  obligations 
to  outlays 

Obligations  incurred,  net 
Obligated  balance, 
start  of  year 
Obligated  balance, 
end  of  year 

6,742,000 

640,000 

-640,000 

6,682,000 

640,000 

-640,000 

6,700,000 

640,000 

-640.000 

Outlays  from  limitation 

$  6,742,000 

$  6,682,000 

$  6,700,000 
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PRESIDENTS 

FISCAL 

BUDGET 

HOUSE 

SENATE 

YEAR 

TO  CONGRESS 

ALLOWANCE 

ALLOWANCE 

APPROPRIATION 

1986 

$942,000 

1/ 

1967 

$1,167,000 

$1,167,000 

$1,367,000 

$1,267,000 

1988 

$3,800,000 

$2,310,000 

$2,310,000 

$2,196,000 

hi 

1989 

$5,200,000 

$2,700,000 

$3,500,000 

$3,213,000 

£/ 

1990 

$4,000,000 

$3,545,000 

$4,160,000 

$3,903,156 

ti 

1991 

$7,698,000 

$8,000,000 

$7,698,000 

$5,854,924 

si 

1992 

$7,700,000 

$6,089,000 

$6,700,000 

$6,395,000 

1993 

$6,900,000 

$5,544,000 

$6,900,000 

$6,839,736 

U 

1994 

$6,742,000 

$6,742,000 

$6,742,000 

$6,742,000 

1995 

$6,700,000 

$6,682,000 

$6,860,000 

$6,682,000 

1996 

$6,700,000 

aj_     Appropriation  was  included  with  the  Railroad  Retirement  Board 

appropriation  for  fiscal  year  1986. 
b/      Represents  the  House  and  Senate  Conference  allowance  of  $2,212,000 

less  a  reduction  of  $16,000  mandated  by  fiscal  year  1988  appropriations 

act  (Public  Law  100-202). 
c/       Represents  the  House  and  Senate  Conference  allowance  of  $3,1 00,000 

less  a  1 .2  percent  reduction  ($37,000)  mandated  by  fiscal  year  1989 

appropriations  act  (Public  Law  100-436)  plus  an  additional 

supplemental  of  $150,000  mandated  by  Public  Law  101-45. 
d/      Represents  the  House  and  Senate  Conference  amount  of  $3,950,000 

less  a  $46,844  reduction  mandated  by  the  fiscal  year  1990 

appropriations  act  (Public  Law  101-239). 
§/      Represents  the  House  and  Senate  Conference  amount  of  $5,855,000 

less  a  reduction  of  $76  as  mandated  by  the  fiscal  year  1991 

appropriations  act  (Public  Law  101-508). 
f/       Represents  the  House  and  Senate  Conference  amount  of  $6,845,000 

less  a  reduction  of  $5,264  as  mandated  by  fiscal  year  1993 

appropriations  act  (Public  Law  102-394). 
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Staffing  History 

Fiscal  Year 

Total  PTEs 

1986 

18 

1987 

23 

1988 

55 

1989 

58 

1990 

83 

1991 

93 

1992 

101 

1993 

99 

1994 

93 

1995 

90 
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OFFICE  OF  INSPECTOR  GENERAL 
RAILROAD  RETIREMENT  BOARD 

EXPLANATION  OF  FISCAL  YEAR  1996  BUDGET  REQUEST 

The  mission  of  the  Office  of  Inspector  General  (OIG)  Is  to  provide  Independent 
oversight  of  the  Railroad  Retirement  Board  (RRB).  The  RRB  administers 
comprehensive  retirement,  survivor,  unemployment  and  sickness  Insurance 
benefits  for  the  nation's  railroad  workers  and  their  families.  The  agency  pays 
approximately  $7.9  billion  annually  In  retirement,  survivor  and  disability 
benefits  to  almost  900,000  beneficiaries  each  year,  and  an  additional  $69 
million  In  railroad  unemployment  and  sickness  Insurance  benefits  to  40,000 
claimants.  The  agency  also  administers  Medicare  Fart  B,  the  physician 
services  aspect  of  the  Medicare  program,  for  qualified  railroad  retirement 
beneficiaries.  About  750,000  beneficiaries  receive  these  benefits  totaling  more 
than  $700  million  annually  through  the  RRB. 

The  OIG  Is  responsible  for  reviewing  agency  program  areas.  Identifying  the 
causes  of  operational  weaknesses  and  problems,  and  recommending  changes 
to  ensure  an  efficient  benefit  system  and  the  highest  level  of  service  delivery 
to  the  railroad  community.  Through  Its  investigative  program,  the  OIG 
identifies.  Investigates  and  refers  for  prosecution  and  monetary  recovery 
action,  cases  of  waste,  fraud  and  abuse  In  RRB  programs. 

The  OIG  is  requesting  funding  of  $6,700,000  for  fiscal  year  (FY)  1996  to 
perform  audits  of  RRB  program  operations  and  financial  statements, 
monitoring  of  the  RRB/OMB  Management  Improvement  Agreement,  reviews 
of  the  RRB's  Information  systems,  and  Investigations  of  fraud  related  to  RRB 
benefit  programs. 
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OFFICE  OF  AUDIT 

The  Office  of  Audit  (OA)  provides  comprehensive.  Independent  audit  coverage 
of  RRB  programs.  OA  conducts  reviews  to  promote  economy,  efficiency  and 
effectiveness  In  agency  operations  and  Informs  the  Board  Members  and 
Congress  of  current  and  potential  problems,  recommended  Improvements  and 
agency  progress  In  Implementing  corrective  actions. 

In  FY  1996,  OA  will  focus  its  efforts  In  the  areas  described  below. 

Office  of  Management  and  Budget  (OMB)  Management  Review 

OA  will  complete  Its  monitoring  obligations  In  the  fifth  and  final  year  of 
the  RRB/OMB  Management  Improvement  Agreement  OA  will  fulfill  Its 
responsibilities  to  provide  Independent  reports  to  the  Administration  and 
Congress  on  the  agency's  use  of  resources  and  progress  In  meeting  the 
terms  of  the  Agreement 

Financial  Statement  Audits 

OA  working  with  Arthur  Andersen  and  Company,  will  continue  the 
review  of  the  RRB's  financial  statements  to  ensure  the  agency  Is  In 
compliance  with  all  provisions  of  the  Chief  Financial  Officers  Act  of 
1990.  To  date,  audits  have  been  completed  of  the  RRB's  1993  and  1994 
financial  statements.  As  the  agency  continues  to  make  steady  progress 
in  correcting  Identified  weaknesses  In  financial  operations,  OA  will 
provide  assistance  to  management  In  addressing  these  critical  areas. 
The  agency  has  addressed  about  one-half  of  the  75  recommendations  for 
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Improvement  which  were  Included  In  the  completed  audits.  In  FY  1996, 
OA  will  perform  a  review  of  the  RRB's  1995  financial  statements. 

Integrity  of  th«  Trust  Funds 

OA  will  continue  Its  review  of  operations  that  affect  the  Integrity  of  the 
trust  funds  from  which  all  benefits  are  paid.  OA  will  seek  to  Identify 
ways  to  Improve  the  RRB's  coordination  with  the  Department  of 
Treasury  and  the  Internal  Revenue  Service,  two  agencies  that  are 
directly  Involved  In  the  day-to-day  collection  and  processing  of  RRB 
monies. 

Benefit  Payment  Accuracy 

OA  will  continue  Its  audits  of  agency  operations  affecting  benefit 
payment  accuracy,  an  area  of  concern  cited  In  the  financial  statement 
audit.  OA  will  identify  necessary  changes  in  systems  and  management 
controls  to  reduce  the  number  of  errors  In  the  processing  and  payment 
of  benefits. 

Debt  Collection  Activities 

Debt  Collection  remains  a  serious  concern  ~  accounts  receivable  for  the 
agency  exceed  $94  million.  OA  will  work  with  the  Chief  Financial  Officer 
and  his  staff  to  eliminate  program  deficiencies  and  Improve  the 
timeliness  of  the  repayment  of  funds  owed  to  the  agency. 
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Medicare  Part  B  Program 

OA  will  coordinate  Its  efforts  with  Investigative  personnel  to  Identify 
fraud  and  abuse  In  the  Medicare  program.  OA  will  also  continue  to 
work  with  the  RRB's  Medicare  Part  B  canter  to  strengthen  controls  and 
eliminate  program  abuse. 


OA  will  continue  its  reviews  of  the  agency's  internal  and  management 
controls.  The  RRB's  overall  control  environment  was  identified  as  a 
material  weakness  In  the  recently  completed  financial  statement  audits. 
OA  will  work  with  management  in  developing  plans  that  will  directly 
address  this  problem.  OA  will  also  closely  monitor  the  Implementation 
of  changes  designed  to  bring  greater  Integrity  and  effectiveness  to  RRB 
operations. 

Information  Systems 

As  the  agency  continues  its  systems  development,  OA  will  perform 
audits  to  determine  If  the  RRB's  on-line  systems  are  effective  in 
managing  the  agency's  data  and  contain  necessary  internal  controls. 
OA  will  also  review  operational  changes  and  related  controls  that  have 
resulted  from  the  consolidation  of  several  bureaus  Into  one  central 
information  systems  office. 

As  time  and  resources  permit,  OA  will  conduct  special  studies  as  requested  by 
the  Inspector  General  or  agency  management  The  purpose  of  these  reviews 
Is  to  provide  evaluations  of  specific  areas  and  offer  recommendations  for 
improvement  In  a  short  period  of  time. 
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OFFICE  OF  INVESTIGATIONS 

The  Office  of  Investigations  (OF)  conducts  criminal  Investigations  of  program 
fraud  Involving  sickness  and  unemployment  Insurance,  disability,  Medicare  or 
retirement  benefits  that  have  been  illegally  obtained  by  individuals,  groups  or 
companies.  OI  coordinates  activities  with  other  Inspectors  General  and  law 
enforcement  entitles  to  increase  the  effectiveness  of  its  Investigations.  OI 
actively  pursues  ways  to  prevent  and  deter  fraud,  particularly  through 
education  of  agency  personnel  and  annuitants,  and  through  the  Identification 
of  program  weaknesses  that  permit  waste,  fraud  and  abuse  to  occur.  In  FY 
1996,  OI  will  continue  to  work  with  program  managers  to  strengthen  Internal 
controls  and  eliminate  deficiencies  to  reduce  fraud. 

Health  Care  and  Disability 

OI  will  assign  a  high  priority  to  the  investigation  of  health  care  cases 
which  typically  Involve  large  dollar  amounts  and  fraudulent  schemes 
created  by  doctors,  medical  equipment  suppliers  and  other  health  care 
practitioners.  Participation  in  health  care  task  forces  will  be  increased 
to  the  greatest  extent  possible,  and  OI  will  continue  to  conduct 
investigative  activities  with  other  Inspectors  General,  particularly  at  the 
Department  of  Health  and  Human  Services,  the  Federal  Bureau  of 
Investigation,  the  U.S.  Secret  Service  and  the  Postal  Inspection  Service. 
Special  agents  will  also  work  closely  with  OIG  auditors  who  conduct 
reviews  of  the  RRB's  Medicare  program,  the  agency's  Bureau  of 
Disability  and  Medicare  Operations,  and  the  RRB's  Medicare  Part  B 
carrier,  MetraHealth  (formerly  The  Travelers  Insurance  Company). 
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Claimant  Fraud 

OI  will  continue  Investigations  of  fraud  In  the  retirement,  survivor, 
unemployment  and  sickness  Insurance  benefit  program  cases.  These 
Investigations  Involve  Individuals  removing  electronically  transferred 
benefit  payments  from  accounts,  or  relatives  of  deceased  annuitants 
cashing  U.S.  Treasury  checks.  OI  also  detects  many  of  these  fraudulent 
acts  through  the  use  of  computer  matching  programs  with  the  Social 
Security  Administration  and  the  Health  Care  Financing  Administration. 
OI  will  also  continue  to  investigate  fraud  in  the  unemployment  and 
sickness  Insurance  programs.  These  Investigations  Involve  Individuals 
collecting  benefits  to  which  they  are  not  entitled.  OI  detects  many  of 
these  instances  through  the  use  of  state  computer  matches  that 
compare  employer  wages  with  RRB  benefit  payments. 

In  addition,  OI  will  continue  to  Investigate  Irregularities  In  reporting  by  railroad 
employers.  Recent  reviews  have  identified  railroad  employers  who  filed 
fraudulent  forms  with  the  RRB  and  the  Internal  Revenue  Service.  As  a  result, 
these  employers  have  failed  to  report  all  employees  to  the  RRB  and,  therefore, 
did  not  pay  the  correct  amount  of  contributions  to  the  agency.  In  FY  1996,  OI 
will  pursue  Investigations  In  this  area  and  work  with  program  managers  to 
strengthen  program  oversight 

SUMMARY 

The  Office  of  Inspector  General  continues  to  review  RRB  operations  and  offer 
recommendations  to  improve  program  effectiveness  and  efficiency.  The  OIG 
will  continue  to  assist  management  In  identifying  ways  to  streamline  the 
agency  to  ensure  the  highest  level  of  customer  service  at  the  lowest  cost 
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The  OIG  has  recommended  that  the  RRB  simplify  Its  Internal  organization  and 
the  administrative  processes  to  improve  operations  and  Implement  the 
reinvention  principles  established  by  the  National  Performance  Review. 

This  office  will  continue  to  focus  audits  on  those  critical  areas  that 
significantly  affect  RRB  operations.  These  reviews  will  address  the  financial 
statements,  benefit  calculations,  debt  collection.  Integrity  of  the  trust  funds, 
Information  systems.  Internal  controls,  and  the  Medicare  Part  B  program.  In 
FY  1996,  the  OIG  will  complete  Its  obligations  under  the  RRB/OMB 
Management  Agreement  to  monitor  the  agency's  use  of  resources  In  Improving 
efficiency.  The  OIG  will  devote  Its  Investigative  program  to  maintaining  the 
Integrity  of  the  RRB  benefit  programs  through  the  Investigation  of  fraud,  waste 
and  abuse. 

With  the  continued  support  of  Congress  and  the  Administration,  the  OIG  will 
use  both  audit  and  Investigative  resources  to  safeguard  the  RRB  trust  funds 
for  current  and  future  beneficiaries  and  their  families. 
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Wednesday,  April  5,  1995. 

OCCUPATIONAL  SAFETY  AND  HEALTH  REVIEW 
COMMISSION 

WITNESSES 

STUART  E.  WEISBERG,  CHAIRMAN 
WILLIAM  J.  GAINER,  EXECUTIVE  DIRECTOR 

Mr.  Porter.  The  subcommittee  will  come  to  order.  We  continue 
our  hearings  on  the  related  agencies  under  our  jurisdiction  with 
the  Occupational  Safety  and  Health  Review  Commission  and  we 
are  pleased  to  welcome  the  Chairman,  Stuart  Weisberg.  Mr. 
Weisberg,  why  don't  you  introduce  Mr.  Gainer  and  proceed. 

Introduction  of  Witnesses 

Mr.  Weisberg.  Thank  you,  Mr.  Chairman,  and  thank  you  for  the 
opportunity  to  appear  before  you  today.  Let  me  introduce  our  Exec- 
utive Director,  William  Gainer,  who  you  may  recognize  since  Mr. 
Gainer  worked  at  the  General  Accounting  Office  for  20  years,  in- 
cluding several  years  as  head  of  the  Education  and  Employment  Is- 
sues Section  and  in  that  capacity  frequently  testified  before  Con- 
gress. 

Mr.  Chairman,  I  have  a  prepared  statement  that  I  would  request 
be  inserted  in  the  record  in  its  entirety. 

Mr.  Porter.  Yes,  it  will  be  received. 

Opening  Statement 

Mr.  Weisberg.  I  would  like  to  highlight  and  discuss  some  of  our 
accomplishments  during  this  past  year,  our  goals  and  discuss  our 
budget  request.  The  Review  Commission  is  an  independent  adju- 
dicative agency  whose  sole  statutory  mandate  is  to  serve  as  a  court 
providing  administrative  trial  and  appellate  review  of  legal  dis- 
putes between  OSHA  and  employers  charged  with  Federal  health 
and  safety  violations. 

When  Congress  created  OSHRC  almost  25  years  ago,  it  wisely 
established  it  as  an  independent  agency,  not  part  of  OSHA  or  the 
Labor  Department.  In  retrospect,  there  is  one  thing  Congress 
should  have  done  differently.  That  is,  it  should  have  given  the  Oc- 
cupational Safety  and  Health  Review  Commission  a  different 
name.  Because  of  the  name  similarity,  we  often  get  mistaken  for 
OSHA. 

I  remember  one  incident  last  fall.  We  were  going  to  have  T-shirts 
printed  with  the  agency  name  and  emblem.  I  might  quickly  add, 
not  at  government  expense,  but  with  each  employee  who  wanted 
one  purchasing  it.  My  secretary  was  dealing  with  a  company  here 
in  D.C.  and  she  was  on  the  phone  with  the  owner  of  this  small 
company,  and  he  said  at  one  point,  "Now,  what  agency  is  this?" 
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And  she  said,  "OSHA  Review  Commission."  He  thought  she  said 
OSHA  and  he  refused  to  sell  us  T-shirts. 

Cost  Reductions 

Having  spent  nine  years  as  the  Staff  Director  and  Chief  Counsel 
for  a  House  Government  Operations  Subcommittee,  for  me  there 
was  a  particular  awareness  and  challenge  in  running  an  agency  ef- 
ficiently and  economically. 

One  of  the  first  things  we  did  after  Bill  Gainer  came  on  board 
as  Executive  Director  was  to  examine  all  of  our  administrative  ex- 
penses and  overhead  item  by  item  in  an  effort  to  reduce  costs,  and 
we  found  over  $100,000  in  savings.  Let  me  just  give  you  a  few  ex- 
amples. 

We  reviewed  the  trial  transcripts  and  found  that  the  court  re- 
porters were  using  excessively  wide  margins  and  since  we  were 
paying  for  that  per  page,  we  set  more  demanding  standards  for  the 
court  reporters  and  this  resulted  in  40  percent  more  words  per 
page  and  resulted  in  $10,000  in  annual  savings. 

By  just  reducing  the  weight  of  the  envelopes  we  use  and  the 
paper,  we  were  able  to  reduce  our  mailing  costs  by  $4,000.  We  also 
looked  at  all  the  law  books  and  legal  publications  that  we  subscribe 
to  and  discontinued  what  was  not  being  used.  We  found,  for  exam- 
ple, Words  and  Phrases,  which  is  a  large  multivolume  set,  was 
rarely  used. 

In  one  of  our  regional  offices,  there  wasn't  even  space  in  the  li- 
brary for  that  multivolume  set.  It  was  being  boxed  in  a  storage 
room.  We  got  rid  of  Words  and  Phrases.  We  also  got  rid  of  the 
other  things  that  were  in  the  storage  room  and  there  was  no  need 
for  the  storage  room.  We  were  able  to  give  that  space  back  and  re- 
duce our  rent  in  that  particular  office. 

Strategic  Plan 

We  have  issued  a  strategic  plan  and  we  have  provided  you  with 
a  copy  of  that  plan  which  sets  forth  our  goals,  which  among  others 
are  to  improve  the  quality  and  restore  the  timeliness  of  administra- 
tive law  judge  and  commission  decisions,  and  to  modernize  our 
computer  information  and  case  management  system.  Most  of  our 
computer  technology  and  case  processing  systems  are  now  8  to  10 
years  old.  We  also  plan  to  streamline  our  work  processes  and  to  in- 
vest in  our  people. 

We  have  just  issued  a  new  guide  to  Review  Commission  proce- 
dures which  reduces  the  rather  complex  language  of  our  rules  to 
plain  English. 

EZ  TRIAL 

We  are  in  the  process  now  of  implementing  a  one-year  pilot  pro- 
gram, which  we  call  EZ  trial,  to  give  small  employers  their  day  in 
court  before  an  administrative  law  judge  with  a  minimum  of  proce- 
dural obstacles.  We  found,  Mr.  Chairman,  that  at  least  30  to  40 
percent  of  our  cases  involve  small  pro  se  employers.  That  is,  they 
are  appearing  before  the  commission  without  counsel.  The  purpose 
of  the  EZ  trial  is  to  simplify  the  adjudicative  process,  to  minimize 
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formalities,  and  to  reduce  the  time  and  expense  of  litigation  in  cer- 
tain cases  of  lesser  magnitude. 

BUDGET  REQUEST 

Now,  you  probably  think  this  is  all  very  nice,  but  why  in  this 
time  of  cutbacks  and  budget  reductions  are  we  asking  for  more 
money.  Basically,  Mr.  Chairman,  we  are  trying  to  get  back  to 
where  we  were  in  1993,  at  a  time  when  the  Commission  had  16  ad- 
ministrative law  judges  and  was  in  the  process  of  improving  the 
timeliness  of  its  decisions  both  at  the  judge  level  and  at  the  Com- 
mission level. 

What  happened  in  1993,  and  this  was  before  I  came  on  board, 
the  Commission  was  involved  in  a  forced  move  of  its  national  head- 
quarters and  that  resulted  in  an  approximate  $350,000  increase  in 
the  rent,  and  what  we  are  trying  to  do  is  to  get  even  in  order  to 
be  effective.  If  you  take  the  amount  of  appropriated  funds  we  had 
in  1993,  add  the  rent  increase  and  you  just  add  inflation  and  cost 
of  living,  that  is  roughly  what  we  are  asking  for  in  our  1996  budg- 
et. 

Let  me  emphasize  that  we  are  not  asking  for  more  FTEs.  We  are 
asking  for  appropriations  to  fund  two  additional  judges — right  now 
we  have  14.  That  would  give  us  the  same  16  that  we  had  in  1993. 
Today  we  have  more  cases.  We  also  have  more  complex  cases — 
some  of  them  involving  many  weeks  or  months  of  trial — than  we 
did  five  years  ago,  when  we  had  19  judges. 

CASE  LOAD 

At  present,  our  judges  have  88  cases  involving  more  than 
$100,000  of  proposed  penalty,  32  cases  involving  more  than  a  quar- 
ter of  a  million  dollars  in  proposed  penalties,  and  13  cases  involv- 
ing more  than  $1  million.  Some  of  these  individual  cases  can  tie 
up  one  administrative  law  judge  for  six  to  nine  months. 

SETTLEMENT  JUDGE  PROCEDURE 

Many  years  ago,  this  agency  pioneered  the  use  of  settlement 
judges.  However,  in  recent  years,  the  settlement  judge  procedure 
has  rarely  been  used  and  we  have  not  encouraged  or  promoted  it 
because  of  the  small  number  of  judges  that  we  have. 

In  order  for  the  settlement  judge  procedure  to  be  successful, 
there  is  a  need  for  the  settlement  judge  to  invest  both  time  and  ef- 
fort in  becoming  familiar  with  the  case,  to  be  able  to  give  a  candid 
preview  to  the  parties  of  the  facts  and  the  law  in  the  case  and  to 
point  out  the  weaknesses  in  the  case. 

Since  the  settlement  judge  procedure  involves  ex  parte  contacts, 
a  need  to  probe  and  a  need  to  comment  on  the  merits  of  the  case, 
there  is  a  need  to  insulate  the  settlement  judge  from  the  actual  de- 
cision-making role  if  the  case  indeed  does  not  settle.  Having  an  ad- 
ditional two  judges  would  allow  us  to  revitalize  our  settlement 
judge  procedure. 

CASE  PROCESSING  TIMES 

The  increase  in  the  number  of  cases  per  judge  has  led  to  a  sharp 
increase  in  the  time  it  takes  judges  to  issue  a  decision  after  a  hear- 
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ing.  I  recognize  these  are  tough  budget  times  and  the  question  is, 
why  does  it  matter  if  it  takes  an  administrative  law  judge  an  extra 
six  months  to  write  a  decision. 

The  answer  is  because,  under  the  OSH  Act,  an  employer  does  not 
have  to  abate  or  remedy  a  safety  violation  or  hazard  until  there  is 
a  final  decision  by  the  Review  Commission.  Thus,  it  is  of  utmost 
importance  not  only  to  provide  prompt  justice  but  also  to  assure 
worker  safety. 

Finally,  I  would  ask  that  you  judge  our  budget  request  on  its 
merits  and  based  on  our  record  and  actions  during  the  past  year. 
Thank  you  and  I  will  be  pleased  to  answer  any  questions  you  may 
have. 

[The  prepared  statement  and  biography  of  Stuart  Weisberg  fol- 
low:] 
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Statement  of  Stuart  E.  Weisberg,  Chairman 

Occupational  Safety  and  Health  Review  Commission 

For  Delivery  April  5, 1995  before  the 

House  Appropriations  Subcommittee  on  Labor-HHS-Education  and  Related  Agencies 


Mr.  Chairman,  and  members  of  the  subcommittee: 


It  is  a  pleasure  to  appear  before  you  today  to  discuss  the  budget  request  of  the  Occupational 
Safety  and  Health  Review  Commission.  The  Commission's  request  is  $532,000  above  the 
funding  level  appropriated  for  Fiscal  Year  1995  ($7,595,000)  and  would  support  74  FTE's, 
a  decrease  of  one  from  the  expected  Fiscal  Year  1995  average  level  of  75. 

This  budget  is  critical  to  restoring  the  effectiveness  of  the  Commission  and  most  of  the 
increase  will  go  to  replacing  retired  Administrative  Law  Judges,  upgrading  technology  and 
providing  needed  training.  These  actions  are  essential  if  the  Commission  is  to  improve  the 
timeliness  of  its  case  dispositions,  which  declined  significantly  in  Fiscal  Year  1994  due  to 
attrition  among  its  judges  and  inadequate  funding  to  hire  and  train  replacements. 

The  Commission  is  an  independent,  adjudicatory  agency  created  by  the  Occupational  Safety 
and  Health  Act  of  1970.  Its  sole  statutory  mandate  is  to  serve  as  a  court  providing  just  and 
expeditious  resolution  of  disputes  between  the  Occupational  Safety  and  Health 
Administration  (OSHA)  and  employers  charged  with  violations  of  federal  safety  and  health 
standards.  The  Commission  was  designed  by  Congress  as  an  agency  completely  independent 
of  the  Department  of  Labor  to  provide  a  check  on  OSHA's  enforcement  power  and  to  assure 
that  employers  could  appeal  and  receive  relief  from  any  arbitrariness  in  the  exercise  of  that 
power.  In  fact  it  was  the  provision  that  established  the  Commission  (the  "Javits 
Compromise")  that  ended  the  stalemate  in  Congress  and  led  to  the  Act's  passage. 

Although  completely  independent  of  OSHA,  our  workload  is  strongly  influenced  by  the 
nature  of  OSHA's  enforcement  activity.  Thus,  OSHA's  current  emphasis  on  more  serious 
workplace  hazards  and  the  consequent  increase  in  fines  will  almost  assuredly  translate  into 
a  greater  workload  for  the  Review  Commission  in  terms  of  more  complicated  cases,  longer 
trials  and,  from  the  employer's  perspective,  harder  fought  cases  with  higher  economic  stakes. 
This  change  is  part  of  a  trend  that  began  in  the  1980's,  but  which  accelerated  as  OSHA 
began  to  institute  its  new  strategy.  For  example,  OSHA  reported  a  first  quarter  increase  in 
willful  citations  it  issued  from  173  last  year  to  385  in  fiscal  year  1995  -a  123  percent 
increase.  The  Commission  is  likely  just  beginning  to  feel  the  impact  of  this  on  its  workload 
and  timeliness. 
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On  the  other  hand,  timely  case  resolution  for  employers,  and  the  abatement  of  occupational 
hazards  do  not  occur  until  the  Commission  issues  its  final  decisions  and  orders.  For  this 
reason  the  number  of  agency  judges  and  our  ability  to  provide  speedy  adjudication  is  of  the 
utmost  importance  to  providing  prompt  justice  and  assuring  worker  safety. 

Fiscal  Year  1996  Budget  Request 

The  request  contained  in  the  President's  budget,  $8,127,000,  would  support  74  employees 
and  would  include  16  judges,  a  net  increase  of  two  judges  above  the  number  we  can  afford 
in  fiscal  year  1995.  Sixteen  judges,  however,  would  be  fewer  than  the  19  authorized  in  1991 
when  the  agency's  workload  was  below  the  level  anticipated  for  fiscal  years  1995  and  1996. 
To  reduce  our  overall  personnel  ceiling  we  will  concurrently  eliminate  other  positions.  As 
I  noted  at  the  outset,  additional  judges  are  essential  if  the  Commission  is  to  restore  its 
effectiveness,  which  as  we  will  show  later,  declined  significantly  in  fiscal  year  1994.  This 
situation  is  in  marked  contrast  to  the  improvement  in  the  rate  of  case  resolution  we  reported 
for  fiscal  year  1993,  before  we  lost  three  judges.  Additional  judges  would  also  allow  us  to 
revitalize  the  "settlement  judge"  program,  a  concept  which  the  Commission  pioneered  and 
which  has  proven  very  successful  in  resolving  disputes  without  the  need  for  a  trial. 

When  combined  with  internally  generated  savings,  the  requested  funding  level  would  also 
allow  us  to  make  modest  investments  in  our  people  and  our  technology,  without  which  our 
planned  streamlining,  and  service  improvement  efforts  cannot  proceed. 

Commission  Strategy 

Modest  investment  is  critical  to  our  ability  to  implement  the  Commission's  strategic  plan, 
a  copy  of  which  is  attached,  and  which  includes  the  following  major  goals. 

•  Improve  Public  Service  —  We  will  emphasize  the  timeliness  of  administrative  law  judge 
and  Commission  decisions  and  the  user  friendliness  of  our  processes.  Three  major  efforts 
illustrate  what  we  are  trying  to  do.  First,  we  hope  to  cut  by  30  percent  the  average  time  that 
it  takes  our  judges  to  try  a  conventional  case  and  reach  a  decision.  Second,  we  are 
developing  an  alternative  E-Z  trial  process  for  less  complex  cases,  which  should  reduce  the 
time  and  money  employers  must  invest  to  contest  OSHA  cases  --  particularly  for  those 
employers  who  wish  to  present  their  own  case  rather  than  hiring  an  attorney.  Third,  we  are 
working  to  make  all  our  processes  more  easily  understood.  To  this  end  we  have  just 
completed  a  new  Guide  to  Review  Commission  Procedures  which  reduces  the  rather 
complex  language  of  our  rules  to  plain  English.  The  next  step  will  be  to  undertake  a 
complete  revision  and  simplification  of  those  rules. 
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•  Modernize  Information  Management  -  We  are  modernizing  our  computer  hardware  and 
software  and  are  developing  a  new  case  management  /case  tracking  system  which  will 
automate  routine  processing  functions  and  allow  cases  to  move  electronically  from 
docketing  clerks  to  our  judges  and  other  Commission  offices  and  ultimately  into  our 
permanent  case  records.  This  will  help  us  move  cases  more  quickly,  improve  our 
performance  measurement  systems,  facilitate  reengineering  and  reduce  our  costs. 

•  Enhance  Human  Resource  Management  -  We  are  revising  our  training,  performance 
management  and  reward  systems  to  emphasize  customer  service,  staff  development, 
continuous  improvement,  and  cost  savings. 

Financial  Perspective 

To  put  our  fiscal  year  1996  request  in  perspective,  it  is  necessary  to  describe  our  plans  for 
the  coming  year  and  recount  some  recent  history.  In  fiscal  year  1995,  the  Commission 
continues  to  face  a  difficult  financial  situation.  The  root  cause  of  this  continuing  financial 
squeeze  was  a  major  increase  in  rental  costs  in  Fiscal  Year  1994  caused  by  a  forced 
relocation  of  our  Washington  Headquarter' s  Office.  Our  rental  costs  increased  by  nearly 
$350,000.  This  and  other  operating  cost  increases  were  never  reflected  in  our  budget,  with 
the  consequence  that  we  are  experiencing  a  deterioration  in  effectiveness, 
resulting  from  the  necessity  to  reallocate  funds  for  this  purpose.  This  is  a  major  concern  to 
us  and  one  which  no  realistic  cost-cutting  effort  can  be  expected  to  alleviate,  however 
vigorously  pursued. 

Thus,  a  concerted  effort  to  control  our  operating  costs  (see  attachment  1),  has  enabled  us  to 
replace  only  one  of  the  three  judges  lost  during  fiscal  year  1994.  This  will  mean  a  continued 
degradation  of  our  ability  to  promptly  assign,  adjudicate  and  decide  cases. 

Our  cost  controls  did  allow  us  to  finish  fiscal  year  1994  in  the  black  without  an  anticipated 
furlough,  but  to  do  so  required  us  to  freeze  hiring,  and  delay  bringing  on  our  new  executive 
director,  who  is  spearheading  our  planning  and  cost  savings  efforts.  We  were  also  forced 
to  eliminate  all  training  for  the  second  year  in  a  row,  cut  back  severely  on  travel,  delay 
supervisory  visits  to  our  regions,  and  virtually  eliminate  performance  awards.  Even  these 
measures  would  have  been  ineffective  if  my  position,  and  those  of  my  chief  counsel  and 
secretary,  had  not  been  vacant  for  most  of  the  first  two  quarters  and  had  we  not  delayed 
replacement  of  antiquated  computer  and  reproduction  equipment.  Consequently,  it  was  only 
late  in  the  third  quarter  of  fiscal  year  1994,  after  delaying  some  long  and  costly  hearings  and 
suspending  all  but  emergency  expenditures  for  six  weeks,  that  we  were  able  to  conclude  that 
a  staff  furlough  would  be  unnecessary. 
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Mission  Impact  of  Cutbacks 


Together,  these  cutbacks  had  a  variety  of  negative  impacts.  First  of  all  case  dispositions 
were  off  for  fiscal  year  1994,  while  the  length  of  time  required  to  handle  cases  skyrocketed. 

For  example,  despite  efforts  to  improve  productivity  to  compensate  for  a  reduced  number  of 
judges,  we  held  only  154  hearings  in  fiscal  year  1994  as  compared  to  190  in  fiscal  year  1993 
and  well  over  200  in  previous  years.  For  disposition  of  cases  prior  to  trial,  the  judges 
disposed  of  200  fewer  cases  in  fiscal  year  1994.  Meanwhile,  for  fully  adjudicated  cases 
(those  that  go  to  trial)  the  average  time  from  receipt  until  our  judges  reach  their  decisions 
ballooned  from  415  days  in  fiscal  year  1993  to  520  days  in  fiscal  year  1994.  All  in  all,  75 
percent  of  our  cases  going  to  trial  are  now  taking  more  than  one  year  to  reach  disposition,  as 
compared  to  57  percent  in  fiscal  year  1993  and  61  percent  in  fiscal  year  1994. 

Thus,  we  believe  the  adjudicatory  process  is  taking  entirely  too  long  -  not  more  than  a  year 
should  elapse  from  the  time  of  receipt  of  most  cases  until  their  disposition  by  a  judge.  Much 
of  the  increase  in  trial  cycle  time  occurs  after  a  trial  is  held.  In  fiscal  year  1993,  a  decision 
was  written  and  issued  by  a  judge  within  189  days  on  average  after  the  hearing  was 
conducted.  In  fiscal  year  1994,  this  time  increased  to  250  days  and  thus  far  in  1995  it  is 
averaging  287  days  (a  total  increase  of  51  percent).  The  reason  for  these  delays  is  clear  - 
at  the  end  of  fiscal  year  1994  our  judges  had  an  average  workload  of  82  cases,  as  compared 
to  70  cases  a  year  earlier. 

A  major  objective  in  our  strategic  plan  is  to  reduce  the  disposition  time  for  tried  cases  to  an 
average  of  one  year.  Our  chief  judge  and  our  executive  director  have  formed  a  team  to  work 
on  this  objective,  but  we  must  also  have  additional  judges  to  achieve  this  objective. 

As  I  noted  earlier,  the  shortage  of  judges  has  also  caused  us  to  limit  our  settlement  judge 
program.  This  process  which  was  studied  by  the  Administrative  Conference  of  the  United 
States  (ACUS)  was  shown  to  be  a  valuable  alternative  to  a  formal  trial.  Under  this  program 
a  settlement  judge  is  appointed  to  meet  with  the  parties  to  mediate  the  dispute.  As  ACUS 
pointed  out,  this  process  requires  the  investment  of  time,  and  the  specialized  knowledge  of 
safety  and  health  law  and  legal  precedent,  that  our  judges  possess.  To  encourage  settlement, 
the  judge  must  study  the  facts  and  explain  to  each  party  the  weaknesses  in  their  respective 
arguments  so  that  each  can  reach  a  rational  decision.  Since  this  process  involves  a  much 
more  assertive  role  by  the  judge  and  "ex  parte"  contacts,  the  settlement  judge  cannot 
subsequently  render  a  decision,  should  the  case  fail  to  settle.  At  this  point,  another  judge 
must  be  assigned,  with  the  obvious  additional  demands  on  our  resources. 
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Thus,  even  though  this  process  can,  in  a  select  group  of  large  cases,  resolve  disputes  more 
amicably  and  without  a  costly  trial,  our  ability  to  use  it  is  constrained  by  our  judges'  already 
heavy  workload.  In  1994,  we  appointed  settlement  judges  in  only  five  cases,  but  all  five 
cases  were  successfully  settled.  With  adequate  funding,  we  would  use  this  mechanism  more 
often  in  fiscal  year  1996. 

Case  Complexity 

To  aggravate  our  case  management  situation,  our  cases  continue  to  grow  each  year  in  length 
and  complexity.  Our  new  cases  involve  a  greater  number  of  more  serious  citations  and  much 
higher  proposed  penalties,  with  the  consequent  heightening  of  resolve  on  the  part  of 
employers  to  resist  both  higher  payments,  and  judgments  that  could  affect  their  civil  liability. 
The  Labor  Department's  recent  concentration  on  more  serious  workplace  hazards  is 
accelerating  this  trend.  This  means  that  our  judges  must  spend  more  time  handling  pre-trial 
motions,  more  time  in  the  courtroom,  and  more  time  researching  and  writing  decisions. 
Attachment  2  provides  a  sampling  of  cases  that  illustrate  this  increase  in  complexity.  The 
first  example  (Beverly  Enterprises)  involves  a  contentious  issue  regarding  whether  or  not  the 
employer  provided  safe  methods  for  lifting  nursing  home  residents.  Unlike  the  typical  one 
day  trial  of  years  past,  this  group  of  cases  involved  six  weeks  of  trial  in  five  geographical 
locations  and  resulted  in  5,200  pages  of  transcript.  Travel  and  transcript  costs  were  in  excess 
of  $13,000.  This  case  has  required  the  full  time  attention  of  the  assigned  judge  for  more  than 
18  weeks,  through  the  completion  of  the  trial. 

Some  statistics  that  help  to  more  generally  illustrate  the  trend  toward  greater  case  complexity 
are  that  (1)  the  proportion  of  our  cases  with  serious  citations  grew  from  69  percent  in  1991 
to  75  percent  in  1993  to  78  percent  in  fiscal  year  1994,  while  the  proportion  of  new  cases 
with  willful  violations  has  grown  from  about  7  percent  of  new  cases  in  fiscal  1993  to  more 
than  1 1  percent  in  recent  months,  (2)  the  number  of  items  (safety  violations)  per  citation 
increased  from  7.9  in  1991  to  9.1  last  year  and  9.8  in  fiscal  year  1994  and  (3)  the  number 
with  large  fines  (those  over  $75,000)  has  increased  from  a  total  of  78  such  cases  in  fiscal  year 
1993  to  an  annualized  rate  of  220  such  cases  thus  far  in  fiscal  year  1995.  Because  OSHA's 
new  strategy  has  just  gone  into  effect,  we  expect  the  actual  number  of  cases  with  large  fines 
to  be  even  higher. 

Finally,  case  complexity  is  reflected  in  the  number  of  hearings  going  beyond  a  single  day, 
which  is  illustrated  by  a  one  year  increase  of  37%  in  the  length  of  trial  transcripts  from  226 
pages  on  average  per  hearing  in  1993,  to  309  pages  in  1994. 
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Thus,  a  shortage  of  judges  and  an  increase  in  case  complexity  are  severely  impacting  our 
effectiveness  in  fiscal  year  1995,  and  will  continue  to  do  so  in  fiscal  year  1996,  unless  our 
funding  is  appropriately  increased. 

Other  Negative  Impacts 

In  addition  to  limiting  judicial  hiring,  our  ability  to  adequately  accomplish  our  mission  has 
been  affected  by  other  austerity  induced  cutbacks. 

•  Trial,  evidence,  and  case  management  training  -  the  minimum  training  needed  forjudges 
—  have  not  been  provided  to  three  judges  hired  in  fiscal  year  1993,  and  one  hired  in 
January.  Meanwhile  productivity  enhancing  hardware  and  software  is  unavailable  to  most 
of  our  judges. 

•  Training  on  new  technical  standards,  and  on  the  underlying  technology  relevant  to  these 
standards,  has  not  been  provided  to  our  judges,  our  commissioners  or  the  attorneys  that 
support  them.  Some  progress  was  made  on  training  relevant  to  certain  older  standards  at 
the  end  of  1994,  but  the  training  deficit  is  still  large  and  troubling. 

•  Computers  and  related  equipment,  much  of  which  is  as  much  as  eight  years  old  and  cannot 
efficiently  run  current  versions  of  the  most  common  and  useful  software  is  still  being  used 
by  half  our  staff,  while  our  maintenance  bills  for  this  older  hardware  are  wasteful. 

•  Implementation  of  our  computer  network  which  holds  promise  of  significant  cost  savings 
through  the  use  of  E-mail  and  the  reengineering  of  our  most  time-consuming  mission- 
related  work  processes  has  been  delayed.  Although  we  recently  added  additional  persons 
to  this  network  the  majority  of  employees  still  lack  ready  access. 

Specific  Funding  Requirements  for  Fiscal  Year  1996 

Thus  to  operate  efficiently  in  1996  and  beyond  while  continuing  to  reduce  our  approved 
staffing  level,  we  need  to 

•  increase  the  number  of  judges  to  16  while  bringing  our  FTE  ceiling  down  to  74.  This  will 
increase  our  costs  by  approximately  $260,000  for  salaries,  benefits,  transcript  and  travel 
costs  for  two  judges, 

•  provide  annual  cost-of-living  pay  increases  at  a  cost  of  approximately  $100,000, 
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•  complete  our  computer  network,  replace  our  remaining  antiquated  computers,  and 
incorporate  CD-ROM  technology  for  use  in  legal  research  at  a  capital  cost  of  $85,000, 

•  implement  a  modest  incentive  awards  program  at  an  annual  cost  of  $25,000,  which  would 
be  less  than  half  a  percent  of  salaries,  and  far  below  what  most  agencies  spend;  this  would 
be  targeted  to  employees  that  help  us  realize  either  cost  savings  or  improved  service  to  the 
public, 

•  reinstitute  a  limited  program  of  technical,  managerial,  and  job  proficiency  training  which 
has  been  almost  totally  eliminated  for  several  years.  This  would  enhance  performance  and 
cross-train  personnel  at  a  cost  of  $30,000  -  less  than  one-half  percent  of  payroll  -  which 
is  far  less  than  well  run  private  firms  spend  on  training,  and 

•  continue  reengineering  efforts  we  have  begun  in  fiscal  year  1995,  which  will  require  some 
contract  computer  programming  at  an  estimated  cost  of  $25,000. 

Conclusion 

Without  the  requested  budget  increase  a  variety  of  negative  consequences  will  occur.  For 
example 

•  production  and  timeliness  of  case  processing  will  continue  to  deteriorate, 

•  efforts  to  redesign  and  reengineer  our  processes  will  proceed  more  slowly, 

•  judicial  training,  cross-training  of  administrative  staff,  executive  development  to  fill  key 
expected  retirements,  and  needed  computer  training  will  be  unavailable,  which  will 
continue  to  reduce  staff  effectiveness  and  delay  our  efforts  to  eliminate  positions,  and 

•  regional  office  connectivity  to  our  network  will  be  delayed,  further  limiting  the 
modernization  of  their  work  processes. 

The  Commission  is  making  every  effort  to  automate  and  streamline  operations,  reduce  costs 
and  reengineer  major  processes,  but  both  our  current  mission  effectiveness  and  any  dividends 
in  the  future  depend  upon  adequate  investment  today.  Without  the  requested  increase  we  can 
neither  function  effectively  today,  nor  can  we  improve  in  the  future. 


Mr.  Chairman,  this  concludes  my  opening  statement  and  my  Executive  Director  and  I  are 
available  to  answer  any  questions  you  or  other  Committee  members  may  have. 
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Estimated  Annualized  Savings* 


Attachment  1 


Libraries  and  Publications 


Eliminated  multiple  copies  of  many  publications,  canceled 
many  items  that  were  infrequently  used  and  began  sharing 
one  region's  library  costs  with  another  judicial  agency  - 
Total  Savings,  $40,000. 


Mailing  Costs 


Reduced  the  weight  of  paper  and  envelopes  and  eliminated 
unnecessary  mailings  wherever  possible  to  reduce  material 
and  postage  costs  ~  Total  Savings,  $4,000. 


Office  Rent 


Reduced  rented  space  in  three  of  our  four  regional  offices  and 
renegotiated  headquarters  rental  costs  ~  Total  Savings, 
$36,000. 


Phone  Lines 


Reduced  the  number  of  phone  lines  in  Washington  and  in  two 
regions  to  the  minimum  needed  for  effective  operation  ~ 
Total  Savings,  $4,800. 


Trial  Transcripts 


Set  more  demanding  standards  for  court  reporters  on  page 
format  which  has  resulted  in  our  getting  more  for  our  money 
-  Estimated  Savings,  $10,000. 


Printing  Costs 


Eliminated  antiquated  printing  equipment  to  improve  quality, 
to  reduce  maintenance  costs  and  waste,  save  labor  and  stop 
using  contract  printing  -  Estimated  Savings,  $5,000. 


"These  savings  are  calculated  before  price  increases  are  subtracted,  and  should  be  thought  of  as 
reductions  from  what  these  items  would  have  cost  for  a  full  year  at  some  point  in  the  future 
without  management  action.  Some  of  these  savings  were  realized  in  our  1995  budget  and 
others  will  begin  to  be  fully  realized  in  fiscal  year  1996. 
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Attachment  2 


Sampling  Of  Complex  Ongoing  and  Recently  Completed  Cases 


Beverly  Enterprises.  These  cases  required  six  weeks  of  trial  with  5200  pages  of  transcript.  Seventy 
five  witnesses  testified  including  numerous  experts.  The  issue  involved  whether  the  employer  failed 
to  provide  safe  methods  of  lifting  nursing  home  residents. 

Dayton  Tire.  This  case  involves  107  willful  violations  with  a  proposed  penalty  of  $7,500,000.  The 
case  involves  the  lockout  tag/out  standard.  The  pretrial  phase  involved  numerous  conferences  and 
motions.  The  case  is  expected  to  require  two  to  three  months  in  trial. 

Arcadian.  This  case  involves  a  urea  reactor  failure  which  resulted  in  a  willful  citation  with 
proposed  penalties  of  $4,650,000,  a  serious  citation  with  proposed  penalties  of  $205,000,  and  a 
repeat  citation  with  proposed  penalties  of  $225,000.  Several  hundred  hours  of  the  judge's  time  were 
expended  on  pretrial  matters.  The  trial  in  progress  is  expected  to  last  eight  weeks. 

E.  Smalis  Painting  Co.  Case  involves  alleged  lead  hazards  in  construction.  There  are  202  willful 
violations  alleged  with  penalties  proposed  of  $5,100,000.  This  is  the  largest  construction  fine  in 
OSHA  history.  Trial  has  commenced  and  is  estimated  to  last  five  to  six  weeks. 

Hercules  Inc.  Total  penalties  of  $6,287,500  involved  in  a  case  which  among  other  things  alleges 
failure  to  abate  explosion  hazards  and  failure  of  respondent  to  maintain  required  records  of  injuries. 
Voluminous  discovery  is  in  progress.  Trial  time  can  be  expected  to  be  one  to  two  months. 

Kaspar  Wire  Works.  Case  involves  a  willful  citation  and  nearly  400  alleged  violations.  These 
included  recordkeeping  violations,  equipment  guarding,  electrical  standards  and  power  press 
inspection  requirements.  Total  penalty  involved  was  $  1 ,236.000.  After  extensive  discovery,  this  trial 
took  12  days.  The  decision  is  pending. 

Southern  Scrap  Metals  Co.  Inc.  This  case  involves  the  allegation  of  72  willful,  repeat  and  serious 
violations  arising  under  the  lead  standard.  The  proposed  penalty  is  $2,026,700.  Discovery  is  in 
progress  with  trial  time  estimated  at  three  to  four  weeks. 

Columbia  Presbyterian  Medical  Center.  The  trial  in  this  case  took  roughly  three  weeks  for  trial, 
and  it  followed  pretrial  discovery  of  over  6  months.  In  pretrial  there  were  numerous  conferences 
with  all  parties  and  the  presiding  judge.  The  issue  was  whether  the  employer  had  failed  to  provide 
appropriate  respirators  for  those  health  service  employees  working  with  tuberculosis  patients.  There 
was  voluminous  expert  medical  testimony  from  both  parties  and  extensive  documentary  evidence 
produced.  The  case  was  one  which  required  technical  medical  evidence  in  the  field  of  epidemiology 
and  infectious  diseases. 
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Stone  Containeer  Corporation.  This  case  involves  alleged  willful  and  serious  violations  of  the 
lock/out-tag/out  standard  with  a  total  proposed  penalty  of  $1,072,000.  Discovery  is  in  progress  with 
an  approximate  trial  time  of  two  to  three  weeks  forecast. 

Insiruform  Mid  America.  Serious  and  willful  citations  alleging  violations  of  several  standards 
involving  underground  construction  and  personal  protective  equipment.  Penalties  of  $1,050,000 
were  proposed.  Discovery  is  in  progress.  Trial  time  is  estimated  at  two  to  three  weeks. 

Manganas  Painting.  Involves  allegations  of  18  willful  and  30  serious  violations  with  proposed 
penalties  of  $  1 .4  million.  There  is  extensive  pretrial  discovery  in  progress.  The  judge  has  scheduled 
6  weeks  for  trial. 

Rhone-Poulenc.  Involves  proposed  penalties  of  nearly  $1.6  million.  The  case  arose  after  a 
chemical  explosion.  Extensive  pretrial  discovery  is  in  progress.  The  trial  is  expected  to  last  three 
weeks. 

Murphy  Enterprises.  Involves  a  willful  citation  alleging  failure  to  conduct  frequent  inspections 
of  a  giant  ferris  wheel  which  collapsed  resulting  in  two  deaths  and  serious  injury.  Penalties  of 
$142,000  are  proposed.  There  have  been  numerous  time-consuming  pretrial  motions  and 
conferences  and  the  trial  took  one  week. 

Montfort  cases.  Four  cases  involving  numerous  violations.  Discovery  has  been  going  on  for  over 
12  months  and  is  extensive  in  nature  requiring  many  weeks  of  the  judge's  time.  Trial  is  expected 
to  take  one  month. 

A.E.  Staley.  This  case  involved  citations  including  212  willful  safety  items  and  50  willful  health 
items.  The  proposed  penalty  was  $1 ,248,000.  There  was  a  two  year  discovery  period  and  the  trial 
took  four  weeks. 

Bush  and  Burchett.  These  cases  involved  four  citations,  with  a  total  of  47  alleged  violations  and 
proposed  penalties  of  $406,800.  They  involved  extensive  discovery  on  both  sides.  The  case  arose 
as  a  result  of  inquiries  caused  by  the  collapse  of  two  cranes  on  a  construction  site.  The  judge  held 
numerous  pretrial  conferences  and  conducted  a  trial  that  took  three  weeks. 
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BIOGRAPHY  OF 

STUART  E.  WEISBERG 

CHAIRMAN 

OCCUPATIONAL  SAFETY  AND  HEALTH  REVIEW  COMMISSION 


STUART  E.  WEISBERG  became  Chairman  of  the  Occupational  Safety  and  Health 
Review  Commission  on  February  23,  1994,  following  his  nomination  by  President  Clinton 
and  confirmation  by  the  Senate.  His  term  appointment  as  a  Commissioner  expires  April  27, 
1999. 

The  Review  Commission  is  an  independent  federal  agency  whose  sole  purpose  is  to 
adjudicate  disputes  between  the  U.S.  Department  of  Labor  (OSHA)  and  employers  charged 
with  federal  safety  and  health  violations. 

Previously,  Mr.  Weisberg,  46,  served  for  nine  years  as  staff  director  and  chief  counsel 
for  the  House  Government  Operations  Subcommittee  on  Employment  and  Housing.  Prior 
to  that,  he  worked  for  eight  years  as  an  attorney  and  later  a  supervisor  in  the  General 
Counsel's  Office  of  the  National  Labor  Relations  Board  in  Washington,  D.C. 

A  native  of  Brooklyn,  N.Y.,  Mr.  Weisberg  graduated  from  Brandeis  University  magna 
cum  laude  with  Honors  in  Politics  (1971)  and  received  his  law  degree  from  the  University 
of  Pennsylvania  Law  School  (1974).  He  is  a  member  of  the  Bar  in  New  York  and  the 
District  of  Columbia,  and  in  1979  was  admitted  to  practice  before  the  U.S.  Supreme  Court. 

Mr.  Weisberg  and  his  wife  Elizabeth  have  two  sons,  Andy  and  Eric.  The  family 
resides  in  Bethesda,  MD. 
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Mr.  Porter.  Mr.  Weisberg,  first  off,  let  me  say  that  we  have 
been  talking  with  each  of  the  agencies  and  departments,  secretar- 
ies, assistant  secretaries,  and  telling  them  that  they  have  to  do  the 
kinds  of  things  that  you  apparently  are  already  doing,  so  we  com- 
mend you  for  that. 

Mr.  Weisberg.  Thank  you,  Mr.  Chairman. 

Mr.  Porter.  And  that  is,  looking  at  everything  you  do,  looking 
at  can  we  do  it  better,  can  we  do  it  more  cheaply,  where  can  we 
save  money,  where  can  we  save  personnel  costs.  Apparently,  that 
is  what  you  are  doing  very  actively  already. 

PERSONNEL 

You  have  75  FTEs? 

Mr.  Weisberg.  At  the  present  time,  that  is  correct. 

Mr.  Porter.  And  16 — 14  or  16 

Mr.  Weisberg.  Fourteen  administrative  law  judges. 

Mr.  Porter.  And  did  you  say  any  of  the  rest  are  settlement 
judges  or  you  just 

Mr.  Weisberg.  No.  Settlement  judges  are  administrative  law 
judges  who  you  use  in  a  case  as  a  settlement  judge. 

Mr.  Porter.  So  you  have  59  other  people,  and  the  7  percent  in- 
crease that  you  are  requesting  for  fiscal  1996  would  all  be  in  per- 
sonnel costs,  correct? 

Mr.  Weisberg.  No.  The  largest  item  would  be  to  fund  the  addi- 
tional two  administrative  law  judges.  The  other  personnel  related 
increase  is  mandated  cost  of  living  and  locality  pay.  It  also  includes 
a  small  amount  for  training,  which  is  an  area  we  have  been  defi- 
cient in  in  recent  years.  For  example,  in  fiscal  1994,  we  spent  a 
total  of  $5  in  training  per  employee.  Finally,  we  would  devote  a 
portion  to  technology. 

INTERACTION  WITH  OSHA 

Mr.  Porter.  Mr.  Weisberg,  considering  that  you  are  the  judicial 
arm,  in  a  sense,  of  OSHA,  what  kind  of  communications  do  you 
have  with  Joe  Dear  over  there? 

Mr.  Weisberg.  Minimal,  Mr.  Chairman,  because  they  are  a  liti- 
gant before  us. 

Mr.  Porter.  Exactly.  I  assumed  that,  but  the  reason  I  asked  that 
is  that  in  his  testimony  this  year  and  last  year  as  well,  our  impres- 
sion is  that  Mr.  Dear  is  attempting  to  reinvent  the  way  OSHA  does 
business  as  well  and  to  not  seek  as  many  fines  as  in  the  past 
where  the  field  would  simply  go  in — and  walk  in  and  start  issuing 
fines,  but  rather  to  work  with  businesses  to  try  to  find  ways  of  co- 
operating to  improve  workplace  safety  and  health.  I  wonder  if  you 
believe  that  that  will  affect  your  caseloads  in  the  future,  and  if  so, 
have  you  made  any  kind  of  projections? 

Mr.  Weisberg.  Yes,  okay,  let  me  try  to  answer  that  one  part  at 
a  time. 

To  amplify  on  the  contacts,  contacts  with  OSHA  have  been  mini- 
mal and  negligible.  However,  as  a  stakeholder,  someone  who  liti- 
gates cases  before  us,  we  have  had  discussions  with  the  people  in 
OSHA,  the  people  in  the  Solicitor's  office  vis-a-vis  our  EZ  trial  sys- 
tem to  get  their  input,  just  as  we  are  having  meetings  with  small 
business  and  with  labor  to  get  their  input  into  our  EZ  trial  system. 
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CASELOAD 


Our  caseload  is  based  entirely  on  OSHA  enforcement  and  we 
have  no  control  over  it.  In  looking  at  the  changes  in  OSHA,  yes, 
it  will  have  two  major  impacts  on  our  caseload.  One,  while  I  think 
the  total  number  of  cases  will  go  down,  we  are  also  seeing  a  sharp 
increase,  a  sharp  rise  in  what  OSHA  terms  significant  cases.  That 
is,  cases  involving  more  than  $100,000  in  penalties.  And  the  num- 
bers speak  for  themselves. 

In  fiscal  year  1994,  OSHA  issued  68  citations  involving  cases 
with  penalties  more  than  $100,000.  In  the  first  four  months  of  this 
fiscal  year,  OSHA  has  issued  51  such  citations.  Similarly,  the  num- 
ber of  willful  citations  that  OSHA  has  issued  in  the  first  four 
months  of  this  year  is  120  percent  more  than  the  number  they  is- 
sued last  year  in  the  same  period. 

So  while  OSHA  is  doing  fewer  inspections  and  there  are  fewer 
citations,  the  number  of  significant  cases — the  number  of  willful 
cases  has  increased,  and  with  that  increase,  those  are  the,  quote, 
"monster  cases"  that  take  up  so  much  time  for  our  judges  and  it 
is  those  particular  cases  that  the  settlement  judge  procedure  would 
be  most  useful  to  implement  if  we  had  the  number  of  judges  to  be 
able  to  successfully  do  it. 

Mr.  Porter.  I  suppose  that  that  makes  good  sense  from  both 
standpoints. 

Mr.  Weisberg.  Yes. 

Mr.  Porter.  From  their  enforcement  standpoint  and  reflected  in 
your  caseload  in  the  way  you  describe  it. 

REGIONAL  OFFICES 

How  many  offices  do  you  operate?  Where  are  they  and  how  many 
staff  serve  at  each  site? 

Mr.  Weisberg.  We  have  our  national  headquarters  in  Washing- 
ton where  we  have  three  of  our  judges.  We  have  regional  offices — 
regional  judges'  offices,  in  Boston,  Atlanta,  Denver  and  Dallas. 

Mr.  Porter.  And  how  many  judges  in  each  of  those. 

Mr.  Weisberg.  In  Boston  we  have  three  judges,  in  Atlanta  we 
have  three  judges,  in  Dallas  we  have  two  judges  and  in  Denver  we 
have  three  judges.  Together  with  our  three  in  Washington  gives  us 
14.  We  have  a  total  of  25  employees  in  those  regional  offices,  in- 
cluding judges,  law  clerks  and  clerical  support  staff. 

Mr.  Porter.  And  the  rest  in  Washington? 

Mr.  Weisberg.  The  rest  are  in  Washington. 

Mr.  Porter.  Are  these  all  in  Federal  buildings? 

Mr.  Gainer.  Mostly  in  leased  space. 

Mr.  Weisberg.  Mostly  leased  space,  but  three  of  the  regional  of- 
fices are  in  federal  buildings. 

Mr.  Porter.  And  I  assume  that  represents  an  efficient  way  of  al- 
locating your  resources.  In  other  words,  does  that  make  sense  from 
the  standpoint  of,  do  you  need  regional  offices  as  opposed  to  having 
all  the  work  done  in  Washington,  especially  if  you  are  doing  the 
larger  cases? 

Mr.  Weisberg.  That  is  something  we  have  looked  into  prelimi- 
narily. It  first  came  up  when  I  came  on  board  in  February  1994 
and  faced  a  fiscal  crisis  and  we  looked  into  the  possibility  of  closing 
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one  of  our  regional  offices.  We  found  that  with  severance  pay,  pay- 
ing accrued  annual  leave  and  unemployment  insurance,  we  couldn't 
afford  to  do  it.  We  didn't  have  the  money. 

We  have  looked  preliminarily,  and  we  would  be  glad  to  study  it 
further  and  next  year  give  you  a  detailed  report  on  the  cost  of  clos- 
ing all  our  offices  but  we  estimate  it  would  cost  us  approximately — 
up  to  $700,000  in  severance  pay,  relocation  costs,  paying  accrued 
annual  leave  and  unemployment.  But  our  biggest  fear  is  that  we 
would  lose  many  of  our  experienced  administrative  law  judges, 
who,  for  family  reasons  or  otherwise,  would  not  want  to  move  to 
Washington.  I  think  to  make  a  move  like  that  in  one  fell  swoop 
would  be  disastrous  for  the  agency.  You  just  cannot  replace  that 
amount  of  experience  easily. 

Mr.  Porter.  No,  but  it  may  be  that  over  the  years  as  the  smaller 
cases  decrease  and  the  larger  cases  increase,  that  it  will  no  longer 
make  a  lot  of  economic  sense  either  for  the  commission  itself  to 
maintain  regional  offices.  I  don't  know,  but  obviously  you  are  also 
looking  into  that  and  tracking  that. 

We  are  going  to  have  a  vote  here.  I  am  going  to  finish  my  ques- 
tions in  the  next  five  or  seven  minutes  and  then  the  committee  is 
going  to  have  to  stand  in  recess  briefly. 

AUTOMATION 

Is  the  Commission  now  fully  automated?  And  if  not,  do  you  have 
a  strategic  plan  for  achieving  full  automation? 

Mr.  Weisberg.  Yes,  I  will  let  our  Executive  Director  deal  with 
all  things  relating  to  technology. 

Mr.  Gainer.  We  have  been  making  some  progress  on  that.  In 
1994,  the  plans  that  the  Commission  had  virtually  came  to  a  stand- 
still because  of  the  budget  problem.  Some  of  the  savings  that  we 
have  been  able  to  come  up  with  have  gone  to  buying  new  computer 
equipment,  but  we  still  have  about  half  of  our  people  with  old 
equipment,  and  we  have  a  mini  computer,  a  fairly  large  machine, 
which  is  based  on  an  old  proprietary  technology.  It  is  very  expen- 
sive to  maintain  and  to  keep. 

So  we  need  to  basically  replace  the  desk  top  computers  and  redo 
the  central  processing  system  that  we  have  with  a  more  modern 
file  server  arrangement. 

So  we  are  making  some  progress,  but  until  we  get  our  network 
completed — network  all  the  people  in  the  Commission,  get  every- 
body using  E-mail  and  everybody  sharing  files — we  really  don't  get 
the  bang  out  of  our  new  technology. 

For  example,  the  Commission  had  a  network  when  Stu  and  I  got 
there,  but  with  10  people  connected  to  it,  it  didn't  do  you  much 
good.  You  still  have  to  send  everything  out  on  paper  as  well.  But 
we  don't  need  a  great  deal  more  money  to  finish  that  process  be- 
cause the  technology  is  relatively  cheap  today.  We  do  need  some 
programming  effort  and  some  training  for  our  people  to  use  the 
technology,  but  we  are  reasonably  close  to  turning  that  old  tech- 
nology over  and  getting  where  we  should  be. 

Mr.  Porter.  Is  that  the  training  we  were  talking  about  this 
year? 

Mr.  Gainer.  There  are  basically  three  kinds  of  training  that  we 
need.  One  is  training  on  let's  say  the  underlying  science  of  occupa- 
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tional  safety  and  health.  The  standards  change  all  the  time  and  we 
need  to  keep  our  judges  and  attorneys  up  to  date  on  that.  Another 
kind  of  training — is  for  new  judges,  evidence  training,  case  man- 
agement and  so  on,  which  is  integral  to  moving  the  cases  along, 
and  finally  the  technology  training.  Much  of  what  we  have  done 
this  year  so  far  is  technology  related  training. 

REFERRAL  OF  CASES  TO  FEDERAL  COURTS 

Mr.  Porter.  Mr.  Weisberg,  does  the  Commission  have  the  au- 
thority to  send  extremely  complex  cases  directly  to  the  Federal 
courts? 

Mr.  Weisberg.  No,  we  do  not  have  that  authority. 

Mr.  Porter.  Should  you? 

Mr.  Weisberg.  No,  I  don't  believe  so,  Mr.  Chairman,  for  a  num- 
ber of  reasons.  First,  you  already  have  an  overburdened  Federal 
district  court  and  they  are  overburdened  because  of  the  onslaught 
primarily  of  new  labor  cases,  the  increase  in  filings  under  Title  VII 
of  the  Civil  Rights  Act,  the  Americans  With  Disabilities  Act,  the 
Age  Discrimination  in  Employment  Act.  It  would  only  add  to  the 
problem. 

Also,  I  would  point  to  the  fact  that  in  1969  when  Congress 
passed  the  Coal  Act,  they  set  up  a  dispute  resolution  mechanism 
there  involving  specifically  trials  in  Federal  courts  and  that  was  a 
dismal  failure.  Congress  recognized  that  in  1977  when  it  passed 
the  Federal  Mine  Safety  Act  and  created  the  Federal  Mine  Safety 
Review  Commission  to  end  the  endemic  delays  involved  in  the  Fed- 
eral district  court  enforcement. 

Also  I  would  point  to  a  General  Accounting  Office  study  in  March 
1992  of  wage-hour  enforcement  which  is  done  in  Federal  court  and 
they  found  the  major  statutory  weakness  was  there  was  no  formal 
administrative  process  that  can  be  used  instead  of  litigation  in  the 
Federal  courts. 

I  think  by  doing  that,  the  big  losers  would  be  the  small  employ- 
ers, the  30  to  40  percent  who  appear  without  counsel  who  would 
have  to  navigate  the  Federal  court  procedures. 

Mr.  Porter.  No,  we  are  talking,  though,  about  the  complex 
cases. 

Mr.  Weisberg.  In  the  complex  cases,  you  don't  have  the  speciali- 
zation. If  you  give  it  to  a  Federal  district  court  judge  who  doesn't 
have  the  technical  training  to  resolve  an  OSHA  issue,  you  lose  the 
specialization  and  I  think  without  the  specialization,  it  will  take 
longer  to  decide  a  case. 

COURT  OF  APPEALS 

Mr.  Porter.  The  Commission  has  an  enforceable  order  that  is  re- 
viewed in  the  Court  of  Appeals? 

Mr.  Weisberg.  Court  of  Appeals,  right. 

Mr.  Porter.  So  you  don't  have  a  trial  de  novo  in  the  district 
court? 

Mr.  Weisberg.  District  courts  are  not  involved  in  the  process 
whatsoever,  and  the  number  of  cases  that  go  to  the  Court  of  Ap- 
peals are  relatively  few.  Most  of  them  are  disposed  of  by  the  Com- 
mission. I  think  last  year,  only  29  cases  of  the  over  3,500  that  came 
to  the  Commission  wound  up  in  the  Court  of  Appeals. 
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Mr.  Porter.  Generally,  what  is  your  record  on  being  overturned 
on  appeal? 

Mr.  Gainer.  I  just  looked  that  up  today.  We  are  affirmed  about 
80  percent  of  the  time. 

Mr.  Porter.  Eighty  percent  of  the  time. 

Mr.  Weisberg.  We  also  looked  at  the  Federal  district  court  here 
in  D.C.  for  a  means  of  comparison,  since  they  have  relatively  the 
same  number  of  cases  per  year.  They  have  105  FTEs  in  the  Federal 
court.  Their  judges  get  $133,000  while  our  judges  average 
$105,000.  Thus  for  a  lot  less  money,  the  taxpayer  is  getting  two 
levels  of  adjudication  at  the  Review  Commission,  a  trial  level  and 
an  appellate  level.  We  also  looked  at  the  delays,  and  less  than  2 
percent  of  the  cases  are  pending  before  our  judges  after  two  years, 
compared  to  more  than  19  percent  in  the  Federal  district  court 
here. 

Mr.  Porter.  Mr.  Weisberg  and  Mr.  Gainer,  let  me  thank  you  for 
your  testimony  today.  You  have  answered  the  questions  very  can- 
didly and  we  appreciate  that.  I  am  going  to  have  to  go  vote  and 
have  the  subcommittee  stand  in  recess. 

Mr.  Bonilla  will  Chair  the  hearing  after  this  because  I  have  to 
go  to  the  House-Senate  conference  on  the  defense  supplemental.  He 
may  have  additional  questions  for  you.  I  don't  know.  In  any  case, 
I  would  like  to  personally  thank  you  for  appearing  today  and  we 
will  take  your  budget  under  advisement. 

Mr.  Weisberg.  Thank  you,  Mr.  Chairman. 

Mr.  Porter.  The  subcommittee  stands  in  recess  briefly. 

[Recess.] 

[The  following  questions  were  submitted  to  be  answer  for  the 
record:] 


1035 


Increased  Caseload 

Mr.  Porter:  Mr.  Weisberg,  do  you  anticipate  an  increase  in  your  caseload  as  a 
result  of  recent  or  pending  OSHA  activities?  What  new  rules  in  particular  do  you 
anticipate  will  increase  your  workload? 

Mr.  Weisberg:  We  do  not  anticipate  an  increase  in  overall  caseload  as  a  result  of 
OSHA's  new  enforcement  and  litigation  strategies,  but  we  do  expect  our  workload  —  the 
average  level  of  effort  required  for  new  cases  ~  to  be  greater.  The  total  number  of  cases 
being  received,  appears  to  be  decreasing  somewhat  as  compared  to  earlier  years. 
However,  even  with  fewer  cases,  our  current  projection  is  that  the  proportion  which  are 
complex  cases  is  increasing  rapidly,  and  that  cases  most  likely  to  go  to  trial  or  result  in 
long  and  costly  trials  will  remain  stable  or  increase  in  number.  We  base  this  conclusion 
on  a  comparison  of  cases  received  in  fiscal  year  1 993  (nearly  all  of  which  have  been 
completed)  with  those  received  to  date  in  fiscal  year  1995.  This  comparison  shows  that 
incoming  cases  likely  to  go  to  trial  or  require  significant  effort  to  settle  are  being  received 
at  a  much  higher  rate  than  in  fiscal  year  1993.  As  regards  particular  standards  there  has 
been  a  general  trend  that  the  more  technical  the  standard  is,  the  more  costly  the  related 
cases  are  to  hear. 

Administrative  Law  Judges 

Mr.  Porter:  Mr.  Weisberg,  you  are  requesting  two  additional  judges  in  1996.  What 
positions  will  be  eliminated  to  accommodate  these  new  FTE? 

Mr.  Weisberg:  To  achieve  an  FTE  staffing  level  of  74  FTE,  including  two  additional 
judges  in  fiscal  year  1996,  the  Commission  will  eliminate  one  administrative  assistant 
position,  one  librarian  position  and  one  other  administrative  position  which  we  will 
determine  as  we  reengineer  our  processes. 

Strategic  Plan 

Mr.  Porter:  Mr.  Weisberg,  your  budget  statement  notes  that  the  decline  in  the 
number  of  judges  coupled  with  increased  workload  and  increasingly  complex 
workload  resulted  in  a  decline  in  the  number  of  hearings  in  1994  and  the  time  to 
complete  fully  adjudicated  cases  rose  to  520  days  on  average.  Your  strategic  plan 
indicates  a  goal  of  one  year  average  processing  time  for  fully  adjudicated  cases. 
Would  you  prepare  for  the  committee  a  detailed  plan  of  how  you  could  achieve  that 
goal  in  1996. 

Mr.  Weisberg:  Yes.  We  have  begun  to  work  on  that  particular  goal  and  we  do  hope  to 
achieve  it  in  fiscal  1996.  We  would  be  happy  to  develop  such  a  plan  as  soon  as  possible, 
and  as  agreed  with  your  staff,  provide  it  to  the  committee  by  letter. 
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Mr.  Porter:  Please  submit  additional  information  regarding  resources  necessary  to 
meet  quantifiable  goals  established  in  the  Strategic  Plan. 

Mr.  Weisberg:  The  only  area  where  we  are  unsure  that  we  have  the  resources  needed  to 
achieve  our  goals,  is  in  the  area  of  reducing  the  cycle  time  for  judicial  cases.  Once  our 
efforts  in  that  area  are  further  developed  we  will  be  in  a  better  position  to  project  future 
resource  needs. 

Case  Complexity 

Mr.  Porter:  Mr.  Weisberg,  the  complexity  of  new  cases  seems  to  present  a 
particularly  difficult  problem  for  the  Commission.  Is  this  a  long-term  trend,  in  your 
opinion,  or  is  this  a  short-term  phenomenon? 

Mr.  Weisberg:  This  trend  toward  complexity  has  been  developing  over  a  period  of  years. 
It  began  in  the  late  1 980s  as  OSHA  began  to  concentrate  its  resources  on  more  serious 
occupational  hazards  and  was  reinforced  by  the  legislative  increase  in  the  maximum 
penalties  allowable  under  the  Occupational  Safety  and  Health  Act.  Consequently,  the 
current  enforcement  and  litigation  emphasis  at  OSHA  can  be  thought  of  as  the  latest 
aspect  of  this  long  term  trend.  What  makes  this  trend  a  particular  problem  right  now  for 
the  Commission  is  that  our  judicial  staff  is  much  smaller  than  earlier  in  the  decade. 

Other  Services  Cost 

Mr.  Porter:  The  largest  portion  of  the  requested  budget  increase  is  in  personnel 
compensation.  The  next  largest  increase  is  for  "other  services."  What  are  these 
other  services,  and  why  is  the  increase  necessary? 

Mr.  Weisberg:  The  funding  requirements  included  in  "Other  Services"  are  for  costs 
associated  with  court  reporting,  equipment  maintenance;  training;  contractual  support 
services  for  completion  of  the  information  management  system;  the  administrative 
support  services  provided  by  the  Department  of  Agriculture;  and  employee  health 
services.  Most  of  the  requested  increase  would  provide  for  (1)  increased  costs  of  court 
reporting  transcripts  to  support  two  additional  judges,  (2)  contractual  programming  costs 
to  assist  in  the  completion  of  our  automation  program,  and  (3)  to  implement  a  limited 
program  of  technical,  managerial,  and  job  proficiency  training,  which  as  I  mentioned  in 
my  statement  has  been  neglected  for  several  years  due  to  budget  constraints. 
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Equipment  Cost 

Mr.  Porter:  The  budget  also  requests  an  increase  of  $85,000  for  equipment. 
Specifically,  what  equipment  will  you  purchase  with  this  funding? 

Mr.  Weisberg:  The  increase  of  $85,000  in  equipment  costs  from  fiscal  year  1995  to  fiscal 
year  1996  is  based  upon  increased  costs  of  $23,000  for  duplicating  and  collating  services 
associated  with  the  new  docutech  technology;  communication  system  costs  of 
approximately  $20,000  required  for  the  relocation  of  the  Atlanta  Regional  Office  to  the 
new  Federal  Center  and  $45,000  in  ADP  equipment  to  continue  the  modernization  of  our 
computer  and  case-tracking  systems. 


ALJ  Dispositions 

Mr.  Porter:  Please  provide  a  historical  table  for  the  years  1980-1995  indicating  the 
average  number  of  cases  closed  per  ALJ. 

Mr.  Weisberg:  The  requested  information  is  as  follows: 


Fiscal  Year 

Average 

Cases 

Fiscal  Year 

Average  Cases 

Closed  per  ALJ 

Closed  per  ALJ 

80 

120 

88 

134 

81 

135 

89 

117 

82 

71 

90 

187 

83 

51 

91 

249 

84 

59 

92 

231 

85 

79 

93 

253 

86 

90 

94 

281 

87  112  95  est.  251 

The  table  shows  a  steady  increase  in  productivity  over  the  years,  but  we  believe  we  have 
now  reached  a  point  of  diminishing  returns  where  our  judges  cannot  provide  the  attention 
to  each  case  which  is  needed  to  move  them  expeditiously. 

Automation 

Mr.  Porter:  Does  the  fiscal  year  1996  budget  include  funding  to  fully  automate 
OSHRC? 

Mr.  Weisberg:  No,  the  budget  request  as  submitted  for  fiscal  year  1996  does  not  include 
a  funding  level  that  will  provide  for  fully  automating  the  Commission. 
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Mr.  Porter:  If  not  how  much  additional  funding  will  be  required  to  fully  automate? 

Mr.  Weisberg:  Approximately  $45,000-$50,000  additional  funding  as  identified  by  the 
Commission's  current  Information  Resource  Management  Plan,  will  be  required  and  we 
intend  to  request  this  additional  funding  for  fiscal  year  1997.  However,  if  funds  become 
available  from  internal  savings,  we  would  attempt  to  complete  this  project  in  fiscal  year 
1996. 


1039 


Case  Backlog 

Mr.  Stokes:  With  respect  to  case  resolution,  what  is  the  amount  of  time  from  case 
receipt  to  final  decision? 

Mr.  Weisberg:  Thus  far  in  Fiscal  Year  1995,  the  cycle  time  for  cases  disposed  of  without 
a  hearing  is  averaging  173  days  and  cases  disposed  of  with  a  hearing  are  averaging  543 
days. 

Mr.  Stokes:  What  improvements  have  been  made  in  reducing  the  time  to  final 
decisions? 

Mr.  Weisberg:  Unfortunately,  as  noted  in  our  statement  disposition  times  for  cases  at  the 
administrative  law  judge  level  have  been  increasing.  For  cases  that  were  disposed  of  by  a 
hearing,  the  disposition  time  increased  from  415  days  in  Fiscal  Year  1993  to  520  days  in 
Fiscal  Year  1 994.  There  are  two  principal  factors  involved  in  this  increase.  First,  three 
judges'  positions  became  vacant  during  1994  that  we  were  unable  to  fill  because  of 
inadequate  funding.  This  resulted  in  the  remaining  judges  carrying  a  larger  number  of 
pending  cases.  Second,  our  cases  are  becoming  more  complex  and  therefore  an 
increasing  number  of  cases  involve  longer  and  more  time-consuming  discovery,  trials  and 
decision  writing. 

Mr.  Stokes:  If  we  examined  five  year  intervals,  how  would  the  current  time  frame 
for  case  resolution  compare  with  that  for  FY  1985  and  FY  1990? 

Mr.  Weisberg:  In  Fiscal  Year  1990,  cases  disposed  of  prior  to  a  hearing  averaged  164 
days  from  docketing  to  disposition  and  cases  disposed  of  by  a  hearing  averaged  392  days. 
Unfortunately,  comparable  data  is  unavailable  for  1985. 

Downsizing 

Mr.  Stokes:  With  respect  to  the  Administration's  re-invention  initiative,  to  what 
extent  has  the  Commission  downsized  and  streamlined  its  operations? 

Mr.  Weisberg:  In  Fiscal  Years  1993  and  1994,  the  Commission  was  authorized  77  FTE. 
The  FTE  level  for  Fiscal  Year  1995  is  75  and  will  decrease  to  74  FTE  for  Fiscal  Year 
1996  as  indicated  in  the  budget  request.  The  Commission  will  make  every  attempt  to 
continue  to  streamline  it  operations  to  allow  a  decrease  to  70  FTE  in  Fiscal  Year  1999. 

With  regard  to  streamlining  efforts  to  date,  the  Commission's  focus  thus  far  has  been 
directed  to  a  modernization  of  administrative  processes  involving  enhancements  in 
internal  communications  systems  (E-Mail);  replacement  of  an  inefficient  and  time- 
consuming  duplicating  and  collating  system  with  new  technology  (elimination  of  old  and 
multi-step  processing  equipment  with  a  single  step  process),  and  restructuring  the 
Commission's  information  services  function  through  the  consolidation  of  information 
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management,  library  services,  and  public  information  programs.  Within  the  next  year  we 
will  continue  to  automate  functions  and  we  will  analyze  all  major  processes  to  reengineer 
and  streamline  those  processes. 

Furlough 

Mr.  Stokes:  According  to  your  opening  statement,  the  Commission  was  able  to 
finish  out  the  fiscal  year  without  having  to  furlough  staff.  To  what  extent  are 
furloughs  expected  this  year,  explain? 

Mr.  Weisberg:  The  Commission  should  not  need  to  furlough  any  staff  during  FY  1995. 

Federal  Role 

Mr.  Stokes:  In  light  of  the  budget  cutting  environment,  why  must  the  federal  role  in 
the  Occupational  Safety  and  Health  Review  Commission  continue? 

Mr.  Weisberg:  The  need  for  an  independent  federal  tribunal  such  as  the  Commission  is 
essential  to  the  successful  implementation  of  the  Occupational  Safety  and  Health  Act.  In 
fact,  it  was  the  provision  that  established  the  Commission  as  an  agency  independent  from 
the  Labor  Department  (the  "Javits  compromise")  that  ended  the  stalemate  in  Congress 
and  lead  to  the  Act's  passage.  The  agency's  sole  function  as  neutral  arbiter  is  to  provide 
just  and  expeditious  resolution  of  disputes  between  the  Occupational  Safety  and  Health 
Administration  of  the  Labor  Department  and  employers  cited  for  federal  safety  and  health 
violations. 

With  regard  to  the  question  of  whether  the  states  might  assume  this  responsibility,  under 
Section  18  of  the  OSH  Act  individual  states  may  devise  their  own  occupational  safety 
and  health  plans  under  the  authority  of  state  law  and  using  state  administrative  and 
judicial  procedures.  State  plans  must  be  approved  by  OSHA  and  must  provide  for  the 
development  of  state  standards  at  least  as  effective  as  the  federal  standards.  However,  the 
manner  of  adjudicating  enforcement  disputes,  the  analog  to  the  Commission's  role,  varies 
considerably  from  state  to  state.  About  half  the  states  have  elected  to  "opt  out"  of  federal 
enforcement  by  developing  a  state  plan.  Such  states  get  some  federal  aid,  but  must  bear 
the  brunt  of  the  cost  themselves.  This  means  that  devolution  to  the  states,  or  more  likely 
a  partnership  where  states  must  still  meet  performance  goals,  would  also  result  in  higher 
costs  to  the  states.  For  this  and  other  reasons,  although  the  state  plan  option  still  exists, 
no  state  has  taken  advantage  of  it  since  the  late  1970's. 

While  there  has  been  some  dissatisfaction  with  OSH  enforcement  from  the  business 
community,  this  may  be  more  a  function  of  how  its  mission  has  been  carried  out  than  of 
its  federal  nature.  Most  employers  that  do  business  across  state  lines  favor  the  uniformity 
of  federal  standards  and  enforcement  mechanisms  to  avoid  the  babble  that  would  result 
from  50  different  safety  and  health  systems.  In  fact,  one  of  the  major  factors  that 
compelled  passage  of  the  OSH  Act  in  1970  was  the  vast  disparity  among  the  states  in  job 
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safety  and  health  law.  These  varying  systems  were  considered  burdensome,  whereas 
uniform  standards  were  viewed  as  leveling  the  playing  field  for  all  businesses  in  a  given 
industry,  regardless  of  the  state  in  which  they  operated  or  the  safety  practices  of  their 
competitors.  The  Commission  itself  contributes  to  this  level  playing  field  by  providing 
employers  with  the  option  of  review  of  OSHA  enforcement  actions,  thereby  enhancing 
uniformity  across  the  system  while  developing  a  consistent  body  of  case  law.  State 
tribunals  dealing  with  job  safety  law  frequently  refer  to  the  body  of  law  that  the 
Commission  continues  to  develop  as  a  point  of  reference. 

Finally,  it  is  the  specialization  and  expertise  of  our  judges  and  Commissioners  which 
allows  the  agency  to  carry  out  its  function  efficiently  and  which  makes  its  precedent- 
setting  functions  invaluable  to  those  states  with  their  own  programs.  This  is  particularly 
important  in  states  where  the  tribunals  are  not  specialized  but  handle  a  wide  variety  of 
cases  in  every  aspect  of  administrative  law. 

Strategic  Plan 

Mr.  Stokes:  With  respect  to  the  strategic  plan,  what  major  components  have  you 
begun  to  implement? 

Mr.  Weisberg:  As  indicated  earlier,  the  Commission  has  already  taken  action  to  improve 
service  to  the  public.  Our  new  Guide  to  Procedures  has  been  completed,  we  have 
published  proposed  rules  for  our  E-Z  Trial  experiment,  and  we  have  taken  several  actions 
which  should  speed  case  handling.  We  have  also  taken  action  to  enhance  our 
communication  abilities  internally  through  the  expansion  of  E  Mail.  The  readability, 
quality,  appearance  and  content  of  external  documents  has  been  significantly  improved 
through  a  much  more  efficient  document  processing  system.  Additionally,  changes  are 
presently  underway  in  the  information  management  program  area  that  when  completed 
will  result  in  a  case  management  information  system  that  not  only  provides  up-to-date 
information  on  all  pending  cases  but  also  will  automate  many  time-consuming  case 
handling  processes. 

Mr.  Stokes:  When  might  we  expect  to  experience  the  cost  benefit  of  this  initiative? 

Mr.  Weisberg:  As  summarized  in  our  statement,  some  significant  cost  savings  will  be 
realized  in  Fiscal  Year  1995  from  our  analyses  of  needed  publications,  the  document 
reproduction  changes  and  decreased  mail  and  communication  costs.  Other  significant 
savings  are  expected  to  begin  to  materialize  in  Fiscal  Year  1996,  and  we  would  expect 
some  additional  savings  in  fiscal  year  1 997  resulting  from  more  fundamental  process 
changes. 
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Occupational  Safety  and  Health  Review  Commission 


Background 


The  Commission  is  a  completely  independent  adjudicative  agency  created  as  part  of  the  Occupational 
Safety  and  Health  Act  of  1970.  The  agency's  sole  function  as  neutral  arbiter  is  to  provide  just  and 
expeditious  resolution  of  disputes  between  the  Occupational  Safety  and  Health  Administration  of  the 
Labor  Department  and  employers  cited  for  federal  safety  and  health  violations. 

It  has  three  commissioners,  appointed  by  the  president  and  subject  to  Senate  confirmation,  who  serve 
6-year  terms.  Employers  contesting  citations  are  entitled  to  a  hearing  before  the  Commission's 
administrative  law  judges.  These  judges  dispose  of  3500-4000  cases  each  year  and  parties  may  request 
review  of  any  judge's  decision  by  the  three-member  Commission. 

The  Commission  has  75  employees  in  5  cities,  including  14  judges  and  a  predominantly  legally  trained 
staff.  It  covers  33  states  and  territories  including  most  of  the  large  industrial  states,  with  the  remaining 
jurisdictions  exercising  their  option  under  the  Act  to  administer  their  own  safety  and  health  programs. 
OSHRC's  mission  has  not  changed  since  its  creation,  and  although  its  jurisdiction  and  workload  are 
virtually  the  same  as  they  were  in  1981  (no  state  has  created  its  own  program  since  the  late  1970's), 
its  staffing  has  been  drastically  reduced  from  151  staff  years  with  48  judges  in  1981  to  its  current  size 
of  75  staff  years  with  14  judges. 

To  put  this  in  perspective,  from  1 98 1  to  1 993  when  the  Commission  reached  its  current  size,  Executive 
Branch  staffing  grew  by  approximately  two  percent.  Meanwhile,  the  Commission's  staffing  was  cut 
during  this  period  by  more  than  50  percent.  The  agency  has  absorbed  these  large  and  steady  reductions 
by  continually  restructuring,  closing  field  offices,  pioneering  the  concept  of  "settlement  judges," 
automating  routine  functions  and  making  other  improvements  in  efficiency.  Nonetheless,  by  1994 
this  constant  downsizing  had  taken  its  toll  and  the  Commission's  financial  inability  to  replace  judges 
who  retired  caused  a  precipitous  drop  in  case  timeliness. 

The  principal  (national)  office  of  the  Review  Commission  is  located  in  Washington,  D.C.  There  are 
also  four  regional  offices  where  some  of  the  Review  Commission's  Administrative  Law  Judges  and 
staff  are  assigned  -  Atlanta,  Boston,  Dallas  and  Denver. 

Principal  Officials 

Chairman  Stuart  E.  Weisberg 

Executive  Director  William  J.  Gainer 

General  Counsel  Earl  R.  Ohman,  Jr. 

Chief  Administrative  Law  Judge  Irving  Sommer 

Executive  Secretary  Ray  H.  Darling,  Jr. 

Director,  Office  of  Administration  Larry  A.  Hoss 
and  Management 
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Occupational  Safety  and  Health  Review  Commission 

Budget  Summary  Statement 

Agency  Mission 

The  Commission  is  an  independent,  adjudicatory  agency  created  by  the  Occupational  Safety  and 
Health  Act  of  1970  (the  Act).  Its  sole  statutory  mandate  is  to  serve  as  a  court  providing  just  and 
expeditious  resolution  of  disputes  between  the  Occupational  Safety  and  Health  Administration 
(OSHA)  and  employers  charged  with  violations  of  federal  safety  and  health  standards.  The 
Commission  was  designed  by  Congress  as  an  agency  completely  independent  of  the  Department  of 
Labor  to  provide  a  check  on  OSHA's  enforcement  powers  and  to  assure  that  employees  could  appeal 
and  receive  relief  from  any  arbitrariness  in  the  exercise  of  that  power.  In  fact  it  was  the  provision  that 
established  the  Commission  (the  "Javits  Compromise")  that  ended  the  stalemate  in  Congress  and  lead 
to  the  Act's  passage.  Although  independent,  our  workload  is  strongly  influenced  by  the  nature  of 
OSHA's  enforcement  activity.  Thus,  the  current  emphasis  of  OSHA  on  more  serious  workplace 
hazards  and  the  consequent  increase  in  fines  will  almost  assuredly  translate  into  a  greater  workload 
for  the  Review  Commission  in  terms  of  more  complicated  cases,  longer  trials  and,  from  the  employer 
perspective,  harder  fought  cases  with  higher  economic  stakes.  On  the  other  hand,  resolution  for 
employers,  and  the  abatement  of  alleged  occupational  hazards  do  not  occur  until  the  Commission 
issues  its  final  decisions  and  orders.  For  this  reason  the  number  of  agency  judges  and  our  ability  to 
provide  speedy  adjudication  is  of  the  utmost  importance  in  both  providing  prompt  justice  and  assuring 
worker  safety. 

Fiscal  Year  1996  Budget  Request 

This  budget,  for  fiscal  year  1996,  is  critical  to  restoring  the  effectiveness  of  the  Review  Commission. 
The  request  contained  in  the  President's  budget,  $8,127,000,  would  support  74  employees  and  would 
include  16  judges,  a  net  increase  of  2  judges  above  the  number  we  could  afford  in  fiscal  year  1995. 
Sixteen  judges,  however,  would  be  fewer  than  the  19  authorized  in  1991  when  the  agency's  workload 
was  below  the  level  anticipated  for  fiscal  years  1 995  and  1 996.  To  sta  within  our  personnel  ceiling 
we  plan  to  reduce  other  positions. 

The  requested  increase  in  the  number  of  judges  accounts  for  much  of  our  needed  funding  increase, 
even  after  subtracting  the  salaries  of  other  positions  which  will  be  eliminated.  Additional  judges  are 
essential  if  the  Commission  is  to  restore  its  effectiveness,  which  as  we  will  show  later,  declined 
significantly  in  fiscal  year  1994  due  to  attrition  among  our  Administrative  Law  Judges  combined  with 
inadequate  funding  to  hire  and  train  replacement  judges.  This  situation  is  in  marked  contrast  to  the 
improvement  in  the  rate  of  case  resolution  we  reported  for  fiscal  year  1993,  before  we  lost  three 
judges.  This  funding  level  would  also  allow  us  to  make  modest  investments  in  our  people  and  our 
technology,  without  which  our  planned  streamlining,  service  improvement,  and  performance 
measurement  efforts  cannot  proceed. 


1046 


Summary  Statement  (continued) 
Commission  Strategy 

Modest  investment  is  critical  to  our  ability  to  implement  the  Commission's  strategic  plan  (see 
Attachment  I)  which  includes  the  following  critical  goals. 

•  Improve  Public  Service  —  namely  the  quality  and  timeliness  of  administrative  law  judge  and 
Commission  decisions.  For  example,  we  are  studying  ways  to  expedite  conventional  case 
processing,  while  developing  an  E-Z  trial  alternative  to  provide  faster  processing  of  our  less  complex 
cases  and  reducing  the  paperwork  and  cost  of  litigation  to  employers. 

•  Modernize  Information  Management.  We  are  modernizing  computer  hardware  and  software  and  are 
developing  a  new  case  management  /case  tracking  system  which  will  automate  routine  processing 
functions  and  allow  cases  to  move  electronically  from  docketing  clerks  to  other  Commission  offices 
and  ultimately  into  our  permanent  case  records.  This  will  allow  us  to  move  cases  more  quickly, 
improve  our  performance  measurement  systems,  facilitate  the  reengineering  of  our  major  functions, 
and  reduce  our  costs. 

•  Human  Resource  Management  —  We  are  revising  our  performance  management  and  reward  systems 
to  emphasize  staff  development,  continuous  improvement,  cost  savings  and  customer  service. 

Financial  Perspective 

To  put  our  fiscal  year  1996  request  in  perspective,  it  is  necessary  to  describe  our  plans  for  the  coming 
year  and  recount  some  recent  history.  In  fiscal  year  1995,  the  Commission  continues  to  face  a  difficult 
financial  situation.  The  root  cause  of  this  continuing  financial  squeeze  was  a  major  increase  in  rental 
costs  in  Fiscal  Year  1 994  caused  by  a  forced  office  relocation.  Our  rental  costs  increased  by  nearly 
$350,000  and  this  was  never  reflected  in  our  budget  with  the  consequence  that  we  are  experiencing 
a  deterioration  in  effectiveness,  resulting  from  the  necessity  to  reallocate  funds  for  this  purpose.  This 
is  a  major  concern  to  us  and  one  which  no  realistic  cost-cutting  effort  can  be  expected  to  alleviate, 
however  vigorously  pursued.  Thus,  despite  careful  cost-control  we  were  able  to  add  only  one  judge 
in  January  1995.  This  will  mean  a  continued  degradation  of  our  ability  to  promptly  assign,  adjudicate 
and  decide  cases. 

We  finished  fiscal  year  1 994  in  the  black,  but  to  do  so  required  us  to  essentially  freeze  hiring,  even 
after  losing  three  administrative  law  judges  early  in  the  fiscal  year,  none  of  whom  were  replaced.  We 
also  delayed  bringing  on  our  new  executive  director,  who  is  spearheading  our  planning  and  cost 
savings  efforts,  and  were  forced  to  eliminate  all  training,  cut  back  severely  on  travel  to  professional 
conferences,  suspend  supervisory  visits  to  our  regions,  and  virtually  eliminate  performance  awards. 
Even  these  measures  would  have  been  ineffective  if  the  Chairman's  position,  and  those  of  two 
appointive  positions,  had  not  been  vacant  for  most  of  the  first  two  quarters.  We  also  delayed 
replacement  of  antiquated  computer  and  reproduction  equipment,  and  it  was  only  late  in  the  third 
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Summary  Statement  (continued) 

quarter,  after  delaying  some  long  and  costly  hearings  and  suspending  all  but  emergency  spending  for 
six  weeks,  that  we  were  able  to  conclude  that  a  staff  furlough  would  be  unnecessary. 

Mission  Impact  of  Cutbacks 

Together,  these  cutbacks  had  a  variety  of  negative  impacts.  First  of  all  dispositions  for  fully 
adjudicated  cases  (those  that  go  to  trial)  were  off  for  fiscal  year  1994,  while  the  length  of  time  required 
to  handle  such  cases  skyrocketed. 

For  example,  despite  efforts  to  improve  productivity  to  compensate  for  a  reduced  number  of  judges, 
we  held  only  154  hearings  in  fiscal  year  1994  as  compared  to  190  in  fiscal  year  1993  and  well  over 
200  in  previous  years.  For  disposition  of  cases  prior  to  trial,  the  judges  disposed  of  200  fewer  cases 
in  fiscal  year  1994,  a  decrease  of  almost  six  percent.  Meanwhile,  for  fully  adjudicated  cases  the 
average  time  from  receipt  until  our  judges  reach  their  decisions  ballooned  from  415  days  in  fiscal  year 
1993  to  520  days  in  fiscal  year  1994.  All  in  all,  75  percent  of  our  cases  going  to  trial  are  now  taking 
more  than  one  year  to  reach  disposition,  as  compared  to  57  percent  in  fiscal  year  1 993  and  6 1  percent 
in  fiscal  year  1994. 

Thus,  we  believe  the  adjudicatory  process  is  taking  entirely  too  long  and  that  not  more  than  a  year 
should  elapse  from  the  time  of  receipt  of  most  cases  until  their  disposition  by  a  judge.  Much  of  the 
increase  in  trial  cycle  time  occurs  after  a  trial  is  held.  In  fiscal  year  1993,  a  decision  was  written  and 
issued  by  a  judge  within  189  days  on  average  after  the  hearing  was  conducted.  In  fiscal  year  1994, 
this  time  increased  to  250  days  and  thus  far  in  1995  it  is  averaging  287  days.  The  reason  for  this  delay 
is  clear  ~  at  the  end  of  fiscal  year  1994  our  judges  had  an  average  workload  of  82  cases,  as  compared 
to  70  cases  a  year  earlier. 

We  have  set  the  reduction  of  disposition  time  for  cases  that  go  to  trial  to  an  average  of  one  year  as  a 
major  objective  in  our  strategic  plan,  and  our  chief  judge  and  our  executive  director  have  formed  a 
cross-functional  team  to  work  on  this  problem. 

Case  Complexity 

To  aggravate  our  case  management  situation,  our  cases  continue  to  grow  each  year  in  complexity  due 
to  the  issuance  of  the  newer  more  technical  standards,  the  much  higher  assessed  penalties  and  the 
consequent  heightening  of  resolve  on  the  part  of  employers  to  resist  payment  and  decisions  that  could 
create  other  liability.  The  Labor  Department's  recent  concentration  on  willful  and  repeat  violations 
with  higher  penalties  will  continue  to  accelerate  this  trend.  This  means  our  judges  must  spend  more 
time  handling  pre-trial  motions,  more  time  in  the  courtroom,  and  more  time  researching  and  writing 
decisions. 

Some  statistics  that  help  illustrate  the  trend  toward  more  complex  cases  are  that  (1)  the  proportion  of 
our  cases  with  serious  citations  grew  from  69  percent  in  1991  to  75  percent  in  1993  to  78  percent  in 
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Summary  Statement  (continued) 

fiscal  year  1 994,  while  the  proportion  of  new  cases  with  willful  violations  has  grown  from  about  7 
percent  of  new  cases  in  fiscal  1993  to  more  than  1 1  percent  in  recent  months,  (2)  the  number  of  items 
(safety  violations)  per  citation  increased  from  7.9  in  1991  to  9. 1  last  year  and  9.8  in  fiscal  year  1994 
and  (3)  the  number  of  large  fines  has  increased  from  a  total  of  78  such  cases  in  fiscal  year  1 993  to  an 
annualized  rate  of  220  such  cases  thus  far  in  fiscal  year  1995. 

This  increased  complexity  is  also  reflected  in  the  number  of  hearings  going  beyond  a  single  day 
which  is  illustrated  by  a  one  year  increase  of  37%  in  the  length  of  trial  transcripts  from  226  pages 
per  hearing  in  1993  to  309  pages  in  1994.  OSHA  is  projecting  a  further  increase  in  penalties  and 
contest  rates  in  fiscal  years  1995  and  1996. 

Thus,  a  shortage  of  judges  and  increased  case  complexity  ~  are  severely  impacting  our  effectiveness 
in  fiscal  year  1995  and  will  continue  to  do  so  in  fiscal  year  1996,  unless  our  funding  is  appropriately 
increased. 

Other  Negative  Impacts 

In  addition  to  limiting  judicial  hiring,  our  ability  to  adequately  accomplish  our  mission  has  been 
affected  by  other  austerity  induced  cutbacks.  For  example: 

•  Trial,  evidence,  and  case  management  training  --  the  minimum  training  needed  ~  have  not  been 
provided  to  three  judges  hired  in  fiscal  year  1993,  and  one  hired  in  December.  Meanwhile 
productivity  enhancing  hardware  and  software  is  unavailable  to  most  of  our  judges. 

•  Training  on  new  technical  standards,  and  on  the  underlying  technology  relevant  to  these  standards, 
has  not  been  provided  to  our  judges,  our  commissioners  or  the  attorneys  that  support  them.  Some 
progress  was  made  on  training  relevant  to  older  standards  at  the  end  of  1994,  but  the  training 
deficit  is  still  quite  troubling. 

•  Computer  hardware,  that  for  the  most  part  is  nearly  eight  years  old,  and  cannot  efficiently  run 
current  versions  of  the  most  common  and  useful  software  is  still  being  used  by  half  our  staff,  while 
our  maintenance  bills  for  this  older  hardware  are  wasteful. 

•  Implementation  of  our  computer  network  which  holds  promise  of  significant  cost  savings  through 
the  use  of  E-mail  and  the  reengineering  of  our  most  time-consuming  mission-related  work 
processes  has  been  delayed;  although  we  recently  added  additional  persons  to  this  network  the 
majority  of  employees  still  lack  ready  access. 
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Summary  Statement  (continued) 
Specific  Funding  Requirements 

Thus  to  operate  efficiently  in  1996  and  beyond  while  continuing  to  reduce  our  approved  staffing 
level,  we  need  to 

•  increase  the  number  of  judges  to  16  from  the  current  level  of  14  at  a  cost  of  approximately 
$350,000;  this  includes  salaries,  benefits,  transcript  and  travel  costs. 

•  complete  our  computer  network,  replace  the  remaining  antiquated  computers,  and  incorporate  CD- 
ROM  technology  for  use  in  legal  research  at  a  capital  cost  of  $85,000, 

•  implement  a  modest  incentive  awards  program  at  an  annual  cost  of  $25,000,  which  would  be  less 
than  half  a  percent  of  salaries,  and  far  below  what  most  agencies  spend;  most  of  this  would  be 
targeted  to  employees  that  help  us  realize  cost  savings  and  improved  service  to  the  public, 

•  reinstitute  a  limited  program  of  technical,  managerial,  and  job  proficiency  training  which  was 
almost  totally  eliminated  for  several  years.  This  would  enhance  performance  and  cross-  train 
personnel  at  a  cost  of  $30,000,  or  less  than  one-half  percent  of  payroll,  which  is  far  less  than  well 
run  private  firms  spend, 

•  continue  reengineering  efforts  we  have  begun  in  fiscal  year  1995,  which  will  require  some  contract 
computer  systems  programming  at  a  cost  of  $25,000. 

Conclusion 

Without  the  requested  budget  increase  a  variety  of  negative  consequences  will  occur.  For  example: 

•  production  and  timeliness  of  case  processing  will  continue  to  degenerate, 

•  efforts  to  redesign  and  reengineer  our  processes  will  proceed  more  slowly, 

•  judicial  training,  cross-training  of  administrative  staff,  executive  development  to  fill  key  expected 
retirements,  and  needed  computer  training  will  be  unavailable,  which  will  continue  to  reduce  staff 
effectiveness  and  delay  our  efforts  to  eliminate  positions, 

•  regional  office  connectivity  to  our  network  will  be  delayed,  further  limiting  the  modernization  of 
their  work  processes. 

The  Commission  is  making  every  effort  to  automate  and  streamline  operations,  reduce  costs  and 
reengineer  major  processes,  but  both  our  current  mission  effectiveness  and  any  dividends  in  the 
future  depend  upon  adequate  investment  today.  Without  the  requested  increase  we  can  neither 
function  effectively  today,  nor  can  we  improve  in  the  future. 
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Occupational  Safety  and  Health  Review  Commission 

Salaries  and  Expenses 

For  the  expenses  necessary  for  the  Occupational  Safety  and  Health  Review  Commission  (29 
U.S.C.  661),  [$7,595,000]  $8,127,000.  (Departments  of  Labor,  Health  and  Human  Services,  and 
Education,  and  Related  Agencies  Appropriations  Act,  1995.) 
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Occupational  Safety  and  Health  Review  Commission 

Salaries  and  Expenses 

Amounts  Available  for  Obligation 

FTE  FTE  FTE 

1 994  Employment       1995  Employment       1996    Employment 

Appropriation  74        $7,362,000       75         $7,595,000      74         $8,127,000 
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Occupational  Safety  and  Health  Review  Commission 
Table  1.  Budget  Authority  and  Staffing  By  Activity 


1994 
Base 
Amount 

1995 
Base 
Amount 

1996 

Request 

Amount 

Increase 
or  Decrease 
Amount 

Commission 
Review 

$2,260,000 
(FTE  25) 

$2,334,000 
(FTE  25) 

$2,498,000 
(FTE  24) 

$+164,000 
(FTE-1) 

Administrative 
Law  Judge 
Determinations 

$3,613,000 
(FTE  31) 

$3,734,000 
(FTE  32) 

$3,995,000 
(FTE  33) 

+261,000 
(FTE+1) 

Administration 

Unobligated 
Balance 

$1,477,000 
(FTE  18) 

$      12,000 

$1,527,000 
(FTE  18) 

$1,634,000 
(FTE  17) 

+107,000 
(FTE-1) 

Total  Budget 
Authority 

$7,362,000 
(FTE  74) 

$7,595,000 
(FTE  75) 

$8,127,000 
FTE  74) 

$+532,000 
(FTE-1) 
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Occupational  Safety  and  Health  Review  Commission 
Table  2.  Summary  of  Changes 

Fiscal  Year  1995  Estimated  Obligations  $7,595,000 

Fiscal  Year  1 996  Estimated  Obligations  $8, 1 27,000 

Net  Change  $+532,000 


Table  3.  Object  Class  Increases  (Fiscal  Year  1995  to  Fiscal  Year  1996) 


Program 

Change  From 

Base 

Base 

(1995) 

(1996) 

Personnel  Compensation 

5,034,000 

+264,000 

Personnel  Benefits 

811,000 

+  27,000 

Travel  &  Transportation  of  People 

108,000 

+  16,000 

Office  Space  Rental  Payments 

1,131,000 

+  25,000 

Other  Rent,  Communications 

75,000 

+     9,000 

Printing  and  Revision  of  Commission  Rules 

9,000 

+  21,000 

Other  Services 

287,000 

+  85,000 

Equipment 

45,000 

+  85,000 

Total  Increases 


-532,000 
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Occupational  Safety  and  Health  Review  Commission 
Table  4.  Budget  Authority  by  Object  Class 


1994 

1995 

1996 

Increase  or 

Actual 

Estimate 

Request 

Decrease 

Full  Time  Equivalent 

Employment 

74 

75 

74 

-1 

Personnel  Compensation 

4,857,000 

5,034,000 

5,298,000 

+264,000 

Personnel  Benefits 

739,000 

811,000 

838,000 

+  27,000 

Travel  &  Trans,  of  Persons 

65,000 

108,000 

124,000 

+  16,000 

Transportation  Costs 

8,000 

11,000 

11,000 

... 

Rent,  Comm.  &  Utilities: 

1,140,000 

1,131,000 

1,156,000 

+  25,000 

Standard  Level  Charges 

Other  Rent,  Communications 

and  Utilities 

65,000 

75,000 

84,000 

+    9,000 

Printing  and  Reprod. 

10,000 

9,000 

30,000 

+  21,000 

Other  Service  Costs 

245,000 

287,000 

372,000 

+  85,000 

Supplies  and  Materials 

128,000 

84,000 

84,000 

— 

Equipment 

93,000 

45,000 

130,000 

+  85,000 

Unobligated  Bal.  Lapsing 

12,000 

Total  Budget  Authority 

By  Object  Class 

7,362,000 

7,595,000 

8,127,000 

+532,000 
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Occupation?'  Safety  and  Health  Review  Commission 
Table  5.  Detail  of  Full-Time  Positions  by  Activity 


1994 

1995 

1996 

Commission  Review 

Actual 

Estimate 

Request 

Executive  Level  III 

1 

1 

1 

Executive  Level  IV 

2 

2 

2 

ES-6 

1 

1 

1 

ES-3 

1 

1 

1 

GM-15 

1 

1 

1 

GS-15 

3 

3 

3 

GS-14 

9 

10 

10 

GS-11 

1 

1 

1 

GS-10 

2 

2 

2 

GS-9 

2 

1 

0 

GS-7 

2 

2 

1 

Subtotal 

25 

25 

24 

Average  ES  Level 

4.5 

ES  Salary 

$114,709 

GS/GM  Grade 

12.8 

GS/GM  Salary 

$66,050 

Administrative  Law  Judge  Disposition 

AL-II 

1 

1 

1 

AL-III 

12 

13 

15 

GS/GM- 14 

4 

4 

4 

GS-13 

1 

1 

1 

GS-12 

1 

0 

0 

GS-11 

6 

6 

6 

GS-8 

3 

3 

3 

GS-7 

2.5 

4 

3 

GS-6 

_-5 

St 

-Q 

Subtotal 

31 

32 

33 

Average  AL  Level 

2.87 

AL  Salary 

$105,233 

GS/GM  Grade 

11.17 

GS/GM  Salary 

$44,547 
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Occupational  Safety  and  Health  Review  Commission 
Table  5.  Detail  of  Fnfll-Time  Positions  by  Activity  (continued) 


1994 

1995 

1996 

Actual 

Estimate 

Request 

Administration 

ES-6 

1 

1 

1 

GM-15 

2 

2 

2 

GS-14 

1 

0 

1 

GS/GM-13 

3 

3 

3 

GS-12 

1 

1 

1 

GS-11 

2 

2 

3 

GS-10 

2 

2 

0 

GS-9 

1 

1 

1 

GS-8 

3 

3 

3 

GS-7 

1 

1 

1 

XP-8 

1 

1 

J. 

Subtotal 

18 

18 

17 

Average  ES  Level 

6 

ES  Salary 

$122,040 

GS/GM  Grade 

10.3 

GS/GM  Salary 

$48,416 

Total  full-time  permament 
positions,  end  of  year 

Full-time  equivalent  (FTE) 
usage 


74 


74 
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Occupational  Safety  and  Health  Review  Commission 
Authorizing  Legislation 

1996 


Appropriation 

Legislation  Authorized  Requested 

Occupational  Safety  and  Health  Act: 

Section  12  of  the  Act  of 

December  29,  1970  (P.L.  91-596)  Indefinite  $8,127,000 
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Occupational  Safety  and  Health  Review  Commission 
Table  6.  Estimates  and  Appropriations 


Budget 

Estimate 

House 

Senate 

Year 

to  Congress 

Allowance 

Allowance 

Appropriation 

1971 

$    75,000 

$    75,000 

$   75,000 

$     75,000 

1972 

400,000 

400,000 

400,000 

1,592,000 

1973 

5,979,000 

5,979,000 

5,979,000 

3,850,000 

1974 

4,890,000 

4,890,000 

4,890,000 

4,687,000 

1975 

5,720,000 

5,512,000 

5,700,000 

5,512,000 

1976 

5,806,000 

5,769,000 

5,769,000 

5,769,000 

19TQ 

1,464,000 

1,464,000 

1,464,000 

1,464,000 

1977 

6,280,000 

6,607,000 

6,607,000 

6,607,000 

1978 

7,150,000 

7,150,000 

7,150,000 

7,150,000 

1979 

7,658,000 

7,658,000 

7,658,000 

7,658,000 

1980 

7,450,000 

7,450,000 

7,450,000 

7,450,000 

1981 

7,806,000 

7,806,000 

7,806,000 

7,806,000 

1982 

7,787,000 

7,787,000 

7,387,000 

7,092,000 

1983 

6,316,000 

6,316,000 

6,316,000 

6,316,000 

1984 

6,331,000 

5,982,000 

6,339,000 

5,982,000 

1985 

6,143,000 

6,143,000 

6,143,000 

6,143,000 

1986 

5,742,000 

5,901,000 

5,901,000 

♦5,647,000 

1987 

5,750,000 

5,647,000 

5,750,000 

5,750,000 

1988 

6,232,000 

5,885,000 

5,885,000 

5,885,000 

1989 

6,002,000 

5,831,000 

5,831,000 

5,845,000 

1990 

5,970,000 

5,970,000 

5,970,000 

5,970,000 

1991 

6,401,000 

6,401,000 

6,401,000 

**6,40 1,000 

1992 

6,711,000 

6,497,000 

6,497,000 

6,711,000 

1993 

7,241,000 

7,169,000 

7,169,000 

***7, 169,000 

1994 

7,262,000 

7,362,000 

7,362,000 

7,362,000 

1995 

7,655,000 

7,595,000 

7,595,000 

7,595,000 

1996 

8,127,000 

Includes  reductions  pursuant  to  PL  99-177 

Reduced  to  $6,247,000  pursuant  to  Omnibus  Budget  Reconciliation  Act  of  1990 

Reduced  to  $7,1 12,000  pursuant  to  PL  102-394 
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Occupational  Safety  and  Health  Review  Commission 
Agency  Budget  Summary 


1995 
Base 
Amount 

1996 

Request 

Amount 

Increase 
or  Decrease 
Amount 

Personnel 
Compensation 
and  Benefits 

$5,845,000 
(FTE  75) 

$6,136,000 
(FTE  74) 

+291,000 
(FTE-1) 

Other  Expenses 

$1,750,000 

$1,991,000 

+241,000 

Total 

$7,595,000 
(FTE  75) 

$8,127,000 
(FTE  74) 

+532,000 
(FTE-1) 

The  Occupational  Safety  and  Health  Review  Commission  (OSHRC)  was  established  on  April 
28,  1971,  pursuant  to  the  Occupational  Safety  and  Health  Act  of  1970  (PL  91-596).  The  agency 
adjudicates  issues  in  dispute  between  the  U.S.  Department  of  Labor's  Occupational  Safety  and 
Health  Administration  (OSHA)  and  employers  (or  their  employees)  to  whom  OSHA  has  issued 
citations  alleging  a  violation  of  the  Act. 

Hearings  on  the  citations  are  held  as  near  as  possible  to  where  the  alleged  violation  occurred 
by  Review  Commission  Administrative  Law  Judges  who  issue  decisions  as  to  the  issues  in  dispute. 
The  judges'  decisions  can  be  appealed  to  the  full  Commission  within  30  days  from  the  issuance  of 
the  decision.  If  any  one  of  three  Review  Commission  members  directs  review  of  the  judge's  decision 
during  that  30-day  period,  the  Review  Commission  will  examine  the  record  and  render  a  decision 
on  this  case  by  either  affirming,  modifying  or  vacating  the  AJLJ's  decision.  If  no  member  of  the 
Review  Commission  directs  review  during  the  30-day  period,  the  judge's  report  becomes  final.  All 
decisions  issued  by  the  Review  Commission  are  subject  to  direct  appeal  to  the  U.S.  Courts  of 
Appeal. 
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Occupational  Safety  and  Health  Review  Commission 
Commission  Review  Activity 


1995 
Base 
Amount 

1996 
Base 
Amount 

Increase 
or  Decrease 
Amount 

Personnel 
Compensation 
and  Benefits 

$2,023,000 
(FTE  25) 

$2,124,000 
(FTE  24) 

$  101,000 
(FTE-1) 

Other  Expenses 

$    311,000 

$    374,000 

+$  63,000 

Total 

$2,334,000 
(FTE  25) 

$2,498,000 
(FTE  24) 

+$164,000 
(FTE-1) 

Mission 

To  adjudicate  cases  contested  under  the  Occupational  Safety  and  Health  Act  promptly  and  in  a 
manner  that  is  responsive  to  the  needs  of  the  parties  and  consistent  with  the  Act. 

Major  Objective 

To  reduce  the  length  of  time  needed  to  process  and  decide  cases  to  the  lowest  feasible  level,  while 
generally  improving  the  written  quality  of  decisions. 

Background 

The  Review  commission  performs  an  adjudicatory  function  independent  from  the  enforcement  and 
rulemaking  functions  vested  in  the  Department  of  Labor's  Occupational  Safety  and  Health 
Administration.  Disputed  enforcement  proceedings  are  tried  initially  before  the  Review 
Commission's  administrative  law  judges.  Decisions  by  the  Commission's  administrative  law 
judges  may  be  reviewed  by  the  Commission  itself,  a  three-member  appellate  body. 

The  Occupational  Safety  and  Health  Act  of  1970  provides  that  each  of  these  three  Commissioners 
is  appointed  by  the  President  and  confirmed  by  the  Senate  to  serve  a  six-year  term.  The 
Commissioners  sit  as  an  appellate  review  body  with  discretionary  authority  to  review  any  case 
decided  by  the  Commission's  administrative  law  judges.    Each  Commission  member  has  the 
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authority  to  review  any  case  decided  by  any  judge  and  may,  by  a  single  vote,  direct  that  particular 
case  be  heard  by  the  full  Commission.  Absent  such  a  direction,  the  decisions  of  the  judges  become 
final  by  operation  of  law.  Once  directed  for  review,  the  Commission  members  have  authority  to 
review  all  aspects  of  a  case,  including  the  judges'  conclusions  of  law.  findings  of  fact,  penalty 
assessments  and  abatement  schedules.  Two  Commissioners  are  needed  to  form  a  quorum  to  take 
official  action  on  a  case. 

The  current  members  and  the  expiration  dates  of  their  respective  terms  are  as  follows: 

Chairman  Stuart  E.  Weisberg  -  Apnl  27,  1999 

Commissioner  Edwin  G.  Foulke,  Jr.  -  April  27,  1995 

Commissioner  Velma  Montoya  -  April  27,  1997 

Each  Commissioner's  Chief  Counsel  is  responsible  for  providing  assistance  and  advice  on  all 
pending  matters,  including  the  proper  disposition  of  cases  and  motions  and  whether  cases  are 
appropriate  for  full  Commission  review.  They  also  assist  in  researching  and  editing  draft  opinions. 
Their  work  also  complements  and  supplements  the  work  of  the  Office  of  the  General  Counsel.  The 
Office  of  the  General  Counsel  has  primary  responsibility  for  presenting  cases  to  the  Commission 
for  disposition  and  for  preparing  the  drafts  of  the  Commission's  opinions. 

I..  Staffing  and  Case  Production  -  FY  94 

During  FY  94,  the  staffing  allocation  of  the  General  Counsel's  office  consisted  of  16  FTEs.  The 
positions  were  12  attorneys,  1  librarian  and  3  clerical  positions.  The  Chairman's  personal  staff 
consists  of  1  attorney  (Chief  Counsel  and  Special  Advisor)  and  1  Staff  Assistant.  The  other 
Commissioner's  staffs  are  each  composed  of  1  attorney  position  (Chief  Counsel)  and  1  Staff 
Assistant. 

On  February  23,  1994,  Chairman  Stuart  E.  Weisberg  was  sworn  in  as  chairman  of  the  Review 
Commission.  Chairman  Weisberg  fills  the  position  left  vacant  by  the  expiration  of  former 
Commissioner  Wiseman's  term  on  April  27,  1993.  The  Commission  entered  FY  94  with  73 
pending  cases.  Sixty-eight  new  cases  were  received  in  FY  94.  This  represents  a  slight  decline  in 
the  incoming  caseload  from  the  last  two  fiscal  years. 

The  Commission  issued  61  cases  in  fiscal  year  94.  This  decrease  in  dispositions  from  year  is 
attributed  to  the  vacancy  in  the  Commission  membership  for  the  first  five  months  of  the  year.  The 
votes  of  two  Commission  Members  are  required  to  take  official  action  in  a  case.  When  a  vacancy 
exists,  case  production  often  slows  because  the  two  remaining  Members  must  reach  complete 
agreement  to  resolve  the  case. 

Since  the  new  Chairman  came  onboard,  however,  case  production  has  improved  to  a  rate 
approximating  72  cases  per  year.  This  is  partly  attributable  to  the  convening  of  more  frequent 
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Commission  agenda  meetings,  the  establishment  of  consensual  deadlines  for  case  preparation  and 
decision  drafting,  and  the  shortening  of  various  written  products. 

II.  Staffing  and  Case  Production  -  FY  95 

For  FY  95,  staffing  on  the  personal  staffs  of  the  Commissioners  will  remain  unchanged.  The 
staffing  of  the  Office  of  General  Counsel  has  been  reduced  by  one  as  the  Librarian  was  transferred 
to  the  Office  of  Administration. 

The  Commission  estimates  that  about  75  new  cases  will  be  added  to  the  review  docket  in  FY  95. 
This  estimate  is  generally  consistent  with  the  incoming  caseload  of  the  last  four  to  five  years.  The 
number  could  rise  somewhat  as  the  Commission  restaffs  its  presently  depleted  Administrative  Law 
Judge  corps.  On  April  27,  1995,  the  term  of  Commissioner  Edwin  G.  Foulke,  Jr.  will  expire.  Thus, 
the  promptness  with  which  the  vacancy  is  filled  could  affect  case  production.  We  estimate  case 
production  for  FY  95  to  be  between  70  and  75.  The  Commission  began  FY  95  with  80  cases 
pending  on  review  and  could  end  the  year  with  80  -  85  cases  pending  on  review.  Because  of  the 
vagaries  in  estimating  case  production  when  Commission  vacancies  occur,  the  FY  95  case 
production  figures  are  subject  to  uncertainty. 

III.  Staffing  and  Case  Production  -  FY  96 

For  FY  96,  the  Office  of  the  General  Counsel  will  remain  at  15  positions.  The  staffs  of  the 
Commissioners  will  remain  unchanged  with  3  positions  in  each  Commissioner's  office.  Perhaps 
80  new  cases  will  be  added  to  the  Commission  review  docket  in  FY  96.  The  increase  in  the  number 
of  Administrative  Law  Judges  in  FY  95  and  the  turnover  from  more  experienced  to  less  experienced 
judges  could  result  in  more  cases  at  the  review  level. 

As  mentioned  previously,  Commissioner  Foulke's  term  will  have  expired  on  April  27,  1995. 
Assuming  the  Member  is  in  place  well  before  the  beginning  of  FY  96,  approximately  80  cases  are 
estimated  to  be  issued  that  fiscal  year.  It  is  also  possible  that  other  procedural  and  operational 
changes  due  to  our  reengineering  efforts  will  allow  us  to  handle  more  cases  and  reduce  the  case 
processing  time. 

IV.  Conclusion 

The  incoming  caseload  has  been  fairly  constant  for  several  years.  Over  the  same  period,  the  average 
age  of  pending  cases  has  been  reduced  to  less  than  1 0  months.  A  goal  of  the  Commission  has 
always  been  to  decide  and  issue  cases  as  quickly  as  possible.  Our  strategic  plan  calls  for  a 
significant  improvement-namely  to  dispose  of  all  new  cases  in  less  than  one  year.  While  it  is  still 
uncertain  how  fast  this  improvement  can  be  realized,  current  staffing  should  allow  for  further 
improvement  as  long  as  the  upcoming  vacancy  can  be  filled  promptly. 
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Table  7.  Case  Statistics  for  Commission  Review 


FISCAL 

ALJ 

NEW  CASES 

PENDING  AT 

YEAR 

DEC. 

ON  REVIEW 

% 

DISPO. 

END  OF  FY 

1987 

1,813 

34 

1.9 

60 

39 

1988 

2,279 

44 

1.9 

6 

77 

1989 

3,163 

44 

1.4 

51 

70 

1990 

3,362 

63 

1.7 

25 

108 

1991 

3,490 

64 

1.8 

86 

86 

1992 

3,679 

77 

2.1 

78 

85 

1993 

3,802 

79 

2.1 

91 

73 

1994 

3,595 

68 

1.9 

61 

80 

1995  (est.) 

3,475 

75 

2.2 

70 

85 

1996  (est.) 

4,320 

80 

1.9 

80 

85 
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Occupational  Safety  and  Health  Review  Commission 
Administrative  Law  Judge  Activity 


1995 
Base 
Amount 

1996 

Request 

Amount 

Increase 
or  Decrease 
Amount 

Personnel 
Compensation 
and  Benefits 

$2,830,000 
(FTE  32) 

$2,971,000 
(FTE  33) 

$     141,000 
(FTE+1) 

Other  Expenses 

$    904,000 

$1,024,000 

$+  120,000 

Total 

$3,734,000 
(FTE  32) 

$3,995,000 
(FTE  33) 

$+  261,000 
(FTE+1) 

Mission 

To  conduct  formal  hearings  and  related  proceedings  in  a  just  and  expeditious  manner  in  order  to 
meet  the  Agency's  mission  of  fair  and  prompt  adjudication  under  the  Occupational  Safety  and 
Health  Act  of  1970.  To  adequately  perform  this  mission,  we  will  need  to  add  two  judges  in  fiscal 
year  1996  and  will  offset  this  somewhat  by  reducing  one  administrative  position  in  this  program 
area  and  two  in  other  program  areas. 

Major  Objective 

The  Commission  sees  a  future  in  which  it  provides  fair  and  timely  adjudication  to  all  parties  of  its 
decisions  while  preserving  the  quality.  To  accomplish  this  a  Commission  "strategic  plan"  is  now 
coming  into  being  which  will  mandate  increased  efficiency  and  fiscal  responsibility  without 
sacrificing  quality  and  the  rights  of  all  parties.  The  plan  aims  to  improve  and  expedite  our  judges' 
ability  to  try  cases  and  issue  decisions  in  a  timely  manner,  expand  and  simplify  the  trial  process  so 
as  to  be  "user  friendly"  to  all  parties  and  intervenors,  and  ensure  a  "day  in  court"  for  all.  The 
settlement  procedures  will  be  strengthened,  the  discovery  process  expedited,  and  a  stricter  control 
of  the  case  load  will  be  brought  into  being.  The  plan  calls  for  a  restructuring  of  the  trial  process  in 
cases  where  the  parties  appear  pro  se  and  in  those  cases  where  the  violations  and  monetary  penalties 
are  minimal.  These  cases  will  be  tried  under  a  new  system  of  administrative  adjudication  (E-Z  trial) 
which  minimizes  paperwork,  does  away  with  discovery,  and  permits  the  judge  to  hear  and  decide 
based  on  the  oral  presentation  of  the  parties,  with  the  anticipation  that  in  many  of  such  cases  a  bench 
decision  can  be  made.  This  procedure  will  conserve  resources  for  all  and  will  allow  the 
Commission  to  expend  greater  resources  on  the  complex  cases  now  being  docketed  which  allege 
willful  and  egregious  violations  of  the  Act.  These  are  now  rapidly  increasing  on  the  Commission's 
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docket  following  OSHA's  latest  policy  of  conducting  inspections  "that  focus  on  the  most  significant 
hazards  to  workers."  For  example,  our  fiscal  year  1995  cases  show  an  average  penalty  per  citation 
of  just  over  $24,000  compared  to  about  $8,500  in  fiscal  year  1993.  Similarly  we  have  already 
received  more  than  80  cases  with  fines  over  $75,000  which  exceeds  the  total  for  all  of  fiscal  year 
1993. 

Changes  in  judicial  procedures  will  allow  the  Commission  to  do  more  with  less  and  join  other 
governmental  agencies  in  "re-inventing  government."  In  short,  this  will  allow  us  to  meet  our 
current  case  increases  and  the  backlog  that  has  accumulated  so  that  justice  will  be  dispensed  fairly, 
economically  and  speedily. 

Major  Factors  to  be  Considered  in  Future  Performance 

1 .  The  quantity,  complexity  and  nature  of  the  cases. 

2.  The  success  of  the  settlement  process. 

3.  The  number  of  trials  held,  their  length  and  complexity. 

Proceedings  Before  the  Commission's  Administrative  Law  Judges 

To  contest  all  or  part  of  a  citation,  penalty,  abatement  period  or  any  of  these  allegations  an  employer 
must  file  a  notice  of  contest  within  1 5  working  days  from  the  receipt  of  the  notice  in  question.  The 
Secretary  of  Labor  transmits  the  notice  of  contest  and  all  relevant  documents  to  the  Commission's 
Executive  Secretary  for  filing.  After  the  case  is  docketed,  it  is  forwarded  to  the  Office  of  the  Chief 
Judge  who  monitors  that  the  receipt  of  the  complaint  and  answer  is  made  in  a  timely  manner.  Prior 
to  the  joinder  of  pleadings  the  Chief  Judge  responds  to  all  motions  directed  towards  the  proceeding, 
including  motions  to  dismiss,  motions  for  extensions  of  time,  motions  for  summary  judgment, 
motions  for  stay  of  proceedings,  etc.  After  issue  is  joined  the  case  is  assigned,  consistent  with  the 
Administrative  Procedure  Act  to  an  Administrative  Law  Judge  in  the  Commission  regional  office 
(Atlanta,  Boston,  Dallas,  Denver)  or  in  the  Washington  D.C.  office  closest  to  the  community  where 
the  alleged  violation  occurred.  Thereafter,  the  administrative  law  judge  has  full  responsibility  for 
all  pre-hearing  and  pre-trial  procedures,  including  settlement  where  the  parties  are  in  agreement,  and 
is  charged  with  providing  a  fair  and  impartial  hearing  in  an  expeditious  manner,  and  rendering  a 
decision  promptly.  Because  of  the  application  of  the  Administrative  Procedure  Act  to  Commission 
cases,  there  is  no  significant  alternative  to  the  present  system. 

Factors  Influencing  Workload  for  FY  96 

The  level  of  contested  cases  before  the  Commission  judges  can  be  expected  to  continue  to  rise  in 
FY  96  because  of  the  new  OSHA  policy  of  "targeted  aggressive  enforcement"  with  special 
emphasis  on  egregious,  willful  violations.  OSHA  has  stated  that  it  "will  concentrate  on  the  most 
hazardous  worksites,  the  most  serious  hazards,  and  the  most  substantial  violations  of  the  law." 
Although  overall  OSHA  inspection  activity  appears  to  be  down,  they  are  projecting  higher  contest 
rates,  and  we  are  expecting  a  higher  percentage  of  new  cases  to  go  to  trial.  For  example,  only  about 
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5  percent  of  new  cases  received  in  1 993  went  to  trial,  but  we  expect  6  to  7  percent  will  go  to  trial 
or  require  very  significant  resources  to  settle  in  fiscal  year  1996.  More  of  these  cases  will  also  be 
complex  in  1 995  and  1 996,  requiring  long  and  detailed  discovery  procedures,  increased  use  of 
expert  testimony  on  scientific  and  medical  information,  and  a  resultant  lengthened  trial  process. 
Some  examples  of  recent  complex  cases  are  shown  on  page  25. 

Other  factors  that  are  likely  to  increase  our  judges'  workload  are: 

1 .  A  new  Department  of  Labor  litigation  policy  which  will  concentrate  on  better  investigation  and 
legal  preparation  of  those  cases  brought  before  our  judges  and  the  Commission.  OSHA  says  it  will 
likely  pursue  the  same  number  of  cases  before  the  Commission,  but  the  penalties  involved  will  be 
higher  because  they  will  concentrate  on  more  significant  cases.  According  to  OSHA,  in  the  past 
many  cases  with  relatively  small  fines  were  pursued  to  trial  and  they  plan  to  revise  their  procedures 
to  generally  avoid  putting  resources  into  such  cases.  They  will  also  be  targeting  willful  cases  and 
those  where  employers  have  a  history  of  safety  violations,  and  thus  have  a  greater  incentive  to  go 
to  trial  rather  than  settling  with  OSHA.  They  also  expect  their  average  penalties  to  increase 
substantially. 

2.  OSHA  Assistant  Secretary  Dear  has  pledged  that  the  agency  will  pursue  flagrant  violators  with 
"hefty"  fines,  with  concentration  on  such  areas  as  tuberculosis,  lead  exposure  and  confined  space. 

3.  OSHA  issued  more  new  standards  in  fiscal  year  1994  than  at  any  time  since  its  creation.  It  is 
also  in  the  process  of  formulating  additional  technical  standards  some  of  which  will  likely  be 
operative  in  FY  96.  Those  in  process  include  ergonomics,  indoor  air,  tuberculosis,  chromium, 
medical  surveillance,  safety  and  health  programs  and  several  others. 

4.  OSHA  has  put  into  effect  stronger  reporting  requirements  covering  industry  accidents  which 
are  expected  to  result  in  more  timely  and  increased  monitoring  of  hazards,  and  more  prompt 
inspections  in  danger  areas. 

5.  With  reference  to  the  construction  industry  where  the  accident  rate  is  high,  Deputy  Asst. 
Secretary  Stanley  has  directed  inspections  "to  focus  on  the  work  site,  concentrating  on  hazards 
associated  with  falls,  crushing  injuries,  electrocutions,  and  being  struck  by  an  object." 

Caseload  Estimates 

In  short,  the  OSHA  policy  of  strict  enforcement  of  violations  in  the  workplace,  together  with 
newly  promulgated  standards  covering  safety  and  health  will  result  in  a  larger  universe  of  cases 
likely  to  go  to  litigation,  a  higher  contest  rate,  a  likely  increase  in  the  number  of  trials  and  more 
long  and  costly  trials.  With  the  increased  penalty  assessments,  the  contest  rate  is  expected  to 
approach  or  exceed  9.5%  in  FY  96.  Assuming  a  conservative  OSHA  inspection  total  based  on 
recent  experience  of  35,000,  we  would  anticipate  approximately  3,200  cases  in  fiscal  year  1996, 
as  compared  to  an  estimated  3000  in  1995  and  3700  in  1994.  Of  the  new  cases  in  1996  we  would 
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expect  well  over  200  to  go  to  trial  as  compared  to  about  180  of  the  cases  we  received  in  1993  - 
the  year  we  last  had  16  judges.  Thus,  we  will  continue  to  have  a  backlog  of  trial  cases  in  fiscal 
year  1996  unless  we  can  expedite  our  trial  process  through  re-engineering.  OSHA  is  still 
estimating  39,500  inspections  for  this  year  and  next  which  would  result  in  even  higher  workload 
estimates  for  the  Commission. 

Case  Inventory 

Despite  an  improvement  in  the  overall  case  handling  of  our  judges  in  fiscal  year  1994,  the  current 
caseload  and  reduced  number  of  judges  created  a  case  inventory  at  the  end  of  FY  94  of 
approximately  1700  cases.  With  14  judges  this  inventory  should  stop  rising  in  fiscal  year  1995 
and  with  16  judges  it  should  begin  to  shrink  in  fiscal  year  1996.  This  in  turn  should  restore  the 
Commission's  timeliness. 

Staffing  Considerations 

Our  request  for  16  judges  and  33  FTE  in  fiscal  year  1996  is  based  upon  our  judgement  that  we 
need  16  judges  to  handle  our  workload,  and  will  be  able  to  offset  the  additional  judges  positions 
with  other  staffing  attrition  by  the  end  of  fiscal  year  1996. 
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Sampling  Of  Complex  Ongoing  Cases 

Beverly  Manor  Nursing  Home:  These  cases  required  6  weeks  of  trial  with  5200  pages  of  transcript. 
Seventy  five  witnesses  testified  including  numerous  experts.  The  issue  involved  whether  the 
Respondent  failed  to  provide  safe  methods  of  lifting  nursing  home  residents  (ergonomics). 

Columbia  Presbyterian  Medical  Center.  This  case  took  roughly  three  weeks  for  trial,  including 
pretrial  discovery  of  over  6  months.  In  pretrial  there  were  numerous  conferences  with  all  parties 
and  the  presiding  Judge.  The  issue  was  whether  the  employer  had  failed  to  provide  appropriate 
respirators  for  those  health  service  employees  working  with  tuberculosis  patients.  There  was 
voluminous  expert  medical  testimony  from  both  parties  and  extensive  documentary  evidence 
produced.  The  case  was  one  which  required  technical  medical  evidence  in  the  field  of  epidemiology 
and  infectious  diseases. 

Bush  and  Burchett.  These  cases  involved  four  citations,  with  a  total  47  alleged  violations  and 
penalties  assessed  of  $406,800  and  involved  extensive  discovery  on  both  sides.  The  judge  held 
numerous  pretrial  conferences.  The  Respondent  has  made  numerous  motions  including  one  for 
summary  judgement,  and  a  motion  that  OSHA  has  no  jurisdiction.  A  lengthy  trial  is  expected  to 
begin  in  November. 

VYilliamsport  Wirerope.  Cases  involve  five  citations  (63  separate  items)  seeking  $144,025  in 
penalties.  Included  is  one  wilful  citation.  Discovery  has  been  extensive,  with  motion  for  summary 
judgment  proffered  and  denied.  24  conference  calls  have  been  held,  yet  all  but  three  issues  remain 
which  are  now  set  on  the  trial  calendar. 

Pentecost.  Case  involves  three  wilful  citations  seeking  $168,000,  and  two  serious  citations  seeking 
$19,200.  Discovery  has  been  lengthy  and  over  three  months  of  settlement  negotiations  between  the 
parties  and  including  the  judge  have  been  to  of  no  avail.  A  motion  for  summary  judgment  has  been 
denied  and  the  case  is  set  for  trial  which  is  expected  to  take  two  weeks. 

Phone-Poulenc.  Involves  one  serious  citation,  two  items  and  an  assessed  penalty  of  $21,000  and 
one  wilful  violation  with  23  items  and  penalties  of  $1,575,000.  Extensive  pretrial  discovery  is  in 
progress.  The  case  is  scheduled  for  trial  in  1995,  and  has  been  scheduled  for  five  weeks  based  on 
the  parties  estimates  of  the  number  of  witnesses,  experts  and  documents  to  be  introduced. 

Kroger  Co.  This  is  a  complex  ergonomics  case.  It  involves  supermarket  cashiers  with  the 
employee  union  as  a  party  to  the  case.  There  will  be  numerous  medical  witnesses  and  the  trial  is 
expected  to  take  approximately  three  weeks. 

Kelly-Springfield  Tire  Co.  A  wilful  ergonomics  violation  is  alleged  dealing  with  tire  makers  on 
the  production  line.  Respondent  litigated  Labor's  request  for  a  search  warrant  up  to  the  Court  of 
Appeals  and  is  contesting  the  citations  vigorously.  Trade  secrets  and  protective  orders  are  involved. 
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Discovery  is  being  held  and  contested  along  the  way  with  the  Judge  holding  numerous  conferences. 
The  parties  anticipate  a  trial  of  four  weeks. 

Manganas  Painting.  Involves  18  wilful  and  30  serious  violations  with  proposed  penalties  of  $1.4 
million.  There  is  extensive  pretrial  discovery  in  progress.  The  judge  has  scheduled  6  weeks  for 
trial. 

Trinity  .  This  case  resulted  from  a  wall  to  wall  inspection  of  employer's  business  site  and  includes 
a  wide  variety  of  alleged  violations.  There  were  approximately  350  items  of  violations  alleged.  The 
trial  took  two  weeks  of  hearings  with  extensive  pre-trial  discovery  and  telephone  conferences. 
Although  the  judge  was  able  to  settle  the  majority  of  the  items,  approximately  60  of  the  allegations 
will  require  a  decision. 

Arcadian.  This  case  involves  a  urea  reactor  failure  which  resulted  in  a  serious  citation  with 
proposed  penalties  of  $205,000,  a  wilful  citation  with  proposed  penalties  of  $4,650,000  and  a  repeat 
citation  with  proposed  penalties  of  $225,000.  The  presiding  judge  estimates  that  to  date  432  hours 
have  been  expended  on  pretrial  matters  including  holding  conference  calls,  issuing  discovery  orders 
and  issuing  rulings.   The  trial  is  expected  to  last  6  to  8  weeks. 

Murphy  Enterprises.  Involves  a  wilful  citation  alleging  failure  to  conduct  frequent  inspections  of 
a  giant  ferris  wheel  which  collapsed  resulting  in  two  deaths  and  serious  injury.  Penalties  of 
$142,000  are  proposed.  To  date  there  have  been  ten  motions,  including  a  motion  for  summary 
judgment,  a  motion  to  strike  expert,  and  a  motion  to  quash  subpoenas.  There  have  been  numerous 
time-consuming  conferences  and  estimated  trial  time  is  two  weeks. 

Montfort  cases.  Ergonomics  violations.  Discovery  has  been  going  on  for  over  12  months  and  is 
extensive  in  nature;  approx.  100  motions  have  been  file  in  only  one  of  the  cases  (there  are  four 
others  to  be  consolidated)  and  the  judge  says  20  days  have  been  consumed  in  the  discovery  faze. 

A.E.  Staley.  Involved  citations  including  212  wilful  safety  items  and  50  wilful  health  items.  There 
was  a  two  year  discovery  period  and  a  four  week  trial  time. 

Dayton  Tire.  This  case  involves  107  wilful  violations  with  a  proposed  penalty  of  $7,500,000.  The 
pretrial  phase  is  in  progress  with  numerous  conferences  and  motions.  The  case  is  expected  to 
require  two  to  three  months  in  trial.  Voluminous  documentary  evidence  and  many  witnesses  will 
be  called,  including  complex  expert  testimony. 
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Management  and  Administration 


1995 
Base 
Amount 

1996 
Base 
Amount 

Increase 

or  Decrease 

Amount 

Personnel 
Compensation 
and  Benefits 

$    992,000 
(FTE  18) 

$1,041,000 
(FTE  17) 

$     49,000 
(FTE  -1) 

Other  Expenses 

$    535,000 

$    593,000 

+$  58,000 

Total 

$1,527,000 
(FTE  18) 

$1,634,000 
(FTE  17) 

+$107,000 
(FTE-1) 

Mission 

To  provide  executive  management  and  necessary  administrative  support  functions  to  assure  the  success 
of  the  mission-related  activities  of  the  Commission. 

Major  Objectives 

1 .  To  assist  the  Chairman  as  his/her  principal  advisor  on  all  management  issues  and  to  manage  all 
Commission  resources  in  as  an  efficient  and  economical  manner  as  possible. 

2.  To  modernize  the  technology  and  processes  of  every  agency  component  in  order  to  constantly 
improve  the  quality  and  timeliness  of  agency  services  to  the  public. 

3.  Implement  an  integrated  planning  process  to  support  budget,  mission  and  operational  decisional 
making. 

Functions 

The  management  and  administrative  support  functions  of  the  Commission  include: 

•  principal  advisor  to  the  Chairman  on  all  management  and  administrative  matters; 

•  strategic  planning  and  policy  development; 

•  budget,  financial  management,  and  internal  controls; 
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•  telecommunications,  information  resource  management,  case  tracking  and  performance 
measurement; 

•  personnel  and  performance  management  and  career  training  programs; 

•  public  information,  FOIA,  library  and  research  services; 

•  publication  of  procedures,  decisions,  and  other  documents; 

•  facility  management,  equipment  maintenance  and  inventory  control; 

Strategic  Planning 

A  major  management  initiative  of  the  agency  has  been  the  development  of  a  strategic  plan  aimed  at 
improving  performance,  quality,  information  and  human  resources  management  and  process 
efficiency.  That  plan  includes  specific  fiscal  year  1995  and  1996  objectives  developed  with  the  input 
of  those  who  must  implement  them.  In  conjunction  with  this  effort,  we  have  begun  to  talk  to  our 
external  (and  internal)  customers  and  plan  to  expand  this  effort  in  1995.  This  has  also  resulted  in  a 
revised  information  resource  management  plan  which  is  guiding  our  networking  and  case  management 
system  redesign. 

Staffing 

In  fiscal  year  1994,  the  management  and  administrative  support  function  consisted  of  18  FTEs.  In 
fiscal  year  1995,  the  staffing  level  is  expected  to  decrease  to  17  FTEs  but  incorporate  additional 
functions  such  as  the  library  and  research  support  functions  as  the  Commission  begins  reinvention  and 
reengineering  efforts  to  more  effectively  and  efficiently  provide  support  services  to  the  adjudication 
program  areas.  The  management  and  administrative  support  staffing  will  remain  at  1 7  FTEs  in  fiscal 
year  1996. 

Fiscal  Year  1995  and  Fiscal  Year  1996  Projects 

The  submission  for  fiscal  year  1996  contains  funding  requests  for  several  projects  growing  out  of  our 
strategic  planning  effort,  which  if  funded  will  significantly  enhance  the  Commission's  efforts  to 
reinvent  and  reengineer  its  functions,  absorb  anticipated  workload  increases  within  existing  staffing 
levels,  modernize  management  information  and  performance  measurement  systems,  and  streamline 
the  Commission's  workforce  and  work  processes. 

1.  During  fiscal  year  1994,  as  part  of  the  program  of  modernization  and  streamlining  administrative 
support  processes,  an  inefficient  and  time  consuming  duplicating  and  collating  system  was  replaced 
with  new  docutech  technology.  The  Commission  currently  produces  more  than  1.25  million  pages  of 
documents  per  year.  The  leasing  of  the  docutech  system  has  eliminated  old  and  multi-step  processing 
equipment  with  a  single  step  process,  eliminated  a  significant  waste  of  paper  and  other  materials  with 
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first  copy  reproductions  of  high  quality  and  reduced  processing  time  and  labor  hours  for  many  tasks 
by  50  to  75  percent.  The  last  part  of  this  change  is  to  network  this  system  to  the  present  computer 
network.  This  will  cost  approximately  $45,000.  However,  once  completed  documents  will  be 
transmitted  electronically  from  the  original  source  through  reproduction  processing  to  final 
distribution.  This  enhancement  is  expected  to  result  in  significant  labor  savings  from  several  processes 
still  in  effect.  The  implementation  of  this  system  has  already  resulted  in  avoiding  costs  in  fiscal  year 
1 996  of  approximately  $60,000  which  would  have  been  required  to  replace  the  older  technology 
without  the  benefit  of  any  labor  cost  reductions. 

2.  Completion  of  the  Commission's  computerized  network  and  case  processing  system  at  a  cost  of 
approximately  $85,000  will  provide  substantial  cost  savings  through  the  use  of  an  E-mail  system  and 
provide  the  capability  to  modernize  the  Commission's  case-tracking  system  and  other  time-consuming 
mission-related  work  processes  will  also  be  automated.  Efforts  will  begin  in  the  Executive  Secretary's 
and  Chief  Judge's  offices  and  be  expanded  to  OGC  and  the  regions  when  funding  is  available. 

3  During  fiscal  year  1996,  it  will  be  necessary  to  relocate  the  Commission's  regional  offices  in 
Boston,  Massachusetts  and  Atlanta,  Georgia  as  a  result  of  GSA  initiated  programs  of  Federal  office 
space  consolidations  in  those  locations.  It  will  be  necessary  to  replace  Communication  systems  and 
some  equipment  in  each  location.  The  estimated  costs  at  this  time  are  $50,000  to  accomplish  these 
mandated  relocations.  Funds  to  support  these  relocations  were  eliminated  from  the  request  level  to 
OMB  in  order  for  the  Commission  to  meet  the  OMB  passback  mark,  and  could  place  additional 
financial  pressure  on  the  Commission. 

4.  During  fiscal  year  1995,  a  restructuring  of  the  Commission's  information  services  function  is 
expected  to  be  accomplished  through  the  consolidation  of  information  management,  reproduction, 
library  and  public  information  functions  under  the  Executive  Director.  We  will  also  begin  utilizing 
CD-ROM  technology,  and  expanding  our  use  of  automated  legal  research  techniques.  These  changes 
are  expected  to  result  in  an  initial  cost  reduction  of  approximately  $20,000  for  these  program 
functions.  Further  savings  in  staffing  may  be  realized  later  in  fiscal  year  1 996  to  accommodate  hiring 
more  judges. 

5.  We  developed  a  revised  Guide  to  the  Rules  of  Procedures,  which  will  be  made  more  widely 
available  to  pro  se  employers  and  employee  groups  for  use  in  cases  before  the  Commission.  In  fiscal 
year  1995  after  completing  a  survey  of  our  customers,  we  anticipate  some  further  simplification  of  our 
procedures  to  improve  service  to  the  public,  expedite  cases  and  further  enhance  productivity.  The 
1996  request  includes  the  Federal  Register  costs  associated  with  issuance  of  revised  Rules  of 
Procedures. 
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Chairman  Stuart  E.  Weisberg 

Term:  February  23,  1994  -  April  27,  1999 
PY  Compensation:  $123,100 
Affiliations: 

American  Bar  Association 

New  York  Bar 

District  of  Columbia  Bar 

United  States  Supreme  Court  Bar 

Ninth  Circuit  Court  of  Appeals 

Administrative  Conference  of  the  United  States 


Commissioner  Edwin  G.  Foulke,  Jr. 

Term:  March  5,  1990  -  April  27,  1995 

PY  Compensation:  $1 15,700 

Affiliations: 
American  Bar  Association 
South  Carolina  Bar  Association 
Georgia  Bar  Association 
District  of  Columbia  Bar  Association 
United  States  Supreme  Court  Bar 
District  of  Columbia  Court  of  Appeals 
Fourth  Circuit  Court  of  Appeals 
Eleventh  Circuit  Court  of  Appeals 
Federal  D.C.  Circuit  Court  of  Appeals 
Sons  of  the  American  Revolution 
Phi  Alpha  Delta  Legal  Fraternity 


Commissioner  Velma  Montoya 

Term:  July  2,  1991  -  April  27,  1997 
PY  Compensation:  $115,700 
Affiliations: 

Phi  Beta  Kappa 

Omicron  Delta  Epsilon 

Phi  Alpha  Theta 

American  Economic  Association 

Econometric  Society 

Western  Economic  Association 

Census  Advisory  Committee,  1990 
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Wednesday,  April  5,  1995. 
PHYSICIAN  PAYMENT  REVIEW  COMMISSION 
WITNESSES 
JOHN  M.  EISENBERG,  M.D.,  CHAIRMAN 
LAUREN  B.  LEROY,  PH.D.,  ACTING  EXECUTIVE  DIRECTOR 


PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 

WITNESSES 
STUART  H.  ALTMAN,  PH.D.,  CHAHtMAN 
DONALD  A.  YOUNG,  M.D.,  EXECinTVE  DIRECTOR 

Mr.  BONILLA  [presiding].  The  committee  will  come  to  order.  I 
would  like  to  just  start  out  by  apologizing  for  the  crazy  schedules 
we  have  these  days.  Oftentimes  the  case  is  such  that  while  we  have 
all  these  Members  on  the  committee,  they  are  all  bouncing  between 
four  and  five  committee  hearings  at  one  time,  and  then  they  are 
doing  things  like  attending  conferee  meetings  as  well  and  voting, 
so  it  is  amazing. 

Personally,  I  have  never  been  through  a  process  where  you  can 
accomplish  more  in  every  15  minutes  of  the  day,  but  I  appreciate 
you  bearing  with  us  and  we  will  now  commence  our  hearing. 

I  would  like  to  welcome  Dr.  John  Eisenberg  today  who  will  be 
testifying  on  behalf  of  the  Physician  Payment  Review  Commission 
and  Dr.  Stuart  Altman,  who  will  be  representing  the  Prospective 
Payment  Assessment  Commission. 

I  welcome  you  both  and  would  be  pleased  now  if  you  would  like 
to  introduce  who  is  with  you  today,  and  Dr.  Eisenberg,  we  will 
begin  with  you. 

Opening  Statement— PPRC 

Dr.  Eisenberg.  Good.  Thank  you.  Let  me  introduce  Lauren 
LeRoy,  who  is  Acting  Executive  Director  of  the  Commission,  and 
will  welcome  comments,  helping  me  respond  to  your  questions.  We 
have  submitted  our  testimony  and  you  have  that  so  I  am  just  going 
through  some  of  the  highlights,  focusing  on  what  the  Commission 
is,  what  the  Commission  does  and  what  the  Commission's  budget 
request  is. 

This  Commission  was  established  in  1986  with  the  purpose  of  ad- 
vising Congress  on  Medicare  physician  payment  at  the  outset  and 
we  have  done  so.  Our  process  is  one  of  trying  to  help  the  Congress 
understand  what  the  physician  community,  what  the  beneficiary 
community,  and  what  experts  in  health  care  delivery  and  health 
care  economics  believe  are  the  options  available  to  the  Congress, 
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and  then  using  our  outstanding  staff  and  consultants  to  help  the 
Congress  think  through  those  options. 

One  watershed  for  the  Commission  was  in  1989  when  we  issued 
our  report,  which  we  do  every  spring,  and  you  have  just  received 
this  small  report  this  year  in  which  we  lay  out  a  number  of  rec- 
ommendations. I  would  be  happy  to  address  the  specifics  if  you 
please.  But  in  1989,  we  recommended  that  there  be  reform  of  the 
Medicare  payment  system,  which  then  led  to  the  Omnibus  Budget 
Reconciliation  Act  of  1989,  which  included  in  it  the  new  Medicare 
fee  schedule,  a  mechanism  for  Congress  to  limit  the  growth  in  ex- 
penditures on  the  physician  side,  limitation  in  financial  liability  for 
Medicare  beneficiaries,  the  establishment  of  the  Agency  for  Health 
Care  Policy  and  Research,  all  of  which  we  believe  were  very,  very 
important  steps  towards  making  a  Medicare  program  that  assured 
the  elderly  of  high  quality — access  to  high  quality  care  at  a  reason- 
able price. 

Since  then,  our  commission  has  had  its  responsibility  enlarged  to 
include  a  variety  of  other  issues  related  to  physician  payment,  in- 
cluding payment  through  Medicaid  and  several  other  issues  that  I 
can  go  into  if  you  would  like  to. 

The  Commission  provides  the  Congress  with  five  regular  reports 
every  year.  One  is  the  large  annual  report  which  comes  out  in 
March  of  every  year,  and  then  in  addition  to  that,  we  provide  an 
update  on  access  to  care,  a  report  on  assessing  beneficiary  financial 
protection,  a  report  on  setting  the  volume  performance  standards 
and  updating  the  fee  schedule  conversion  factors,  and  a  report  that 
provides  comments  on  the  President's  budget. 

There  are  other  reports  that  we  send  to  the  Congress  based  upon 
requests.  For  example,  last  year  there  was  a  request  that  we  look 
at  critical  care  and  trauma  service  payment  to  physicians  and  we 
did  and  presented  a  report  to  the  Congress  along  those  lines.  We 
testified  seven  times  last  year  on  many  of  these  issues. 

The  work  plan  that  the  Commission  plans  to  take  up  is  one 
which  has  been  submitted  to  the  Congress  in  February  in  our  ap- 
propriations request,  and  you  have  the  details  of  that.  In  a  nut- 
shell, our  work  plan  recognizes  the  need  to  reshape  Medicare  be- 
cause of  the  pressures  to  reduce  the  budget  deficit,  because  of  dis- 
parity in  spending  growth  rates  between  Medicare  and  the  private 
sector,  and  because  of  the  potential  to  increase  the  options  avail- 
able to  Medicare  beneficiaries  for  the  way  in  which  their  health 
care  will  be  financed. 

We  also  recognize  that  there  is  a  dual  task  for  Medicare  at  this 
point.  One  is  making  the  fee-for-service  sector  function  more  effec- 
tively at  the  same  time  that  we  broaden  the  role  of  managed  care 
for  Medicare  beneficiaries.  We  have  recommended  changes  in  the 
volume  performance  standard  system,  which  is  the  system  that  de- 
termines updates  for  the  Medicare  system,  which  we  believe  would 
help  to  make  that  system  both  more  equitable  and  more  rational 
for  the  way  in  which  the  payments  for  physicians  are  determined. 

With  regard  to  managed  care,  the  Commission  has  begun  to  deal 
with  this  issue  and  will  increasingly  deal  with  this  issue  in  the  fu- 
ture, looking  at  ways  to  encourage  participation  by  Medicare  bene- 
ficiaries in  managed  care,  giving  new  opportunities  to  enroll  in 
those  plans,  considering  ways  of  using  managed  care  to  generate 
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savings  for  the  Medicare  program,  with  ideas  like  using  competi- 
tive bidding  by  health  maintenance  organizations  or  other  man- 
aged-care organizations  for  Medicare  contracts. 

We  have  also  been  continuing  to  examine  trends  in  the  Medicare 
payment  system,  looking,  for  example,  at  the  gap  that  exists  be- 
tween Medicare  payment  rates  and  those  in  the  private  sector, 
looking  at  substitutions  that  might  exist  across  different  types  of 
services  and  different  types  of  settings.  We  also  are  looking  at  the 
five-year  review  of  relative  values,  which  is  being  undertaken  for 
the  Medicare  fee  schedule  and  suggesting  ways  in  which  that  can 
be  improved  and  made  as  rational  as  possible. 

We  have  been  pleased  to  recognize  the  fact  that  the  Medicare  fee 
schedule  has  been  adopted  by  the  private  sector  and  by  the  States. 
A  substantial  number  of  managed  care  organizations  that  receive 
capitated  payments,  still  pay  physicians  at  least  partially  or  wholly 
on  the  basis  of  fee-for-service  systems,  are  adopting  the  relative 
value  scale.  They  use  their  own  conversion  factor,  but  they  use  the 
relative  value  scale,  and  many  of  the  State  Medicaid  plans  that  are 
reforming  their  systems  of  payment  for  physicians  are  also  using 
Medicare's  resource-based  relative  value  scale. 

We  think  this  is  a  terrific,  and  to  some  extent,  unintended  con- 
sequence of  Medicare  making  its  system  more  rational,  that  it  has 
been  picked  up  by  the  private  sector  and  by  the  States  as  a  mecha- 
nism of  improving  physician  payment. 

We  also  have  been  very  concerned  about  the  supply  of  physicians 
because  of  the  strong  research  literature  that  suggests  that  a  sur- 
plus of  physicians  is  an  inflationary  factor  in  health  care  and  be- 
cause of  that,  we  have  been  concerned  about  the  work  force  issues 
that  exist,  partly  through  Medicare's  payment  for  graduate  medical 
education,  which  overlaps  with  some  of  the  work  that  the  Prospec- 
tive Payment  Assessment  Commission  does,  but  especially  the  im- 
pact that  the  distribution  of  physicians  geographically  and  across 
specialty  has  had  in  addition  to  the  impending  oversupply  of  physi- 
cians. 

We  have  also  looked  at  Medicaid,  its  access,  quality,  payment 
under  the  Medicaid  system,  and  we  are  recognizing  the  changing 
in  the  market  for  health  care.  The  Commission  believes  that  it  can 
serve  Congress  well  by  analyzing  issues  such  as  consumers'  ability 
to  choose  among  health  plans,  looking  at  antitrust  issues,  quality 
assurance  issues,  information  systems.  So  those  are  some  of  the  is- 
sues that  the  Commission  has  dealt  with  and  will  continue  to  deal 
with  serving  the  Congress  by  providing  it  with  research-based  in- 
formation, strong  analysis,  and  a  scanning  of  the  environment  and 
those  who  care  about  physician  payment  to  give  Congress  advice. 

In  order  to  achieve  this,  we  are  requesting  a  budget  of  $4. 1  mil- 
lion for  fiscal  year  1996.  This  is  $76,000  less  than  the  current 
budget,  which  is  about  a  2  percent  reduction. 

That  comes  on  the  heels  of  a  5.5  percent  reduction  in  fiscal  year 
1994  and  a  steady  state  budget  for  the  fiscal  year  that  we  are  in. 
So  that  is  about  a  9  percent  budget  reduction  for  the  Commission 
since  the  1993  budget. 

That  is  despite  the  fact  that  the  work  load  for  the  Commission, 
scope  of  work  for  the  Commission,  has  expanded.  The  way  in  which 
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those  savings  have  been  achieved  is  severalfold.  One  of  them  is  by 
hiring  one  less  person,  staff  person,  than  anticipated. 

A  second  has  been  through  major  savings,  40  percent  savings  in 
the  past  three  years,  on  computer  expenses  because  of  taking  ad- 
vantage of  technological  changes  that  have  occurred  and  the  staffs 
ability  to  use  the  computer  time  effectively,  and  also  through  using 
contracts  with  outside  organizations  who  can  sometimes  provide  us 
with  analysis  in  a  more  efficient  fashion  than  we  would  get  it  oth- 
erwise. 

The  Commission  is  currently  looking  at  ways  in  which  the  tasks 
that  the  Commission  will  take  on  will  be  expanded,  particularly  in 
the  area  of  managed  care,  and  I  have  mentioned  some  of  those,  but 
I  might  mention  a  few  others. 

One  is  telemedicine,  which  we  believe  we  need  to  look  at.  In  your 
State,  for  example,  there  is  a  very  exciting  program  in  telemedicine 
that  offers  the  opportunity  to  bring  health  care  to  people  who  live 
in  rural  areas,  but  our  way  of  paying  for  that  has  not  been  clearly 
established  and  we  need  to  pay  special  attention  to  that. 

The  ways  in  which  we  pay  for  new  and  experimental  services 
needs  to  be  rethought.  We  need  to  continue  to  serve  the  bene- 
ficiaries about  the  way  in  which  they  are  responding  to  the  new 
movement  to  managed  care,  as  well  as  their  satisfaction  with  Medi- 
care's fee-for-service  system. 

That  is  our  plan  and  we  believe  that  the  Commission  can  con- 
tinue to  serve  the  Congress  well  with  this  budget  by  providing  it 
with  advice  about  ways  in  which  the  Medicare  system  and  related 
programs  for  which  the  Congress  is  responsible  can  be  improved. 
Thank  you. 

[The  prepared  statement  and  biography  of  Dr.  John  Eisenberg 
follow:] 
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Mr.  Chairman,  I  am  pleased  to  be  here  to  report  on  the  activities  and  work  plan  of  the  Physician  Payment 
Review  Commission.  Established  in  1986  to  advise  the  Congress  on  Medicare  physician  payment  reform,  the 
Commission's  13  members  bring  together  the  perspectives  of  physicians,  nurses,  consumers,  purchasers,  health 
plans,  and  economists.  With  the  expertise  of  its  Commissioners  and  a  strong  analytical  staff,  the  Commission 
has  established  a  track  record  of  providing  useful  and  timely  advice  to  the  Congress.  Its  work  has  been 
strengthened  by  a  tradition  of  working  toward  consensus  in  shaping  recommendations  on  difficult  and  sensitive 
issues. 

When  the  Commission  first  set  to  work,  it  consulted  with  the  Congress  to  define  the  goals  for  Medicare  reform 
and  to  frame  the  issues  of  concern.  The  recommendations  it  later  presented  to  the  Congress  formed  the  basis 
for  the  payment  reforms  enacted  in  the  Omnibus  Budget  Reconciliation  Act  of  1989  (OBRA89).  OBRA89  also 
directed  the  Commission  to  monitor  the  impact  of  reform  on  beneficiaries  and  advise  the  Congress  on  setting 
standards  for  expenditure  growth  and  updating  fees  under  the  Medicare  Fee  Schedule.  In  OBRA90  the  Congress 
again  expanded  the  Commission's  mandate  to  consider  policies  related  to  controlling  health  costs  faced  by 
employers,  financing  graduate  medical  education,  reforming  the  medical  liability  system,  ensuring  quality  of 
care,  and  improving  access  in  underserved  areas  and  for  Medicaid  beneficiaries. 

In  its  work  plan  for  fiscal  year  1996,  the  Commission  combines  its  responsibilities  with  respect  to  the  current 
Medicare  program  with  plans  to  analyze  new  issues  now  receiving  serious  consideration  by  the  Congress.  Its 
challenge  will  be  to  develop  policies  that  reflect  the  dual  priorities  of  reducing  federal  spending  and  reorienting 
Medicare  to  take  advantage  of  innovations  in  the  private  sector.  Meeting  that  challenge  will  require  analytic 
support  to  design  effective  policies  and  to  assess  their  implications  so  that  changes  enacted  are  consistent  with 
congressional  intent. 
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i  Reports  to  the  Congress.  The  Commission  is  required  to  submit  five  reports  each  year,  the  most 
extensive  being  its  annual  report.  Just  last  week,  the  Commission  transmitted  its  1995  annual  report.  The 
report  contains  two  major  sections:  one  devoted  to  the  Medicare  and  Medicaid  programs  and  one  focused  on 
the  changing  market  for  health  services.  Chapters  on  the  Medicare  risk-contracting  program,  coverage 
decisions,  telemedicine,  and  payment  rates  of  Medicare  and  private  payers  consider  how  Medicare  can  respond 
to  the  evolving  marketplace.  Other  chapters  reflect  the  Commission's  ongoing  work  to  monitor  implementation 
of  physician  payment  reform,  assess  the  impact  of  the  fee  schedule,  advise  the  Congress  on  the  Volume 
Performance  Standard  (VPS)  system,  and  recommend  improvements  in  current  policy.  A  chapter  on  Medicaid 
reviews  state  efforts  to  expand  coverage  and  enroll  beneficiaries  in  managed  care  under  Section  1 1 15  waivers. 

The  report  provides  systematic  information  on  the  dynamics  of  the  market  with  chapters  on  provider-driven 
integration,  relationships  between  health  plans  and  providers,  network  development  in  rural  areas,  monitoring 
quality  and  plan  performance,  and  the  changing  physician  labor  market.  Policy  issues  arising  from  delivery 
system  changes  are  outlined  in  chapters  on  antitrust  policy,  insurance  market  reform,  medical  liability  reform, 
and  development  and  use  of  practice  guidelines. 

In  addition  to  the  annual  report,  the  Commission  prepares  more  focused  reports,  requiring  substantial  analytic 
work.  Three  of  these  reports  are  related  to  Medicare,  providing  updates  on  access  to  care,  assessing  beneficiary 
financial  protection,  and  presenting  recommendations  on  setting  Volume  Performance  Standards  and  updating 
fee  schedule  conversion  factors.  In  addition,  the  Commission  comments  on  the  President's  budget.  This  past 
year,  the  Commission  also  responded  to  a  congressional  request  by  issuing  a  special  report  examining  issues 
related  to  Medicare  payment  for  critical  care  and  trauma  services.  In  addition,  the  Commission  has  testified 
seven  times  in  this  fiscal  year  on  a  range  of  issues  related  to  Medicare  and  the  broader  health  care  market. 
Most  recently,  the  Commission  testified  before  the  Ways  and  Means  Committee  on  growth  in  Medicare 
expenditures  and  options  for  improving  Medicare  policy. 
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Commission  Work  Plan.  In  the  year  ahead,  Che  Commission  plans  to  take  up  new  issues  affecting  Medicare 
and  Medicaid  and  to  study  changes  in  the  delivery  system.  Its  appropriation  request  submitted  to  this 
Committee  in  February  presented  a  detailed  work  plan.  Since  then,  the  Commission  has  been  working  to  adapt 
its  plans  and  priorities  to  congressional  concerns  through  meetings  with  committee  staff  and  briefings  for 
Members.  We  believe  that  the  Congress  is  well  served  by  this  process  of  consultation,  and  expect  that  the 
specifics  of  our  work  plan  will  evolve  in  the  coming  months.  I  would  like  to  highlight  some  key  aspects  of  the 
Commission's  work  plan  that  focus  on  the  interface  between  Medicare,  Medicaid,  and  developments  in  the 
private  sector. 

Just  as  when  the  Commission  was  established,  we  are  at  a  juncture  where  there  is  a  need  to  reshape  Medicare. 
The  impetus  for  change  comes  from  pressure  to  reduce  the  budget  deficit,  the  disparity  in  spending  growth  rates 
between  Medicare  and  the  private  sector,  and  the  potential  to  increase  the  options  for  Medicare  beneficiaries. 
Accordingly,  the  Commission  has  planned  work  on  each  of  these  issues.  As  in  the  past,  we  will  follow  a 
strategy  of  developing  short-term  options  that  move  the  program  in  the  direction  of  long-term  goals.  We  will 
focus  on  making  the  fee-for-service  sector  function  more  effectively  and  broadening  the  role  of  managed  care. 

With  respect  to  the  fee-for-service  sector,  the  Commission  recently  recommended  changes  in  the  VPS  system 
that  determines  updates  in  payments  under  the  Medicare  Fee  Schedule.  These  changes  would  make  the  VPS 
system  more  effective  in  slowing  growth  in  Medicare  expenditures  to  a  sustainable  level.  In  addition  to  advising 
the  Congress  on  how  to  restructure  this  policy,  the  Commission  will  assess  the  effects  of  any  policy  changes 
introduced  as  part  of  its  ongoing  responsibility  to  advise  the  Congress  on  setting  performance  standards  and 
updating  payments. 

Dynamic  changes  in  the  private  sector  are  creating  pressures  to  shift  Medicare's  focus  from  its  roots  in 
indemnity  insurance  to  more  innovative  methods  of  service  delivery  and  payment.  The  Commission  will  explore 
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a  number  of  issues  related  to  Medicare  managed  care.  These  include  policies  to  encourage  participation  by 
managed-care  plans  in  Medicare,  to  provide  new  opportunities  for  beneficiaries  to  enroll  in  these  plans,  and  to 
generate  cost  savings  for  the  Medicare  program.  This  work  will  build  on  the  Commission's  recommendations 
to  change  payment  policies  for  Medicare  risk  contracts.  The  Commission  may  also  consider  how  to  structure 
competition  between  fee-for-service  and  managed-care  options.  Competitive  bidding  options  explored  in  the 
1995  annual  report  could  provide  the  foundation  for  a  more  competitive  system  that  provides  choices  to 
beneficiaries  while  encouraging  efficiency  in  service  delivery. 

As  part  of  its  effort  to  integrate  information  on  the  private  sector  into  its  assessments  of  Medicare,  the 
Commission  will  continue  to  examine  trends  and  document  the  gap  between  Medicare  payment  rates  and  those 
in  the  private  sector.  Doing  so  will  require  continued  development  of  its  unique  private-payer  claims  database. 
The  Commission  will  also  analyze  changes  in  the  volume  and  intensity  of  services,  and  identify  changes  in 
patterns  of  care.  These  analyses  will  shed  light  on  the  potential  substitutions  taking  place  across  settings  and 
types  of  services,  the  trends  in  service  use  that  underlie  expenditure  trends,  and  how  the  dynamics  of  the 
changing  market  affect  medical  practice  across  managed-care  and  fee-for-service  settings. 

The  Commission  also  plans  to  monitor  the  five-year  review  of  the  relative  values  used  in  the  Medicare  Fee 
Schedule  that  will  be  conducted  by  the  Health  Care  Financing  Administration  as  required  by  OBRA89.  The 
first  review  will  be  completed  next  year.  As  part  of  its  mandate  to  monitor  fee  schedule  implementation,  the 
Commission  has  set  out  principles  to  guide  this  five-year  review.  It  will  evaluate  the  results  of  the  review  and 
assess  the  impact  of  the  revised  relative  values  on  physician  payments. 

Because  modifications  to  the  fee  schedule  are  important  to  other  payers  as  well,  the  Commission  will  continue 
to  monitor  the  adoption  of  Medicare  policies  by  others,  particularly  managed-care  plans.  Commission  surveys 
have  found  increasing  use  of  Medicare's  payment  policies  by  state  Medicaid  programs  and  private  payers.  Most 
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recently,  its  survey  of  managed-care  plans  showed  a  substantial  number  drawing  on  Medicare's  relative  values 
in  setting  compensation  arrangements. 

For  the  past  three  years,  the  Commission  has  made  recommendations  on  how  Medicare  could  leverage  its 
support  for  graduate  medical  education  (GME)  to  help  achieve  broadly-supported  goals  for  change  in  the  supply 
and  specialty  mix  of  physicians.  The  Commission  has  been  consulting  with  congressional  staff  to  identify 
options  for  restructuring  Medicare's  direct  medical  education  payments,  and  will  assess  the  effects  of  these 
options  on  the  number  and  specialty  distribution  of  residents,  as  well  as  their  impact  on  different  types  of 
hospitals.    It  views  these  activities  as  first  steps  to  achieve  both  work  force  goals  and  program  savings. 

Each  year,  the  Commission  has  considered  issues  related  to  access,  quality,  or  payment  under  Medicaid, 
selecting  those  that  mirror  congressional  interests  and  priorities.  This  past  year,  it  took  a  close  look  at  state 
demonstrations  to  expand  coverage  and  enrollment  in  managed  care  under  Section  1115  waivers.  As  the 
Congress  considers  broader  reform  of  Medicaid,  the  Commission  is  prepared  to  provide  information  and 
analyses  on  current  program  activities  and  to  assess  the  implications  of  alternative  ways  to  restructure  the 
program. 

The  Commission's  work  on  Medicare  and  Medicaid  is  complemented  by  efforts  to  monitor  the  changing  market. 
Given  interest  in  positioning  the  Medicare  and  Medicaid  programs  to  take  advantage  of  market  changes,  a 
systematic  effort  to  learn  about  market  developments  has  become  even  more  important.  The  Commission  will 
also  explore  the  policy  issues  arising  as  the  delivery  system  changes.  These  include  the  impact  of  integration 
and  consolidation  on  physicians'  practice  options  and  on  consumers'  ability  to  choose  among  health  plans  and 
providers;  antitrust;  quality  assurance;  and  developing  information  necessary  to  assess  plan  performance  and 
foster  competition.  The  Commission  will  continue  to  update  its  information  on  the  dynamics  in  the  market  and 
inform  the  Congress  about  potential  issues  and  policy  options. 
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Appropriation  Request  for  Fiscal  Year  1996.  The  Commission  requests  $4,100,000  for  fiscal  year  1996, 
$76,000  below  the  current  budget.  A  concerted  effort  to  increase  operational  efficiency  and  fine  tune  the  budget 
in  recent  years  allowed  it  to  request  a  5.5  percent  reduction  for  FY  1994  and  a  steady  state  budget  for  the 
current  fiscal  year.  In  total,  these  actions  will  have  reduced  the  Commission's  FY  1996  budget  by  nearly  9 
percent  relative  to  its  FY  1993  budget. 

Funds  for  staffing  and  computer  services  comprise  the  largest  portion  of  the  proposed  budget.  Although 
Congress  has  expanded  our  workload  several  times,  recruitment  of  highly  trained  and  productive  staff  has 
enabled  us  to  respond  tc  o-ir  mandate  in  a  timely  manner.  This  experience  has  shown  that  the  Commission's 
effectiveness  requires  that  much  of  its  work  be  conducted  or  managed  by  senior  professionals.  To  absorb  the 
proposed  funding  decrease,  however,  the  Commission  will  slow  recruitment,  entering  FY  1996  with  one  less 
filled  staff  position  than  anticipated. 

The  Commission's  greatest  success  in  increasing  operational  efficiency  has  been  in  its  mainframe  computer  and 
programming  services.  Although  the  increased  sophistication  of  the  Commission's  quantitative  work  implies 
that  these  activities  will  continue  to  require  substantial  resources,  the  Commission  has  made  a  concerted  effort 
in  this  budget  category  to  develop  more  cost-effective  approaches.  By  using  more  efficient  programming 
methods,  streamlining  data  sets,  and  closer  monitoring  of  contracted  programmers  and  staff,  it  has  reduced  its 
computer  budget  by  over  40  percent  in  the  past  three  years.  This  has  been  accomplished  even  though  the 
number  of  databases  used  and  the  amount  of  quantitative  analyses  undertaken  have  increased  substantially. 

The  third  major  category  in  our  budget  is  policy  analysis  and  data  development,  funds  used  primarily  for  outside 
contractors  that  can  develop  new  data  sources  and  make  specialized  expertise  available.  This  past  year,  the 
Commission  funded  surveys  of  both  physicians  and  managed-care  organizations  to  learn  how  system  change  is 
affecting  the  way  medicine  is  organized  and  practiced.    In  the  coming  year,  we  will  build  on  these  projects, 
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through  targeted  surveys  and  site  visits,  to  provide  a  systematic  assessment  of  the  implications  of  market  reforms 
for  the  private  sector  and  for  the  Medicare  and  Medicaid  programs. 

The  Commission  is  considering  a  number  of  additional  projects  related  to  managed  care.  These  include 
surveying  plans  on  the  feasib'lity  of  alternative  methods  to  improve  Medicare  payment  policy  and  to  address 
risk  selection;  surveying  beneficiaries  enrolled  in  managed  care  plans  about  access  and  satisfaction  as  well  as 
the  factors  that  affect  their  willingness  to  join  an  HMO;  gathering  data  on  use  of  telemedicine  in  managed  care; 
and  learning  more  about  the  processes  used  by  these  organizations  to  make  decisions  to  cover  new  or 
experimental  services.  Surveys  of  Medicaid  programs  about  methods  for  setting  capitation  rates  and  of  rural 
managed  care  plans  will  provide  information  to  assess  the  potential  role  of  managed  care  in  serving  the 
underserved. 

The  Commission  has  also  benefitted  from  drawing  on  the  judgment  of  experts  who  can  help  solve  difficult 
policy  questions  or  guide  the  Commission's  analyses.  It  plans  to  convene  expert  panels  to  focus  work  on  the 
changing  market,  to  broaden  understanding  of  the  relationships  between  managed-care  plans  and  physicians, 
and  to  explore  how  to  facilitate  use  of  practice  guidelines.  It  will  also  consult  a  panel  of  physicians  concerning 
clinical  indicators  of  access  that  can  be  used  with  Medicare  claims  to  detect  access  changes  for  beneficiaries  with 
specific  medical  problems. 

The  Commission's  proposed  budget  for  FY  1996  reflects  its  effort  to  restrain  costs  while  ensuring  adequate 
funding  to  carry  out  an  ambitious  work  plan.  Given  the  importance  the  Congress  has  placed  on  reforms  in 
Medicare  and  Medicaid,  and  the  analytic  support  required  to  design  the  changes  needed,  the  Commission  looks 
forward  to  a  productive  year  assisting  the  Congress. 
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JOHN  M.  EISENBERG,  M.D.,  M.B.A.,  is  chairman  of  the  Department  of  Medicine, 
physician-in-chief,  and  Anton  and  Margaret  Fuisz  Professor  of  Medicine  at  Georgetown 
University  Medical  Center.  He  is  a  graduate  of  the  Washington  University  School  of  Medicine, 
St.  Louis.  After  a  residency  in  internal  medicine  at  the  Hospital  of  the  University  of 
Pennsylvania,  Dr.  Eisenberg  was  a  Robert  Wood  Johnson  Foundation  Clinical  Scholar  and 
earned  a  master's  of  business  administration  degree  at  the  Wharton  School.  He  served  as  chief 
of  the  Division  of  General  Internal  Medicine  at  the  University  of  Pennsylvania  from  1978  to 
1992  and  was  Sol  Katz  Professor  of  General  Internal  Medicine.  Dr.  Eisenberg,  a  member  of 
the  Physician  Payment  Review  Commission  since  1986,  was  named  chairman  in  1993.  Dr. 
Eisenberg  is  also  director  of  the  Robert  Wood  Johnson  Foundation  Generalist  Physician  Faculty 
Scholars  program.  He  served  as  president  of  the  Society  for  General  Internal  Medicine  and  vice 
president  of  the  Society  of  Medical  Decision  Making.  He  was  the  first  physician  to  be  president 
of  the  Association  for  Health  Services  Research.  Dr.  Eisenberg  has  been  a  member  of  the  Board 
of  Regents  of  the  American  College  of  Physicians  and  was  on  the  board  of  the  Association  of 
Program  Directors  in  Internal  Medicine.  From  1986  to  1993,  he  was  on  the  board  of  directors 
of  the  American  Board  of  Internal  Medicine,  and  was  elected  to  its  Executive  Committee  for 
1992-1993.  He  is  an  elected  member  in  numerous  honorary  professional  societies  and,  in  1993, 
was  named  Distinguished  Internist  of  the  Year  by  the  American  Society  of  Internal  Medicine. 
He  has  also  received  the  Alumni  Achievement  Award  from  the  Wharton  School's  Health  Care 
Administration  Program.  Dr.  Eisenberg  has  been  a  consultant  to  and  member  of  editorial  boards 
of  several  major  medical  and  health  policy  journals.  He  has  published  more  than  200  articles 
and  book  chapters  on  topics  such  as  physicians'  practices,  test  use  and  efficacy,  medical 
education,  and  clinical  economics.  In  addition,  Dr.  Eisenberg  is  the  author  of  Doctors' 
Decisions  and  the  Cost  of  Medical  Care  and  a  coauthor  of  Paying  Physicians. 

LAUREN  B.  LeROY,  Ph.D.,  became  acting  executive  director  in  January  1995;  she  has  served 
as  deputy  director  since  the  Commission's  inception.  Before  coming  to  the  Commission,  Dr. 
LeRoy  was  associate  director  of  the  Commonwealth  Fund  Commission  on  Elderly  People  Living 
Alone.  She  spent  12  years  at  the  Institute  for  Health  Policy  Studies,  University  of  California, 
San  Francisco,  where  she  became  assistant  director  and  the  director  of  the  Institute's  Washington 
office.  She  also  served  as  an  analyst  working  on  health  issues  in  the  Department  of  Health, 
Education,  and  Welfare.  Dr.  LeRoy's  research  interests  and  published  work  have  focused  on 
physician  payment  reform,  physician  training  and  practice,  the  nurse  labor  market,  and  health 
care  for  the  elderly.  She  is  a  member  of  the  National  Academy  of  Social  Insurance  and  serves 
on  the  Association  for  Health  Services  Research/Health  Administration  Press  editorial  board. 
She  received  her  doctorate  in  social  policy  planning  from  the  University  of  California,  Berkeley. 
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Mr.  BONILLA.  Thank  you,  Dr.  Eisenberg.  I  am  going  to  elaborate 
a  little  more  on  one  of  the  points  you  made  and  that  is  asking  for 
a  decrease  in  your  budget,  which  is  unheard  of  in  this  town.  I  think 
that  is  incredibly  admirable  that  you  have  taken  steps  to  try  to 
streamline,'  and  you  mentioned  computer  services  that  have  helped 
you  drive  costs  down  as  well.  That  is  commendable  and  we  will 
talk  about  that  a  little  more  in  a  couple  of  minutes. 

Dr.  Altman,  we  would  be  pleased  to  hear  from  you  at  this  time. 

Opening  Statement— ProPAC 

Dr.  Altman.  Thank  you  very  much.  Well,  ProPAC  is  the  senior 
of  the  two  commissions.  We  were  started  in  1983  when  Medicare 
passed  the  PPS  or  the  DRG  system  as  it  is  known,  which  changed 
fundamentally  the  way  Medicare  pays  hospitals.  It  turned  out  to  be 
a  very  complicated  system,  probably  the  most  complicated  payment 
system  the  world  has  ever  seen.  The  Congress,  in  the  final  hours 
of  passing  it  decided  that  it  needed  an  independent  body  to  help 
it  think  through  these  issues,  and  we  are  really  a  unique — we  had 
been  a  unique  institution  until  PPRC  was  formed,  so  both  of  us 
really  collectively  are  quite  different  than  anything  else.  We  really 
work  for  you  and  for  the  other  committees. 

We  were  set  up  originally  with  15  members.  Now  we  have  17. 
About  three-quarters  of  the  total  Medicare  budget,  which  is  about 
$180  billion  this  year,  flows  through  our  review.  We  worry  about 
inpatient  hospital  care,  all  hospital  outpatient  care,  renal,  home 
health  care,  and  skilled  nursing  facilities.  Our  job  is  to  advise  the 
Congress  on  what  the  update  should  be  each  year  for  how  Medicare 
pays  hospitals,  whether  there  should  be  structural  changes  in  the 
DRG  system,  how  Medicare  should  pay  for  outpatient  care.  We 
have  recently  gotten  very  heavily  involved  in  the  renal  issue, 
whether  renal  dialysis  should  be  receiving  updates  or  not. 

We  have  two  reports  that  we  issue  every  year.  One  is  legislated 
by  Congress,  which  is  our  March  report  which  we  have  just  submit- 
ted. And  by  the  way,  I  want  to  introduce  Dr.  Donald  Young,  who 
is  our  Executive  Director  and  a  real  doctor,  as  opposed  to  me.  As 
a  result  of  his  commitment  to  being  on  time,  we  have  issued  every 
one  of  our  reports — I  am  an  economist.  I  think  big  thoughts  and 
don't  always  make  it,  but  he  does,  and  as  a  result,  we  have  man- 
aged to  always  get  our  reports  in  on  time. 

So  we  issue  this  first  report  in  March  of  every  year,  which  again, 
goes  to  the  Ways  and  Means  Committee  and  to  the  Finance  Com- 
mittee, and  we  usually  testify  as  a  result  of  that  around  March  1st, 
as  we  did  this  year  about  what  should  happen  to  hospital  care. 

And  then  the  second  report  was  a  result  of  this  committee.  They 
wanted  to  understand,  your  committee,  wanted  to  understand  what 
impact  this  new  payment  system  was  having  on  our  total  health 
care  system,  not  just  Medicare,  so  in  June  we  issue  a  broader  re- 
port which  focuses  on  health  care  in  America,  and  the  PPS  system. 

Now,  we  were  started  in  1983.  At  that  time,  Medicare  was  in  se- 
rious trouble.  It  was  financially  close  to  bankruptcy.  The  govern- 
ment was  in  a  state  of  panic.  It  put  in  a  new  system  that  had  never 
been  tried  before,  and  therefore,  we  were  set  up.  And  as  a  result 
of  that,  plus  the  introduction  of  the  RBRVS  system  that  John 
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Eisenberg  talked  about,  Medicare's  program  expenditures  slowed 
down  and  the  pressure  was  relieved. 

But  in  the  last  three  years,  Medicare  expenditures  are  now  grow- 
ing significantly  faster  again  than  the  private  sector.  The  trust 
fund  is  now  under  as  much  pressure  as  it  was  back  in  the  early 
1980s,  and  we  believe,  and  I  think — I  know  personally  that  I  be- 
lieve strongly  that  you  probably — you  do  need  some  group  like 
ProPAC  as  much  today  as  you  did  in  1983,  and  I  hope  when  you 
talk  to  other  committees,  the  committees  which  we  deal  with  like 
Ways  and  Means  Committee  and  Commerce,  you  would  realize  that 
what  I  am  saying  is  true. 

Now,  in  my  testimony,  which  I  will  give — you  have  it  and  I  am 
sure  your  staff  has  read  it,  we  go  through  in  detail  what  our  sense 
is  of  what  is  driving  Medicare  inflation  and  I  won't  go  into  it  now, 
other  than  to  say  that  as  much  as  we  can  control  prices,  which  gov- 
ernment is  capable  of  doing,  the  big  growth  item  is  volume  of  serv- 
ices. 

The  big  growth  is  in  home  care,  is  in  skilled  nursing  facilities, 
it  is  in  the  number  of  outpatient  visits,  which  does  cry  for  a  dif- 
ferent approach  over  time  to  Medicare;  We  are  strongly — or  I  am 
personally  strongly  in  support  of  moving  towards  managed  care, 
but  I  think  one  has  to  realize  that  for  the  foreseeable  future,  most 
of  the  money  of  Medicare,  the  $180  billion,  will  be  in  this  modified 
fee-for-service  basis.  Therefore,  as  you  think  long  term  about  man- 
aged care,  which  you  should  worrying  about  deficits,  you  can't  ig- 
nore the  fact  that  most  of  the  savings  that  you  are  going  to  need 
will  have  to  come  from  the  Medicare  fee  for  service  program. 

We  have  prided  ourselves  as  being  an  honest  broker,  trying  to 
advise  the  Congress,  trying  to  advise  the  American  people  on  how 
our  medical  system  is  operating,  and  we  have  operated  to  do  that. 

Our  Commission  has  expanded.  We  originally  had  15  members, 
but  now  we  have  17  because  the  rural  hospitals  in  this  country 
were  really  hard  hit  by  the  DRG,  and  the  Congress,  as  a  result  of 
that,  expanded  ProPAC  to  include  three  new  members  from  rural 
areas.  So  we  have  17  members. 

We  have  also  maintained  our  budget,  and  actually  while  our  re- 
ductions are  not  as  significant  as  PPRC,  we  did  reduce  our  budget 
request  by  $11,000  from  last  year.  We  are  asking  for  a  budget  of 
about  $4.6  million.  Since  ProPAC  started,  we  have  tried  to  keep 
our  growth  rate  at  around  3  percent  or  less,  which  is  less  than  in- 
flation. As  I  indicated,  our  responsibilities  have  expanded  manyfold 
since  the  beginning. 

We  have  a  staff  of  25,  which  is  authorized  by  Congress,  and  that 
is  where  most  of  our  budget  goes.  But  in  addition,  we  use  a  very 
extensive  computer  operation  to  do  this  analysis.  We  provide  the 
various  committees  with  analysis  of  how  hospitals  operate,  what  is 
happening  to  margins,  what  is  happening  to  inpatient  care,  and  so 
our  second  biggest  item  is  our  computer  budget,  which  is  what  al- 
lows us  to  do  the  work  for  the  committees. 

Next  year  that  budget  will  be  $1,175  million.  We  use  the  House 
computer  facilities.  We  use  GSA  for  our  housing  and  for  all  of  our 
administrative  work.  And  for  our  computer  software,  we  have  man- 
aged to  make  substantial  savings  and  we  are  now  spending  about 
$600,000. 
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So  as  we  sort  of  look  to  what  is  going  on,  we  are  essentially  there 
to  help  you  and  to  help  the  other  committees,  and  in  the  last  three 
months,  as  you  have  been  so  busy,  we  have  testified  three  times. 
I  have  been  down  here  once  or  twice  a  week. 

I  supposedly  have  a  full-time  position  at  Brandeis,  but  I  have 
found  my  time  here  more  important.  We  have  been  working  very 
closely  with  the  new  majority  and  we  are  proud  of  the  fact  that 
most  people  think  of  us  as  a  nonpartisan  analytical  group,  and 
hopefully  as  you  review  our  request,  and  I  know  it  is  tough  in  these 
budget  times,  you  will  feel  that  what  we  do  is  important  for  you 
and  for  the  American  people.  Thank  you. 

[The  prepared  statement  and  biography  of  Dr.  Stuart  Altman  fol- 
low:] 
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Good  afternoon,  Mr.  Chairman.   I  am  Stuart  Altman,  the  Chairman  of  the 
Prospective  Payment  Assessment  Commission.   I  am  joined  by  Dr.  Donald  Young,  the 
Commission's  Executive  Director.   I  am  pleased  to  be  here  today  to  describe 
ProPAC's  work  and  to  present  our  appropriation  request  for  fiscal  year  1996. 

COMMISSION  RESPONSIBILITIES 

The  Commission  was  created  in  1983  to  serve  the  analytic  and  information  needs 
of  the  Congress  and  to  provide  objective  judgment  from  a  knowledgeable  group  of 
citizens.  The  Commission  is  composed  of  physicians,  nurses,  and  other  individuals 
with  expertise  in  hospital  and  other  health  care  facility  management,  third-party 
payment— including  managed  care,  health  care  economics,  and  health  services 
research.  The  membership  of  the  Commission  also  reflects  a  broad  geographic 
representation,  including  urban  and  rural  areas. 

Initially,  our  responsibilities  were  limited  to  the  Medicare  hospital  Prospective 
Payment  System  (PPS).  Over  the  years,  however,  the  Congress  has  expanded  our 
mandate  to  include  all  Medicare  inpatient  and  outpatient  hospital  services,  skilled 
nursing  facility,  home  health,  ESRD  dialysis  facility  care,  and  Medicaid  hospital 
payment.  At  the  time  ProPAC  was  created,  Medicare  spending  for  these  items  was 
growing  very  rapidly,  the  trust  funds  were  approaching  bankruptcy,  and  the  Congress 
was  enacting  a  new  way  to  pay  hospitals  to  slow  the  rise  in  expenditures.  Congress 
was  especially  interested  in  creating  an  alternative  source  of  accurate  and  timely  data 
and  advice  to  help  it  enact  and  update  the  changes  in  Medicare  policies  it  desired.  As 
I  will  describe  in  a  few  moments,  the  actions  of  Congress  in  the  early  and  mid  1980s 
were  effective  in  slowing  the  rise  in  Medicare  spending.  Recently,  however,  spending 
growth  has  again  accelerated. 
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I  believe  the  circumstances  that  led  Congress  to  create  ProPAC  in  1983  are  similar 
to  the  situation  today.   Medicare  program  spending  is  again  growing  rapidly,  with 
outlays  of  $176  billion  expected  in  1995.  About  two  thirds  of  this  spending  is  for 
facility  services  within  ProPAC's  mandate.  The  Congress  is  again  considering  large 
cuts  in  spending  growth  in  the  short-term,  as  well  as  fundamental  changes  in  the 
Medicare  program  over  the  long-term.  The  policies  that  determine  Medicare  spending 
growth,  as  well  as  the  distribution  of  the  funds  across  providers  and  geographic  areas, 
are  very  complex  and  generate  substantial  interest  among  the  public  and  the  specific 
sectors  affected.  To  accomplish  its  goals,  the  Congress  needs  to  have  good 
information  to  modify  this  politically  sensitive  program.   I  am  confident  that  when  you 
speak  to  the  relevant  committees,  they  would  agree  that  ProPAC  has  provided  the 
timely  information  requested  by  the  Congress.   I  am  especially  proud  that  we  have 
submitted  every  report  on  or  before  its  due  date,  and  that  our  findings  are  widely 
regarded  as  technically  sound,  and  an  important  contribution  to  the  deliberations  of 
Congress. 

The  need  for  relevant  information  and  objective  analysis  and  advice  also  has 
increased  in  recent  years,  as  the  various  interest  groups  have  become  very 
sophisticated  in  presenting  data  to  bolster  their  positions  before  Congress.  This 
technique  was  especially  prominent  during  the  debate  on  health  care  reform.  On 
many  occasions,  committee  staff  turned  to  ProPAC  to  help  evaluate  the  alternative 
proposals  and  supporting  information. 

As  you  are  aware,  Mr.  Chairman,  the  Commission  is  an  unusual  organization. 
Although  we  are  an  independent  agency  of  the  Congress,  we  obtain  our  annual 
appropriation  through  the  Executive  branch  appropriations  process  since  our  funding 
comes  from  the  Medicare  trust  funds.  We  also  differ  from  other  agencies  in  that  the 
Commission's  authority  resides  with  its  public  members,  rather  than  full-time 
government  employees.  The  members  are  appointed  for  three  year  terms  by  the 
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Congressional  Office  of  Technology  Assessment  (OTA),  following  extensive 
consultation  with  the  appropriate  committees  of  Congress. 

Our  responsibilities,  including  the  reports  we  submit  to  Congress,  are  determined 
by  statute  and  by  requests  from  committees,  especially  the  House  Ways  and  Means 
Committee  and  the  Senate  Finance  Committee.  In  addition  to  our  reports,  we 
frequently  testify  before  Congress  concerning  Medicare's  payment  policies.  We  also 
meet  regularly  with  the  staff  of  these  and  other  committees  to  provide  information  on 
proposals  they  are  considering.  These  activities  have  been  particularly  intense  in  the 
past  three  months  as  various  committees  have  used  the  Commission's  extensive  data 
resources  and  analytic  capabilities  to  develop  briefing  materials  for  members  and  to 
help  identify  ways  to  slow  the  growth  in  Medicare  spending. 

CURRENT  WORK 

We  recently  submitted  our  annual  Report  and  Recommendations  To  The 
Congress,  March  1,  1995.  We  also  have  testified  before  the  Health  Subcommittee  of 
the  Ways  and  Means  Committee  twice  in  recent  weeks  in  regard  to  ways  to  slow  the 
rise  in  Medicare  spending.  We  are  now  preparing  our  annual  report  to  Congress  on 
Medicare  And  The  American  Health  Care  System.  This  report  was  developed  based 
on  the  request  of  this  Subcommittee.  In  the  report,  we  will  present  the  first 
comprehensive  evaluation  of  differences  in  Medicare  per  enrollee  spending  at  the 
state  level.  We  also  will  describe  factors  that  may  account  for  differences  in 
expenditures  across  states,  including  the  growth  in  managed  care.  This  information 
should  be  valuable  to  the  Congress  as  it  attempts  to  shift  Medicare  from  its  traditional 
fee-for-service  basis  to  capitation  and  other  more  market  oriented  policies. 

I  anticipate  that  our  work  in  the  next  several  months  will  focus  on  improving 
Medicare's  current  facility  policies  at  the  growth  levels  the  Congress  and  the  President 
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determine.  We  have  developed  the  analytic  capacity  to  help  Medicare  strengthen  its 
managed  care  option,  and  to  provide  data  and  assistance  to  the  Congress  as  it 
considers  more  fundamental  changes  in  the  program.   Our  specific  work  agenda, 
however,  will  be  determined  by  the  needs  of  the  appropriate  Congressional 
committees. 

RECENT  TRENDS  IN  MEDICARE  SPENDING 

I  would  like  to  turn  now,  Mr.  Chairman,  to  some  of  the  factors  accounting  for  the 
growth  in  Medicare  expenditures.    The  Medicare  population  is  growing  faster  than  the 
general  population,  and  about  20  percent  of  this  growth  can  be  accounted  for  by  more 
beneficiaries  and  their  increased  age.  Inflation  in  the  general  economy,  as  well  as 
additional  growth  in  the  price  of  medical  goods  and  services  providers  purchase,  also 
contributes  to  the  escalation  in  spending.   But  there  is  one  other  dominant  factor: 
much  of  the  recent  acceleration  in  expenditures  is  due  to  more  Medicare  beneficiaries 
receiving  more  and  more  services  each  year.  Medicare  continues  to  be  predominantly 
a  fee-for-service  payment  system,  and  for  many  services  the  beneficiary  pays  little  or 
nothing  for  additional  care.  This  payment  method  provides  strong  incentives  for 
physicians  and  other  providers  to  furnish  more  services  and  for  beneficiaries  to  seek 
such  services. 

As  you  can  see  in  Chart  1,  between  1979  and  1983  real  Medicare  spending  per 
enrollee — that  is,  adjusted  for  inflation — was  growing  at  an  annual  rate  of  7.6  percent, 
more  than  one  percentage  point  faster  than  private  health  insurance  expenditures.  As 
I  noted  earlier,  this  growth  slowed  dramatically  with  the  implementation  of  the 
Medicare  prospective  payment  system  (PPS)  and  other  changes  enacted  by 
Congress,  and  for  the  remainder  of  the  1980s  Medicare  spending  per  enrollee  grew 
more  slowly  than  private  insurance  expenditures  per  member.   Between  1991  and 


1098 


1993,  the  pattern  again  reversed  as  annual  real  Medicare  expenditures  per  enrollee 
accelerated  to  6.5  percent,  almost  2  percentage  points  faster  than  the  private  sector. 

The  recent  rise  in  Medicare  spending  differs  substantially  across  types  of  providers 
and  services.  Although  hospital  inpatient  care  and  physician  services  account  for 
about  75  percent  of  all  Medicare  payments  (Chart  2),  spending  for  these  services  is 
increasing  less  rapidly  than  for  other  services.  As  you  can  see,  real  per  enrollee 
spending  for  home  health  is  rising  over  30  percent  a  year  and  nursing  home  care 
almost  40  percent  a  year  (Chart  3).  As  I  will  discuss  in  a  moment,  increases  in  the 
number  of  services  furnished  to  beneficiaries  are  a  major  contributor  to  this  spending 
growth.   But  first,  I  would  like  to  briefly  review  the  effects  of  the  Medicare  prospective 
payment  system  on  hospital  per  case  payments  and  costs. 

HOSPITAL  COSTS  AND  PAYMENTS 

PPS  gave  the  Congress  a  strong  tool  to  control  the  increase  in  Medicare  per  case 
payments  to  hospitals  (Chart  4).   Since  1986,  these  payments  have  increased  slightly 
faster  than  the  rise  in  the  market  basket  index  that  measures  the  rate  of  inflation  in  the 
prices  of  goods  and  services  hospitals  purchase.  Until  recently,  however,  hospital 
costs  were  growing  even  faster  than  payments.  As  a  result,  beginning  in  1990  the 
revenue  received  from  Medicare  was  less  than  the  cost  of  care  (PPS  margins  became 
negative).  Hospitals  have  regularly  complained  about  their  losses  from  PPS  and  their 
need  to  obtain  added  revenue  from  private  payers  to  make  up  for  losses  from 
government  payers  and  the  uninsured.  This  has  become  known  as  cost  shifting. 
They  also  have  commissioned  studies  projecting  further  declines  in  their  PPS  margins, 
which  they  use  in  support  of  their  argument  for  higher  Medicare  payments. 

But,  rather  than  continuing  to  decline  as  anticipated,  hospital  PPS  margins  turned 
positive  in  1993  (Chart  5).  The  reason  for  the  improvement  was  not  a  change  in 
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Medicare's  payment  policies,  but  a  dramatic  decline  in  the  annual  change  in  hospital 
cost  per  adjusted  admission  (Chart  6).   Until  recently,  instead  of  reducing  costs  as 
Medicare  (and  Medicaid)  constrained  payments,  hospitals  responded  by  increasing 
revenues  from  private  payers.  Cost  growth,  however,  began  to  slow  in  late  1992  as 
increasing  price  competition  in  the  health  care  market  place  affected  the  ability  of 
many  hospitals  to  obtain  excess  revenues  from  private  payers  to  subsidize  losses 
from  government  programs  and  the  uninsured.   Many  hospitals  are  responding  to 
these  market  pressures  by  reducing  costs. 

As  we  indicated  in  our  recent  testimony  to  the  Ways  and  Means  Health 
Subcommittee,  this  dramatic  decline  in  cost  growth  needs  to  be  factored  into 
Medicare's  annual  hospital  update  decisions.  As  hospital  cost  growth  slows, 
Medicare's  PPS  updates  should  follow  it  down.   In  our  testimony,  we  also  described 
other  options  the  Congress  can  consider  to  slow  the  rise  in  Medicare  expenditures. 

I  also  would  like  to  note,  Mr.  Chairman,  that  ProPAC  is  tracking  this  cost 
information  on  a  monthly  basis  and  keeping  the  appropriate  committee  staff  informed. 
This  kind  of  information  is  not  otherwise  readily  available  to  the  Congress. 

HOME  HEALTH  AND  SKILLED  NURSING  FACILITY  SPENDING 

Home  health  and  skilled  nursing  facility  services  are  the  fastest  growing  spending 
categories  in  the  Medicare  program.   Over  the  past  several  years,  Congress  has 
attempted  to  rein  in  spending  for  these  cost-based  programs  by  reducing  cost  limits 
and  the  annual  increases  in  these  limits.   Consequently,  Medicare  payment  per  visit  or 
per  day  generally  has  been  controlled.   Spending,  however,  continues  to  grow  rapidly. 
The  major  reason  for  the  rise  in  home  health  expenditures  is  seen  in  Chart  7. 
Between  1980  and  1994,  the  number  of  Medicare  enrollees  receiving  home  health 
care  services  increased  more  than  four  fold.   Further,  since  1987  the  number  of  home 
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visits  per  person  served  has  almost  tripled.  There  are  similar  increases  in  the 
utilization  of  skilled  nursing  facility  services.   In  1 987,  nine  Medicare  enrollees  per 
1,000  received  SNF  care.   By  1994,  25  of  every  1,000  enrollees  used  these  services 
(Chart  8).   ProPAC  also  believes  that  SNF  spending  is  growing  due  to  a  recent 
acceleration  in  the  use  of  ancillary  services.  We  are  currently  examining  this  topic  and 
will  provide  our  findings  to  the  Congress  in  time  for  consideration  in  this  year's 
legislative  cycle. 

MANAGED  CARE 

The  changes  in  the  Medicare  program  that  Congress  enacted  over  the  past 
decade  generally  have  slowed  the  rise  in  spending  per  unit  of  service  furnished  in 
most  settings.   Much  of  the  remaining  growth  in  spending  is  due  to  increases  in 
service  use  inherent  in  Medicare's  fee-for-service  policies.   While  some  of  this  growth 
can  be  slowed  by  tightening  up  current  policies,  other  approaches  are  necessary  in 
the  long  term.  Increasingly,  private  sector  payers  are  turning  to  managed  care  as  a 
way  of  controlling  their  rising  health  care  expenditures. 

Medicare  offers  beneficiaries  the  option  of  enrolling  in  a  risk-based  managed  care 
plan  that  is  similar  to  private  sector  managed  care.  A  small  proportion  of  the  Medicare 
population,  however,  is  enrolled  in  these  plans  (Chart  9).  If  appropriately  structured, 
the  Medicare  risk  program  has  the  potential  to  reduce  Medicare  spending.  Medicare 
pays  plans  95  percent  of  the  average  per  capita  fee-for-service  payment  in  a  local 
area.  The  approach  controls  the  volume  of  services  because  Medicare  pays  a  fixed 
amount  for  each  enrollee,  regardless  of  the  number  or  type  of  services  furnished. 

Under  current  law,  however,  Medicare  may  be  paying  too  much  for  its  managed 
care  program.   Studies  of  the  risk  contracting  program  to  date  indicate  that  Medicare 
savings  have  not  been  realized.  The  reasons  are  complicated,  but  relate  to  the 
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methodology  used  by  Medicare  to  pay  managed  care  plans  (including  the  absence  of 
an  adequate  way  to  measure  risk  and  set  appropriate  levels  for  the  capitated  rates) 
and  the  ability  of  plans  to  enroll  healthier  individuals.  In  addition,  the  requirement  that 
all  Medicare  beneficiaries  be  allowed  to  disenroll  from  a  plan  with  30  days  notice 
opens  the  possibility  that  enrollees  will  stay  in  a  plan  until  they  get  really  sick  and  then 
switch  to  the  fee-for-service  system  to  obtain  maximum  flexibility  to  choose  their 
providers.  This  legal  mandate  also  impairs  the  continuity  of  care  offered  by  a  plan. 
ProPAC  is  currently  analyzing  a  number  of  these  issues,  and  we  will  provide  our 
findings  to  you  as  they  continue  to  emerge. 

FISCAL  YEAR  1996  APPROPRIATION  REQUEST 

For  fiscal  year  1996,  ProPAC  is  requesting  an  appropriation  of  $4,656,000,  a 
reduction  of  $11,000  from  our  1995  amount.   Since  1988,  ProPAC's  spending  has 
increased  at  an  annual  rate  of  only  3.0  percent,  less  than  economy-wide  inflation. 
During  this  time,  Congress  greatly  expanded  our  responsibilities.  Our  budget  request 
for  fiscal  year  1996,  however,  reflects  only  inflation-related  increases  in  salaries  and 
benefits  (Chart  10).  These  increases  are  more  than  offset,  however,  by  spending 
reductions  in  other  categories. 

The  major  item  in  our  budget  is  staff  salaries  and  benefits.  By  statute,  the 
Commission  can  employ  an  Executive  Director  and  up  to  25  full-time  equivalent  staff. 
The  law  also  requires  that  ProPAC  follow  the  personnel  policies  of  the  U.S.  Senate. 
Our  budget  request  reflects  only  likely  government-wide  comparability  pay  increases. 
The  Commission's  staff  is  responsible  for  completing  the  complex  analytic  studies  that 
produce  the  information  that  forms  the  basis  for  the  Commission's  recommendations, 
reports,  and  testimony.  The  staff  also  prepares  background  and  briefing  materials  for 
Congressional  committees  and  regularly  consults  with  committee  staff. 
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The  other  large  budget  item  is  for  computer  programming  and  the  use  of  the 
mainframe  computer.  We  use  the  computer  resources  of  the  U.S.  House  of 
Representatives  (HIS).  We  are  requesting  $1,175,000  for  these  activities.  Our 
spending  in  this  area  has  increased  in  recent  years  as  the  Congress  expanded  our 
responsibilities.  The  analyses  we  undertake  to  provide  timely  and  relevant  information 
to  Congress  are  complex  and  require  very  large  data  bases.  As  our  use  of  the 
mainframe  computer  grew,  however,  we  were  able  to  improve  our  efficiency  and  to 
negotiate  a  better  price  with  HIS.  We  also  changed  our  software  development 
contractor.  Consequently,  we  believe  we  will  be  able  to  maintain  our  level  of 
mainframe  computer  use  in  FY  1996  while  reducing  our  budget  by  about  $60,000. 

The  remaining  portions  of  our  budget  include  the  funding  necessary  for  payment  of 
Commissioners  for  travel  and  time  spent  on  Commission  business;  for  facilities, 
supplies,  equipment,  and  travel;  for  communications  with  the  public,  including 
maintenance  of  mailing  lists,  publication  of  reports,  expenses  required  by  open 
meetings  of  the  Commission,  and  for  other  administrative  expenses  associated  with 
facilitating  the  work  of  the  Commission.  The  General  Services  Administration  (GSA), 
under  contract  to  ProPAC,  provides  personnel,  payroll,  and  accounting  services.  GSA 
also  arranges  on  our  behalf  for  office  space,  telecommunications  services,  and  travel 
services  at  government  contract  rates. 

We  also  contract  with  outside  organizations  and  individuals  to  provide  a  detailed 
quantitative  information  base  for  Commissioners  to  use  in  formulation  of 
recommendations  and  reports.  One  of  the  projects  we  are  currently  completing 
examines  strategies  states  are  using  in  their  Medicaid  managed  care  programs  to 
assure  access.  The  report  will  present  information  gathered  from  both  state  Medicaid 
agencies  and  Medicaid  managed  care  contractors.  We  are  also  developing  a  project 
to  examine  payments  to  hospitals  for  the  care  furnished  to  enrollees  under  the 
Medicare  risk  contracting  program.  A  listing  of  our  recent  extramural  data 
development  and  research  projects  is  included  in  our  budget  justification. 
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Finally,  Mr.  Chairman,  I  am  aware  that  Congress  and  this  Subcommittee  are 
committed  to  reducing  this  nation's  deficit  and  improving  the  operation  of  the  Federal 
government.   To  do  so,  you  must  examine  all  the  programs  within  your  jurisdiction  and 
make  difficult  trade-offs.   In  considering  ProPAC's  appropriation  request,  I  hope  you 
will  consider  our  contributions  to  the  Congress  as  it  moves  to  rein  in  Medicare 
expenditure  growth  and  implement  fundamental  changes  for  the  future.  These 
activities  will  attract  a  lot  of  attention  and  will  require  data  and  information  to  balance 
many  competing  claims.  The  Department  of  Health  and  Human  Services,  and  other 
components  within  the  Administration,  have  strong  research  and  analytic  capabilities  to 
bolster  their  positions.  Many  interest  groups  have,  or  can  purchase  from  consulting 
firms,  such  expertise  to  develop  information  to  support  their  views. 

For  1 1  years,  ProPAC  has  served  the  needs  of  the  Congress  for  timely  and 
relevant  data  and  recommendations  to  develop  its  policies  and  to  evaluate 
Administration  policies  and  information  furnished  by  special  interests.  I  believe  the 
Congress  needs  its  own  source  of  information  it  can  trust  today,  as  much  as  at  any 
time  since  ProPAC  was  created.  ProPAC's  appropriation  request  of  about  $4.7  million 
is  a  small  investment  to  help  you  balance  the  needs  of  Medicare  beneficiaries  for 
quality  health  care  with  the  constraints  needed  to  reduce  the  deficit.  I  am  also  sure 
we  can  be  helpful  to  the  Congress  as  it  decides  how  to  restructure  a  program  that  will 
spend  almost  $200  billion  in  fiscal  year  1996.  In  making  your  difficult  decisions  among 
budget  requests  from  competing  programs,  I  hope  you  will  consider  the  value  of  the 
contributions  we  can  make  to  assist  the  Congress  achieve  its  goals. 

This  completes  my  formal  testimony.  I  would  be  pleased  to  answer  any  questions 
you  have. 
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Prospective  Payment  Assessment  Commission 


Chart  1.  Real  Annual  Change  in  Medicare  Expenditures  Per 
Enrollee  and  Private  Health  Insurance  Per  Member, 
1979-1993  (In  Percent) 


Q  Medicare 

■  Private  health  insurance 
7.6 


1979-1983  1983-1987  1987-1991  1991-1993 

Years 

SOURCE:  ProPAC  analysis  of  data  Irom  the  Health  Care  Financing  Administration,  Office  of  the  Actuary. 
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Chart  2. 


Medicare  Benefit  Payments,  by  Sector,  1991  and  1993 
(In  Millions) 


1991 
Expenditures 

1993 

Annual 

Sector 

Expenditures 

Share  of 
Total 

Change 
1991-1993 

Total  Medicare  benefits 

$120,497 

$151,101 

100.0% 

11.8% 

Hospital  inpatient 

65,123 

79,012 

52.3 

10.1 

Hospital  outpatient 

8,342 

10,897 

7.2 

14.3 

Physician 

31,380 

34,817 

23.0 

5.3 

Home  health 

5,695 

10,862 

7.2 

38.1 

Nursing  home 

2,859 

6,124 

4.1 

46.4 

Other 

7,096 

9,388 

6.2 

15.0 

SOURCE:  ProPAC  analysis  o(  data  from  the  Health  Care  Financing  Administration,  Office  of  the  Actuary. 
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Chart  3.   Real  Average  Annual  Growth  Rates  Per  Enrollee  for 
Selected  Medicare  Services,  1987-1993  (In  Percent) 


1987-1991 
1991-1993 


5.9 


Hospitals* 


2.7 

~]    0.3 


Physicians  Nursing  Home         Home  Health 

Care 


*  Includes  both  inpatient  and  outpatient  services. 

SOURCE:  ProPAC  analysis  of  data  from  the  Health  Care  Financing  Administration,  Office  of  the  Actuary. 
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Prospective  Payment  Assessment  Commission 


Chart  4.  Annual  Increase  in  Actual  Market  Basket  and  PPS 

Payments  and  Costs  Per  Case,  First  Nine  Years  of  PPS 


■  Actual  market  basket 

•  PPS  payments  per  case 

♦  PPS  costs  per  case 


1990         1991         1992 


1984  1985  1986         1987         1988  191 

PPS  Year 

SOURCE:  ProPAC  analysis  of  Medicare  Cost  Report  data  from  the  Health  Care  Financing  Administration. 
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Prospective  Payment  Assessment  Commission 


Chart  5.  PPS  Margins  for  All  Hospitals,  First  Ten  Years  of 
PPS 


i 1 r 

1984      1985      1986      1987      1988      1989      1990      1991      1992      1993 
PPS  Year 
SOURCE:  ProPAC  analysis  of  Medicare  Cost  Report  data  from  the  Health  Care  Financing  Administration. 
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Chart  6.    Annual  Change  in  Hospital  Cost  Per  Adjusted 
Admission 
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Note:  Value  for  January  to  September  1994  compared  with  same  months  in  1993. 
SOURCE:  American  Hospital  Association  National  Hospital  Panel  Survey. 
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Chart  7.    Medicare  Home  Health  Care  Utilization, 
1980-1994 


Persons  Served 

Visits 

Per 

Per 

Number 

1,000 

Number 

Person 

Year 

(In  Thousands) 

Enrollees 

(In  Thousands) 

Served 

1980 

726 

26 

16,322 

22.5 

1981 

948 

34 

22,688 

23.9 

1982 

1,154 

40 

30,628 

26.5 

1983 

1,318 

45 

36,898 

28.0 

1984 

1,498 

50 

40,422 

27.0 

1985 

1,549 

51 

39,449 

25.5 

1986 

1,571 

51 

38,000 

24.2 

1987 

1,544 

49 

35,591 

23.1 

1988 

1,582 

49 

37,132 

23.5 

1989 

1,685 

51 

46,199 

27.4 

1990 

1,940 

58 

69,565 

35.9 

1991 

2,223 

65 

100,044 

45.0 

1992 

2,523 

72 

134,844 

53.4 

1993 

2,900 

81 

173,953 

60.0 

1994* 

3,220 

88 

209,149 

65.0 

*  Estimated 

SOURCE:    Health  Care  Financing  Administration,  Office  of  the  Actuary. 
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Chart  8. 


Medicare  Skilled  Nursing  Facility  Utilization, 
1980-1994 


Persons  Served 

Days 

Per 

Per 

Number 

1,000 

Number 

Person 

Year 

(In  Thousands) 

Enrollees 

(In  Thousands) 

Served 

1980 

257 

9 

8,645 

33.6 

1981 

251 

9 

8,518 

33.9 

1982 

252 

9 

8,814 

35.0 

1983 

265 

9 

9,314 

35.1 

1984 

299 

10 

9,640 

32.2 

1985 

314 

10 

8,927 

28.4 

1986 

304 

10 

8,160 

26.8 

1987 

293 

9 

7,445 

25.4 

1988 

384 

12 

10,667 

27.8 

1989 

636 

19 

27,780 

43.7 

1990 

638 

19 

25,200 

39.5 

1991 

671 

20 

23,700 

35.3 

1992 

785 

22 

28,960 

36.9 

1993 

870 

24 

34,437 

39.6 

1994* 

925 

25 

36,865 

39.9 

•  Estimated 

SOURCE:    Health  Care  Financing  Administration.  Office  of  the  Actuary. 
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Chart  9.   Medicare  Beneficiaries  Enrolled  in  Managed  Care  Risk 
Contracting  Programs,  1988-1994  (In  Percent) 


Percent    3 


1988     1989     1990     1991     1992     1993     1994 
Year 

SOURCE:  Health  Care  Financing  Administration,  Office  of  Managed  Care. 
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Chart  10.  Budget  Authority  by  Object  Class  (In  Thousands) 


FY  1994 

FY  1995 

FY  1996 

Object  Classification 

Actual 

Estimate 

Change 

Request 

Salaries 

Full-Time  Staff 

$1,393 

$1,539 

+$46 

$1,585 

Commissioners 

128 

140 

+  4 

144 

1,521 

1,679 

+50 

1,729 

Benefits 

408 

433 

+13 

446 

Travel 

Staff 

21 

27 

0 

27 

Commissioners 

88 
109 

111 
138 

0 
0 

111 
138 

Standard  Level  User  Charges 

260 

265 

0 

265 

Mainframe  Computer 

Telephone 

Postage 

610 
32 
26 

668 

610 
37 
28 

675 

-60 

0 

+2 

-58 

550 
37 
30 

617 

Printing  and  Reproduction 

69 

95 

-15 

80 

Computer  Programming 
Research  Contracts 

649 
422 

625 
525 

0 
0 

625 
525 

Commercial  Contracts 

94 

110 

0 

110 

Government  Contracts 

7 

8 

0 

8 

GSA  Support 

57 

1,229 

_52 
1,320 

-1 

-1 

1,319 

Supplies 

20 

23 

0 

23 

Publications 

11 
31 

14 
37 

0 

0 

14 
37 

Equipment  and  Furnishings 

32 

25 

0 

25 

Lapsing 

175 

0 

g 

0 

Total 

4,500 

4,667 

-11 

4,656 

Note:   Numbers  may  not  add  to  totals  because  of  rounding. 
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Stuart  H.  Altman,  Chairman 


Stuart  H.  Altman  is  the  Sol  C.  Chaikin  Professor  of  National  Health  Policy  at  the 
Florence  Heller  Graduate  School  of  Social  Policy  at  Brandeis  University.  An  economist 
whose  research  interests  are  primarily  in  the  area  of  Federal  health  policy,  he  has  been  at 
Brandeis  since  1977.  Between  1971  and  1976,  Professor  Altman  was  deputy  assistant 
secretary  for  planning  and  evaluation/health  at  the  Department  of  Health,  Education,  and 
Welfare  (now  the  Department  of  Health  and  Human  Services).  From  1973  to  1974,  he  also 
served  as  the  deputy  director  for  health  of  the  President's  Cost  of  Living  Council,  where  he 
was  responsible  for  developing  the  council's  program  on  health  care  cost  containment. 
Professor  Altman  is  a  member  of  the  Institute  of  Medicine  of  the  National  Academy  of 
Sciences  and  a  former  member  of  its  governing  council,  and  serves  on  the  board  of  Beth 
Israel  Hospital  (Boston).  He  is  a  past  president  of  the  Association  for  Health  Services 
Research  and  a  former  board  member  of  The  Robert  Wood  Johnson  Clinical  Scholars 
Program.  He  has  testified  before  the  Congress  on  a  wide  range  of  health  policy  issues  and  has 
written  an  array  of  articles  in  the  field.  Professor  Altman  received  a  B.B.A.  from  the  City 
College  of  New  York,  and  both  an  M.A.  and  a  Ph.D.  in  economics  from  the  University  of 
California,  Los  Angeles. 


Donald  A.  Young,  M.D.,  Executive  Director 


Dr.  Donald  A.  Young  is  the  Executive  Director  of  the  Prospective  Payment 
Assessment  Commission,  a  position  he  has  held  since  1983.    He  was  previously  the 
Deputy  Director  of  the  Policy  Bureau  at  the  Health  Care  Financing  Administration, 
where  he  was  responsible  for  the  development  of  Medicare  and  Medicaid  eligibility, 
reimbursement,  and  coverage  policies.   From  1977  to  1980,  he  participated  in  the 
Veterans  Administration  Administrative  Scholars'  Program  where  his  research  interests 
included  the  development  and  diffusion  of  health  care  technologies.   He  has  served  as 
Medical  Director  of  the  American  Lung  Association  and  prior  to  that  in  private 
practice  as  an  Internist  and  Pulmonary  Specialist  at  the  Palo  Alto  Medical  Clinic  in 
California.    He  received  his  M.D.  degree  from  the  University  of  California  in  San 
Francisco  and  completed  his  internship  and  residency  at  that  institution  and  at  the 
University  of  Texas,  Southwestern  Medical  School.    He  is  board  certified  in  Internal 
Medicine  and  Pulmonary  Disease. 
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Mr.  Bonilla.  Thank  you,  Dr.  Altman.  Also,  I  want  to  assure  you 
both  that  your  written  testimony  will  be  entered  in  the  record  and 
will  be  reviewed  by  every  Member  of  this  subcommittee. 

I  have  a  few  questions  that  I  would  like  to  ask  both  of  you  and 
we  will  begin  with  that  at  this  time.  I  would  like  to  begin  by  thank- 
ing you  both  for  being  very  responsible  in  your  budget  submission, 
as  I  mentioned  earlier  with  Dr.  Eisenberg,  and  Dr.  Altman  as  well. 
It  is  certainly  rare  that  someone  comes  before  this  committee  and 
asks  for  less  money  than  they  received  in  the  previous  year. 

MERGER  OF  PPRC  AND  PROPAC 

As  you  know,  this  Congress  is  now  very  much  committed  to  re- 
ducing the  Federal  budget,  and  as  a  result  is  in  the  process  of  iden- 
tifying activities  in  many  cases  that  can  be  either  streamlined,  con- 
solidated or  in  some  cases,  eliminated. 

The  activities  of  your  commissions  seem  to  be  sufficiently  similar, 
so  it  does  not  seem  unreasonable  to  consider  merging  these  two  or- 
ganizations. Both  organizations  provide  advice  to  Congress  on  Med- 
icare and  Medicaid  programs,  as  well  as  on  the  health  care  indus- 
try, and  both  have  a  board  of  commissioners  composed  of  physi- 
cians, nurses,  consumers,  health  economists  and  other  health  serv- 
ice experts.  Dr.  Eisenberg,  you  even  note  in  your  budget  justifica- 
tion that  the  PPRC  coordinates  with  ProPAC  when  issues  related 
to  hospital  and  physician  payment  overlap. 

Let  me  start  by  asking  Dr.  Eisenberg,  in  your  professional  opin- 
ion, could  the  activities  of  PPRC  and  ProPAC  be  carried  out  by  one 
organization,  in  your  opinion? 

Dr.  Eisenberg.  I  think  they  could,  and  the  question  is  whether — 
of  course,  not  just  whether  they  could,  but  whether  they  should.  It 
seems  to  me  that  in  responding  to  that  question,  I  would  divide  it 
into  two  parts. 

One  is,  are  there  going  to  be  any  savings,  financial  savings  by 
merging  the  two  commissions?  I  don't  think  that  there  would  be 
substantial  savings.  It  is  hard  to  know  exactly  what  size  Commis- 
sion that  would  be.  I  presume  it  wouldn't  be  the  13  PPRC  and 
what  did  you  say,  17  ProPAC.  I  doubt  there  would  be  30  people, 
but  the  expenses  of  these  commissions  are  not  the  expenses  of  the 
commissioners  who  really  meet  only  on  a  monthly  or  bimonthly 
basis  in  Washington.  The  real  key  is  in  the  staff  and  in  the  other 
expenses. 

I  think  that  the  overlap  is  not  great  in  the  activities  of  these  two 
commissions,  at  least  as  I  think  through  what  we  assign  the  staff 
responsibility  for  in  PPRC.  The  things  that  they  are  working  on, 
the  tasks  they  undertake,  the  analyses  that  they  perform  are  not 
analyses  that  are  being  performed  at  ProPAC.  There  are  some 
areas  of  overlap. 

In  most  instances,  when  there  is  an  area  of  overlap,  we  talk  with 
ProPAC  and  decide  who  is  going  to  take  the  lead  responsibility  in 
an  area.  I  will  give  you  an  example,  outpatient  departments. 

Outpatient  departments  are  a  place  where  payment  has  conven- 
tionally been  within  a  hospital,  but  where  physicians  are  practicing 
and  it  is  very  ambiguous  whether  you  are  talking  about  physician 
practice  or  hospital  payment  in  those  instances.  ProPAC  has  taken 
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the  lead  there  and  we  haven't  asked  our  staff  to  spend  a  lot  of  time 
on  that  particular  topic. 

The  computer  expenses  of  the  two  Commissions  are  looking  at 
physician  payment  systems  on  the  one  hand,  hospital  payment  sys- 
tems on  the  other.  So  I  don't  think  that  given  the  current  Medicare 
system,  there  are  going  to  be  large  savings  by  merging  the  two 
commissions.  There  might  be  some,  but  not  large. 

The  second  part  is  whether  or  not  it  would  make  sense  from  a 
policy  perspective.  While  the  issues  that  the  two  commissions  deal 
with  are  similar  to  a  sufficient  degree  that  it  would  make  sense, 
even  if  you  didn't  save  any  money,  to  merge  the  two  commissions. 
Or  as  an  alternative  I  think  one  could  argue  that  there  are  cer- 
tainly areas  of  overlap  between  the  two  commissions  and  the  Con- 
gress might  want  to  continue  to  ask  the  commissions  to  work  to- 
gether to  collaborate. 

As  we  move  to  managed  care  and  as  managed  care  doesn't  dis- 
criminate between  physician  payment  and  hospital  payment,  then 
the  challenge,  I  think,  becomes  one  of  the  Congress  looking  at  that 
particular  issue  and  saying,  do  we  need  two  commissions  who  can 
deal  with  physician  payment  and  hospital  payment  and  the  overlap 
when  we  are  dealing  with  medicare  payment  and  risk  contracts  for 
managed  care,  or  should  we  have  one  Commission,  basically  about 
the  same  budget,  but  where  these  two  tasks  are  integrated? 

And  I — frankly,  I  am  going  off  the  Commission  and  so  I  can  look 
at  this  with  candor  and  say  I  don't  think  there  are  going  to  be  big 
advantages,  frankly,  to  merging  the  two  commissions,  either  in  sav- 
ings or  in  overlap.  But  would  there  be  some  advantages?  Sure. 
There  are  going  to  be  some  more  efficiency  and  some  more  integra- 
tion, but  the  Commission  becomes  very  big  and  perhaps  unwieldy 
and  it  loses  some  of  the  sense  of,  "We  are  lean  and  we  are  mean 
and  we  are  going  to  get  out  there  and  help  the  Congress,"  if  you 
try  to  merge  them. 

Mr.  Bonilla.  Dr.  Altman. 

Dr.  Altman.  I  share  everything  that  Dr.  Eisenberg  said.  I  know 
there  is  a  lot  of  talk  around  this  town  coming  from  the  various 
committees  about  the  merger,  and  I  have  tried  to  be  objective  about 
it  as  well,  and  I  think  if  you  look  down  the  road  five  years  or  so 
and  we  see  a  significant  percentage  of  Medicare  recipients  in  man- 
aged care,  at  that  point  it  might  make  a  policy  sense  to  do  that. 

But  for  the  next  three  years  as  you  have  to  think  hard  about 
what  to  do  with  that  $180  billion  or  $200  billion  program  called 
Medicare,  and  the  Medicaid  program  as  well,  you  are  going  to  be 
called  upon  to  worry  about  very  technical  issues,  things  that  you 
wouldn't  even  think  of,  like  the  wage  adjustment  that  could  destroy 
a  hospital  that  is  in  a  rural  area.  I  got  yelled  at  in  Texas  because 
several  Texas  hospitals  in  the  rural  areas  were  being  destroyed  be- 
cause they  were  not  getting  appropriate  increases  because  their 
wages  were  low. 

Now,  what  happens  is  you  bring  public — private  people  in  as — 
on  these  commissions.  We  have  a  rural  health  administrator  from 
Kansas.  We  have — we  just  have  one  going  off  the  board  from  Hous- 
ton. These  are  people  who  run  hospitals  or  who  are  in  the  insur- 
ance business.   It  takes  them   sometimes  two  or  two-and-a-half 
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years  before  they  are  comfortable  where  they  can  make  a  signifi- 
cant contribution. 

I  can  say  categorically  that  if  you  really  looked  at  what  we  do, 
I  don't  know  of  any  overlap.  Three  years  ago  I  asked — before  John 
became  the  Chairman — to  set  up  a  joint  group  so  we  would  avoid 
any  overlap.  I  think  if  your  staff  were  to  come  and  look  at  our  work 
plan  and  look  at  PPRC's  work  plan  and  honestly  look  at  it,  I  think 
you  would  find  almost  no  overlap  at  all. 

Like  in  graduate  medical  education,  we  have  decided  that  they 
would  focus  on  the  direct  medical  education  and  we  would  focus  on 
the  indirect.  Indirect  is  $3.5  billion.  The  direct  is  almost  $1.5 — $1.7 
billion.  We  are  trying  to  think  through  what  is  a  fair  way  of  allo- 
cating these  payments. 

So  I  can  honestly  say,  Mr.  Chairman,  that  for  the  next  several 
years,  you  will  save  very  little  and  you  could  lose  a  lot — in  order 
to  save,  you  would  have  to  merge,  you  would  have  to  reduce  the 
number  of  people,  you  would  have  to  reduce  the  staff,  and  I  think 
you  can  charge  us  with  bringing  about  the  savings  you  want  and 
reducing  the  amount  of  money  and  in  the  short  run,  I  think  you 
would  gain  much  more  by  keeping  us  separate,  but  coordinated. 

ABILITY  OF  CBO  OR  CRS  TO  CARRY  OUT  COMMISSIONS'  ACTIVITIES 

Mr.  Bonilla.  What  about  having  the  Congressional  Budget  Of- 
fice, theoretically,  if  there  were  a  consolidation  or  one  of  the  com- 
missions was  terminated,  carry  out  the  analytical  activities  of  ei- 
ther of  your  commissions,  or  the  Congressional  Research  Service? 
Have  you  been  presented  with  this  theory  before,  Dr.  Eisenberg? 

Dr.  Eisenberg.  Well,  not  in  as  formal  a  way  as  you  have  just 
asked.  My  understanding  of  the  Congressional  Research  Service  is 
that  it  doesn't  do  as  much  primary  data  analysis  and  quantitative 
assessment  of  the  available  information  as  we  have  become  accus- 
tomed to  having  these  commissions  do  and  provide  the  Congress. 

So  unless  my  understanding  is  either  incorrect  or  the  CRS  were 
to  change  substantially,  I  don't  think  that  that  would  necessarily 
fit  their  general  framework. 

The  CBO  in  some  ways  could.  I  expect  that  generally  the  CBO 
has  gotten  less  involved  in  issues  related  to  the  impact  of  policy 
changes  on  the  delivery  system,  on  access  to  care,  on  the  quality 
of  care,  on  the  issues  that  Stuart  raised.  For  example,  what  the  im- 
pact is  on  individual  hospitals,  or  in  our  case,  what  the  differential 
effect  is  on  different  specialties  or  doctors  in  different  areas. 

Their  focus,  as  I  have  understood  it,  has  mostly  been  what  the 
bottom  line  is  for  the  Congress  of  different  options,  rather  than 
looking  so  much  at  what  their  effect  is  going  to  be  on  the  delivery 
system. 

So  again,  CBO  probably  has — CBO  does  have  the  tradition  of  the 
technical  capacity  to  do  these  quantitative  analyses,  but  the  types 
of  questions  they  ask  are  really  substantially  different  from  the 
types  of  questions  that  the  PPRC  has  been  asking. 

Dr.  Altman.  Let  me  add  one  thing  to  that.  I  have  been  around 
this  town  now  for  27  years  and  so  I  have  some  familiarity  with 
those  organizations,  but  I  like  to  believe  that  those  of  us  who  are 
no  longer  Federal  employees  or  have  never  been  Federal  employ- 
ees, which  is  most  of  our  Commission,  has  added  something.  It  is 
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valuable  to  have  people  from  Kansas  and  Texas  and  New  York  and 
California  and  Oregon  who  come  and  are  skeptical  about  what  is 
going  on.  I  think  our  commissioners  add  a  lot.  They  also  keep  the 
staff  on  their  toes. 

Let's  face  it.  I  think  this  town  was  very  slow  in  managed  care. 
Government  didn't  realize  what  was  going  on.  We  had  two  commis- 
sioners from  California  who  were  beating  on  us  and  beating  on  me, 
and  then  I — because  I  am  up  in  Boston,  we  have  45  percent  of  the 
private  sector  is  in  managed  care  and  we  began  to  beat  on  the  staff 
that  you  just  didn't  get  it.  You  just  didn't  get  it,  and  we  had  to  ex- 
pand our  work  in  this  area.  Is  that  a  fair  statement? 

Dr.  Young.  Yes. 

Dr.  Altman.  So  I  think  there  is  value  in  having  an  outside  set 
of  commissioners  that  neither  the  Congressional  Research  Service 
or  CBO  have. 

Dr.  Eisenberg.  May  I  add  one  other  thing  to  that,  Mr.  Chair- 
man? 

Mr.  BONILLA.  Sure. 

Dr.  Eisenberg.  I  interpreted  your  question  to  be  the  data  analy- 
sis part  of  what  we  do  and  I  want  to  emphasize  that  that  is  an  im- 
portant part  of  what  we  do,  especially  what  the  staff  does,  and  then 
the  commissioners  evaluate  and  respond  to  the  data  analysis. 

But  there  is  another  part  of  what  we  do,  which  is  totally  dif- 
ferent from  what  CBO  and  CRS  do,  which  is  that  we  reach  out  to 
the  community  of  physicians  or  hospitals  or  beneficiaries  and  ana- 
lysts in  the  community  to  find  out  what  their  views  are. 

In  fact,  when  PPRC  was  first  established,  there  were  some  who 
thought  that  Congress  was  abrogating  its  responsibility  by  having 
these  commissions  listen  to  all  these  people  and  then  analyze  and 
synthesize  and  provide  the  Congress  with  what  might  be  a  bal- 
anced synthesis  of  all  that  information.  I  think  it  has  worked  won- 
derfully, and  as  a  physician,  I  have  been  very  pleased  by  the  fact 
that  the  medical  community  has  felt  the  responsibility  to  put  to- 
gether defensible  arguments  to  this  Commission  because  it  is  a 
tough  group  of  people. 

They  ask  tough  questions  and  they  don't  take  polemic  as  evi- 
dence, and  our  ability  to  do  that  for  the  Congress,  that  is,  to  ana- 
lyze and  to  reach  out  and  get  these  different  opinions  and  then 
offer  to  you  what  we  believe  to  be  the  best  and  most  valid  of  those 
opinions  is  a  separate  function  from  the  data  analysis  function,  but 
I  think  it  is  a  very  important  one,  that  consensus  building. 

Mr.  Bonilla.  Frankly,  as  a  Member  of  this  committee,  your  point 
is  well  taken  about  reaching  out  to  people  that  bring  input  from 
all  different  corners  of  the  Heartland.  I  think  oftentimes  we  get 
wrapped  up  in  what  we  are  doing  out  here  and  lose  sight,  as  you 
mentioned,  of  what  is  going  on  in  rural  areas,  or  in  Houston.  I  be- 
lieve you  mentioned  Kansas  as  well.  So  that  is  a  point  very  well 
taken  and  I  am  glad  we  got  into  this  line  of  questioning  frankly. 

NONPARTISANSHIP 

Dr.  Eisenberg,  if  I  could  ask  now,  Dr.  Altman,  I  think,  mentioned 
earlier  about  the  nonpartisanship  of  the  commissions.  Can  you  tell 
us  if  the  advice  that  PPRC  provides  to  Congress  has  changed  sub- 
stantially now  that  the  leadership  of  Congress  has  changed? 
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Dr.  Eisenberg.  The  advice  that  the  Commission  has  given  hasn't 
changed  a  bit  since  the  Congress  has  changed.  The  topics  that  we 
are  dealing  with  are  topics  that  the  Congress  is  interested  in  and 
the  Congress  is  interested  in  different  topics  than  it  was  before.  So 
I  would  say  the  topics  and  the  foresight  of  what  the  Commission 
is  working  on  are  a  product  of  both  what  the  Congress  wants  to 
do  and  frankly  changes  in  the  environment. 

Even  if  the  Congress'  leadership  hadn't  changed,  the  world  is 
changing.  It  is  moving  towards  a  more  market-oriented  system. 
Managed  care  is  becoming  more  important  and  the  Commission's 
activities  would  have  altered.  The  fact  that  the  Congress  changed 
and  that  the  world  has  changed  has  changed  the  way  in  which  the 
Commission  has  set  its  priorities  for  what  we  will  deal  with. 

We  never  before  were — maybe  we  weren't  sensitive  enough,  but 
we  were  never  terribly  sensitive  to  the  issue  of  partisanship  or 
what  somebody  wanted  us  to  say.  We  basically  came  in  and  if  it 
was  bad  news,  we  were  the  messenger  and  we  got  screamed  at,  but 
it  was  the  message  that  we  thought  we  needed  to  deliver.  I  have 
really  prided  the  Commission  and  every  member  on  the  Commis- 
sion in  being  not  only  nonpartisan  politically,  but  being  non- 
partisan with  respect  to  where  they  come  from. 

We  have  people  who  are  nominated  by  a  variety  of  different  orga- 
nizations, nursing  organizations,  AARP,  medical  organizations, 
managed  care,  insurance,  corporate  America,  but  they  come  to  the 
table  and  they  leave  all  that  baggage  at  the  door.  They  leave  their 
ideology  and  their  paycheck  at  the  door  and  they  just  try  to  do 
what  is  right. 

ADMINISTRATION  REPORTS  ON  SOLVENCY  OF  TRUST  FUNDS 

Mr.  Bonilla.  Another  question.  Several  days  ago,  the  Adminis- 
tration released  the  annual  reports  on  the  Federal  Hospital  Insur- 
ance Trust  Fund  and  the  Supplementary  Medical  Insurance  Trust 
Fund.  The  reports  indicate  that  the  Hospital  Insurance  Trust  Fund 
will  be  exhausted  in  the  year  2001.  While  the  Supplemental  Medi- 
cal Insurance  Trust  Fund  is  considered  to  be  actuarially  sound,  the 
report  urges  Congress  to  take  additional  actions  to  more  effectively 
control  SMI  costs. 

In  response  to  these  financial  problems,  the  reports  recommend 
reestablishment  of  a  Quadrennial  Advisory  Council  for  the  Medi- 
care program.  What  is  your  opinion,  Dr.  Eisenberg,  of  these  reports 
and  their  recommendations? 

Dr.  Eisenberg.  I  don't  have  one  for  a  very  specific  reason,  which 
is  that  my  perception  of  my  role,  and  I  think  in  general  the  Com- 
mission's perception  of  its  role,  has  not  been  to  look  at  the  trust 
fund  or  to  analyze  ways  in  which  Medicare  should  generate  more 
money  for  the  trust  fund  through  taxation  or  whatever  mechanism. 

We  have  seen  our  charge  to  be  Congress  has  a  certain  amount 
of  money  that  it  has  to  spend  on  Medicare.  We  have  got  to  help 
the  Congress  spend  that  money  most  efficiently  to  get  the  most  ac- 
cess for  the  highest  quality  care  for  the  Medicare  beneficiary.  We 
have  pretty  much  assured,  I  think,  and  maybe  you  can  add  to  this, 
Lauren,  but  I  think  in  every  instance  we  have  said,  we  aren't  ex- 
perts on  taxation  or  budget. 
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We  are  experts  on  how  we  can  get  the  most  for  the  money  that 
is  there,  and  that  is  what  we  have  concentrated  on.  So  I  couldn't 
personally  respond,  and  the  Commission  doesn't  have  a  position  on 
the  trust  fund. 

QUADRENNIAL  ADVISORY  COUNCIL 

Mr.  Bonilla.  Very  good.  In  the  past,  have  either  of  you  worked 
with  the  quadrennial  advisory  council  in  developing  recommenda- 
tions? 

Dr.  Eisenberg.  No,  not  to  my  knowledge. 

SPECIAL  PAYMENT  PROVISIONS 

Mr.  Bonilla.  Dr.  Altman,  your  annual  report  indicates  that 
some  hospitals  benefit  from  special  payment  provisions  designed  to 
assist  sole  community  or  disproportionate  share  hospitals  even 
though  they  do  not  serve  these  special  functions.  How  many  hos- 
pitals are  currently  taking  advantage  of  these  special  provisions 
and  how  much  could  we  save  by  eliminating  these  payments? 

Dr.  Altman.  I  would  add  a  third  part  of  that,  which  are  the 
teaching  adjustments.  I  mean,  we — if  you  will  forgive  me,  let  me 
restate  the  issue.  The  issue  is  that  the  Congress  decided  independ- 
ent of  the  PPS  system  to  really  help  out  three  classes  of  hospitals: 
teaching  hospitals,  disproportionate  share  hospitals,  and  sole  com- 
munity hospitals.  And  they  created  special  rules  which,  what  does 
it  add  up  to,  the  total  amount  of  money  that  flows  in  those  three 
categories — while  I  am  talking  he  will  get  the  number,  it  is  sub- 
stantial. 

It  is  way  over  $10  billion.  The  IME  is  $3.8  billion  and  the  GME 
is  $1.8  billion.  The  disproportionate  share  is  $3.4  billion,  so  that  is 
$9  billion,  and  when  you  add  the  amount  of  money  that  is  flowing 
now  to  rural  hospitals,  we  are  dealing  with  about  $10  billion,  yes. 

There  are  some  institutions  that  are  receiving  some  of  those 
funds  that  are  not  directly  providing  the  special  services  that  they 
wanted  them  for.  Don,  you  wanted  to  say  something? 

Dr.  Young.  The  sole  community  hospitals  now  are  responsible 
only  for  2  percent  of  Medicare's  PPS  payments  to  hospitals,  so  we 
are  not  talking  about  a  large  amount  of  money.  Within  that  sole 
community  group,  however,  the  definition  of  sole  community  hos- 
pital has  a  grandfathering  provision  and  that  is  what  we  are  refer- 
ring to  in  our  report.  There  are  hospitals  out  there  designated  as 
sole  community  that  are  not  truly  isolated  and  the  only  hospitals 
in  their  community. 

We  have  recommended  in  the  past  that  the  sole  community  poli- 
cies should  be  tuned  to  direct  that  money  to  those  hospitals  in  the 
greatest  need,  but  it  is  not  a  very  large  amount  of  money. 

On  the  disproportionate  share  hospitals,  that  is  a  very  different 
story.  About  two-thirds  of  those  hospitals  are  also  teaching  hos- 
pitals, so  it  is  hard  to  categorize  them  as  only  disproportionate 
share  hospitals,  but  those  hospitals  that  are  disproportionate 
share,  many  of  them  are  also  teaching,  account  for  a  large  share 
of  Medicare  spending. 

Now,  we  are  doing  some  analysis  at  the  current  time  at  the  re- 
quest of  the  Senate  Finance  Committee  to  attempt  to  find  a  better 
proxy  to  target  Medicare's  disproportionate  share  money.  So  there 
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could  be  some  reductions  in  the  disproportionate  share  payments, 
but  those  reductions  should  be  accompanied  by  better  targeting  to 
be  sure  that  it  goes  to  the  hospitals  that  serve  the  largest  number 
of  people  who  are  uninsured  and  poor  and  that  is  what  we  meant 
in  our  report.  Reductions  in  the  spending,  but  better  targeting  of 
the  remaining  money  to  those  hospitals  in  the  greatest  need. 

MEDICAL  EDUCATION  ADJUSTMENT 

Mr.  Bonilla.  I  have  a  question  related  to  something  you  touched 
on,  that  is,  teaching  hospitals.  Dr.  Altman,  if  you  would,  the  Com- 
mission has  recommended  reducing  Medicare's  medical  education 
adjustment  by  about  40  percent  over  the  next  three  years.  How 
would  this  affect  teaching  hospitals? 

Dr.  Altman.  We  have  been  very  sensitive  to  the  issue  about  the 
teaching  hospitals  and  it  is  a  complicated  one.  The  Congress  origi- 
nally set  up  a  special  adjustment  mechanism,  recognizing  that 
teaching  hospitals  were  treating  sicker  people  and  had  extra  costs 
as  a  result  of  providing  the  education  for  our  future  physicians  and 
nurses. 

It  was  based  on  a  formula  which  unfortunately  overshot  the 
mark  and  provided  teaching  hospitals  with  significantly  more 
money  than  could  be  justified.  And  we  have  been  recommending 
now  for  the  past  half  a  dozen  years  a  reduction  in  that. 

Now,  originally  it  was  doubled  then  cut  back,  it  was  cut  back 
from  about  11.5  down  to  8.2  and  then  7.7  as  an  adjustment  factor. 
The  best  estimates,  and  it  is  supported  by  CBO  estimates,  and  by 
the  Administration,  is  that  that  number  should  be  closer  to  4.5. 

So  on  its  face,  we  think  that  the  teaching  adjustment  should  be 
reduced,  but  to  recognize  that  it  is  these  teaching  hospitals;  many 
of  them,  which  are  in  urban  areas  and  some  in  rural  areas,  that 
are  becoming  our  safety  net  hospitals.  If  you  look  at  margins  in 
other  words,  if  you  will  excuse  the  expression,  profits,  for  these 
hospitals,  you  find  that  on  the  one  hand,  it  is  the  teaching  hos- 
pitals that  are  doing  best  under  Medicare. 

Medicare  is  keeping  them  going.  On  the  other  hand,  when  you 
look  at  all  of  the  revenues  they  receive  and  all  of  their  costs,  they 
have  the  lowest  margins  of  all  of  the  kinds  of  hospitals  we  have. 

So  we  felt  that  it  would  be  really  a  calamity  if  all  of  a  sudden 
you  took  two-and-a-half  to  $3  billion  out  of  that  pool  for  those  hos- 
pitals. So  we  have  recommended  two  things,  first  of  all,  that  we  re- 
duce them  in  stages,  1  percent  a  year  for  three  years,  or  13  percent 
of  the  extra  payments  and  second,  as  Don  pointed  out,  we  need  to 
retarget  the  teaching  adjustment. 

Quite  frankly,  there  are  more  than  a  few  teaching  hospitals  that 
provide  very  little  uncompensated  care.  They  provide  very  little 
care  to  Medicaid  people  and  their  margins  are  quite  nice.  Others 
are  just  hanging  financially  by  a  thread.  So,  yes,  we  have  rec- 
ommended for  many  years  a  reduction  and  the  Congress,  up  to  this 
point,  has  ignored  us,  but  we  also  believe  that  we  need  to  be  care- 
ful about  it  and  that  we  need  to  retarget. 

AHCPR  PRACTICE  GUIDELINES 

Mr.  Bonilla.  Dr.  Eisenberg,  as  you  know,  this  committee  has  ju- 
risdiction over  the  Agency  for  Health  Care  Policy  and  Research, 
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which  is  why  I  am  particularly  interested  in  your  recommendations 
on  the  development  and  use  of  practice  guidelines.  I  would  appre- 
ciate it  if  you  would  comment  on  the  appropriateness  of  the  topics 
on  which  AHCPR  has  chosen  to  develop  guidelines,  as  well  as  their 
acceptance  and  use  by  physicians. 

Dr.  Eisenberg.  On  the  first  topic,  the  topics  that  they  have  dealt 
with,  the  Commission  doesn't  have  a  position  on  this  so  I  am  re- 
sponding personally  here.  I  think  that  the  topics  that  the  AHCPR 
is  dealing  with  now  are  some  of  the  most  important  topics  and 
some  of  those  that  have  the  most  impact  on  both  functional  status 
and  quality  of  life,  as  well  as  the  cost  of  medical  care. 

Their  recent  reports  on  depression,  congestive  heart  failure,  low 
back  pain,  those  are  three  problems  that  are  very,  very  expensive 
and  have  a  huge  impact  on  the  quality  of  life  for  Americans.  I  kind 
of  think  the  three  topics  they  chose  at  the  beginning  were  easy 
ones  to  get  rolling  and  they  would  cause  fewer  political  problems 
in  the  system,  and  I  was  disappointed  in  the  beginning  that  these 
weren't  very  exciting  topics  to  many  people. 

The  ones  they  have  been  doing  lately  are  right  on  target  and  I 
think,  in  retrospect,  it  is  understandable  that  they  took  the  strat- 
egy that  they  took.  The  effect  on  the  medical  community  is  ex- 
tremely hard  to  tell  and  probably  too  early,  and  these  guidelines 
have  to  be  taken  in  the  context  of  all  of  the  guidelines  that  are 
being  produced. 

AHCPR's  role  is  more  than  just  the  guidelines  that  it  issues.  It 
has  both  set  a  framework  for  guidelines,  a  standard  for  excellence 
in  the  development  of  guidelines,  which  other  people  now  aspire  to. 
It  is  very  difficult,  for  example,  for  a  professional  society  to  do 
guidelines  and  not  to  do  them  with  the  kind  of  rigor,  epidemiologic 
and  economic  and  health  services  research  rigor  that  the  AHCPR 
has  set  as  a  model.  Secondly,  the  AHCPR  sponsors  a  number  of 
groups  and  organizations  who  are  developing  the  research  basis  for 
other  guidelines,  the  patient  outcome  research  teams,  for  example, 
the  dissemination  efforts  that  they  are  undertaking,  and  I  under- 
stand from  conversations  that  we  have  had  as  a  Commission  with 
the  AHCPR  that  they  are  now  starting  to  look  at  ways  in  which 
they  can  develop  a  clearinghouse  so  that  the  guidelines  developed 
in  the  private  sector  and  those  developed  in  the  public  sector  can 
be  used  together  to  try  to  influence  physician  practice  patterns. 

I  don't  think  the  guidelines  by  themselves  are  going  to  turn 
American  medicine  around,  but  they  are  important.  I  don't  think 
we  are  going  to  improve  the  health  care  of  Americans  without  bet- 
ter data  than  we  currently  have  for  doctors  about  what  makes  a 
difference.  Because  when  you  are  in  a  managed-care  organization 
or  you  are  getting  pressure  to  cut  your  costs,  it  really  helps  to 
know  which  things  do  have  an  impact  on  patient  care  and  which 
of  them  maybe  could  be  tossed  aside  and  wouldn't  have  many  ad- 
verse effects  if  you  didn't  do  those. 

Mr.  Bonilla.  Last  question  I  have  for  you,  Dr.  Eisenberg,  is  one 
where,  again,  you  say  you  can  be  especially  candid  this  time 
around  because  you  are  leaving  us.  But  do  you  think  that  AHCPR 
could  be  eliminated? 

Dr.  Eisenberg.  No.  I  think  for  the  money,  it  probably  gives  us 
more  than  any  other  Federal  agency  that  I  know.  I  am  amazed,  in 
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fact,  at  the  impact  that  they — that  agency  has  and  the  potential 
that  it  has  in  the  future  for  improving  the  quality  of  health  care 
and  the  quality  of  the  data  that  we  have  as  physicians  and  policy- 
makers that  comes  out  of  an  agency  that  has,  what  is  it,  a  little 
less  than  $200  million.  Compared  to  the  other  ways  in  which  our 
country  spends  $200  million,  I  think  it  would  be  a — your  word  was 
calamity  about  something  else.  It  is  a  nice  word,  and  I  think  it  ade- 
quately represents  what  I  would  feel  as  a  physician  and  as  a  leader 
of  a  department  of  medicine  at  Georgetown,  a  major  medical  cen- 
ter, that  it  would  basically  pull  the  intellectual  rug  out  from  under 
our  effort  to  provide  more  rational  care  to  Americans. 

Mr.  BONILLA.  I  want  to  thank  you,  Dr.  Eisenberg,  Dr.  Altman, 
for  appearing  before  the  committee  today,  and  I  appreciate  your  pa- 
tience once  again.  Chairman  Porter  personally  expressed  his  regret 
that  he  could  not  be  here  today  because  this  is  an  area  of  great  in- 
terest to  him.  But  thank  you  again  and  good  luck  to  you.  We  will 
work  with  you  in  the  coming  months,  and  I  look  forward  to  that. 
At  this  time,  the  committee  will  stand  in  recess  until  10:  a.m.  to- 
morrow. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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CONTAINING  COSTS  AND  ENSURING  QUALITY  AND  ACCESS  TO  CARE  -- 

PPRC 

Mr.  Porter:  You  have  referred  to  the  challenges  facing 
Congress  as  it  seeks  to  improve  performance  of  the  Medicare 
and  Medicaid  programs  and  advance  goals  such  as  containing 
costs,  expanding  access,  and  ensuring  quality  of  care.  Is  it 
possible  to  achieve  these  goals  simultaneously? 

Dr.  Eisenberg:  Yes,  I  believe  it  is  possible  to  improve  the 
performance  of  the  Medicare  and  Medicaid  programs  in  ways  that 
both  contain  costs  and  ensure  access  to  quality  care.  But,  we 
must  be  careful  in  designing  policy  changes  and  be  willing  to 
monitor  and  evaluate  the  effects  of  those  changes.  In  recent 
years,  many  changes  have  occurred  in  the  organization  and 
financing  of  health  services  in  the  private  sector  that 
provide  lessons  for  Medicare  and  Medicaid.  While  the  changes 
have  taken  many  forms,  the  emphasis  has  been  on  approaches 
that  more  effectively  manage  care.  This  is  true  whether  the 
payment  method  being  used  is  fee  for  service  or  capitation. 

In  its  recent  annual  report,  the  Commission  made 
recommendations  in  several  areas  that  would  begin  to 
incorporate  greater  management  of  care  and  quality  improvement 
into  federal  programs.  It  proposes  several  changes  in  the 
payment  method  for  Medicare  risk  contracting  HMOs  --including 
introduction  of  competitive  bidding  and  improvements  in  the 
calculation  of  the  average  adjusted  per  capita  cost,  or  AAPCC. 
These  changes  are  designed  to  increase  participation  of  HMOs 
in  the  Medicare  program,  both  to  expand  choices  for 
beneficiaries  and  to  bring  the  potential  cost  savings 
associated  with  managed  care  to  Medicare. 

The  Commission  also  reviewed  the  status  of  development  and  use 
of  performance  reports  for  health  plans  and  recommended  that 
such  reports  be  used  within  the  Medicare  and  Medicaid 
programs.  While  this  is  a  fairly  new  development  in  health 
care  and  much  still  needs  to  be  done,  performance  reports  can 
support  goals  of  both  controlling  cost  increases  and  improving 
quality  in  several  ways.  The  data  that  underlie  a  performance 
report  can  be  used  as  well  to  monitor  access  and  quality. 
Moreover,  performance  reports  are  most  useful  when  comparisons 
can  be  made  among  plans  or  providers.  Profiling  performance 
and  comparing  it  to  norms  or  standards  can  serve  both  an 
educational  purpose  and  as  an  incentive  to  those  below  the 
standard  to  improve  performance.  Such  improvements  could  take 
the  form  of  reductions  in  inappropriate  care  or  increased 
access  to  needed  care,  for  example. 

Even  within  the  context  of  fee  for  service,  chere  is  much  that 
can  be  done.   Medicare  and  Medicaid  already  have  gone  far  in 
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discounting  fees,  something  that  preferred  provider 
organizations  have  also  done  in  the  private  sector.  The 
federal  programs  could  incorporate  a  PPO  option  into  the 
choices  offered  to  beneficiaries.  Just  recently,  the 
Commission's  Panel  on  Access  discussed  the  notion  of  assigning 
each  patient  to  a  primary  care  physician  to  facilitate 
coordination  of  care  and  the  provision  of  profiling 
information  that  could  ensure  that  patients  are  receiving 
appropriate  services. 

These  are  just  a  few  examples  of  the  types  of  steps  that  can 
be  taken  that  are  consistent  with  the  multiple  goals  you  ask 
about.  Perhaps  the  keys  to  meeting  the  challenge  of  improving 
access  and  quality  while  containing  costs  are  to  focus  on 
improving  accountability  for  each  health  care  dollar  spent,  to 
provide  the  structures  and  incentives  to  manage  care  more 
effectively,  and  to  ensure  that  the  information  is  available 
to  assess  the  effects  of  changes  made  on  patients,  providers, 
and  the  Medicare  and  Medicaid  programs. 

INCORPORATING  PRIVATE  SECTOR  INNOVATIONS  INTO  MEDICARE  -- 

PPRC 

Mr.  Porter:  One  of  your  priorities  in  the  coming  fiscal  year 
will  be  to  investigate  how  Medicare  can  be  reoriented  to  take 
advantage  of  innovations  in  the  private  sector.  In  what  areas 
has  Medicare  lagged  behind  private  sector  innovations,  and  how 
costly  would  it  be  to  incorporate  these  innovations  into  the 
Medicare  program? 

Dr.  Eisenberg:  The  Medicare  program  has,  in  fact,  functioned 
well  as  a  traditional  f ee-for-service  indemnity  insurance 
program.  Over  the  last  decade,  Medicare's  cost  per 
beneficiary  has  grown  roughly  as  fast  as  private  indemnity 
premiums,  but  in  the  last  two  years  private  costs  have  grown 
much  more  slowly  than  Medicare  costs.  Medicare  pays  prudently 
low  rates,  and  currently  pays  physicians  roughly  68  percent  of 
typical  private  insurers'  rates.  Medicare's  overhead  is 
roughly  1.9  percent  of  costs,  better  than  almost  all  private 
insurers  (Medicare,  of  course,  has  no  marketing  or  advertising 
costs,  and  self-insures).  Medicare's  data  systems  are 
excellent  and  two  Medicare  products  --  Diagnosis  Related 
Groups  for  hospitals  and  the  Medicare  Fee  Schedule  for 
physicians  --  are  used  by  many  private  payers  for  price 
negotiation  and  contracting.  Surveys  show  that  Medicare 
beneficiaries  are  satisfied  with  their  care,  and  that  95 
percent  of  physicians  who  are  taking  new  patients  accept  new 
Medicare  patients.  In  short,  as  an  indemnity  insurer,  the 
Medicare  program  is  reasonably  well  run. 
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The  problem  is  that  traditional  indemnity  insurance,  both 
Medicare  and  private,  does  a  relatively  poor  job  of  managing 
the  delivery  of  care  and  particularly  in  controlling  the 
volume  of  care  delivered.  Utilization  review,  pre-admission 
certification,  and  other  tools  available  in  fee-for-service 
care  are  relatively  weak  methods  for  managing  the  type  and 
amount  of  care. 

The  most  important  area  in  which  Medicare  lags  behind  the 
private  sector  is  in  managed  care  enrollment.  An  estimated  60 
percent  of  privately  insured  employees  are  enrolled  in  managed 
care  plans,  including  preferred  provider  organizations  (PPOs) 
and  health  maintenance  organizations  (HMOs) .  Medicare,  by 
contrast,  has  9  percent  of  beneficiaries  enrolled  in  HMOs. 

An  important  reason  contributing  to  low  managed  care 
enrollment  in  Medicare  is  its  flawed  method  for  setting  HMO 
payment  rates.  The  Commission's  1995  Annual  Report  to 
Congress  discusses  the  initial  steps  needed  for  reforming 
Medicare  HMO  payment  policy.  Briefly,  the  Commission 
recommends  replacing  Medicare's  current  method  with  an 
approach  that  more  closely  matches  that  used  by  private 
employers.  This  includes  having  HMOs  bid  for  Medicare 
business  in  areas  where  there  are  enough  HMOs  to  support 
competition,  restructuring  Medicare's  payment  in  other  areas 
to  avoid  basing  HMO  payment  rates  on  fee-for-service  costs, 
and  testing  partial  capitation  methods. 

While  increasing  HMO  enrollment  is  one  way  to  expand  the 
management  of  care  in  the  Medicare  program,  the  alternative  is 
to  restructure  Medicare's  current  fee-for-service  product. 
Options  to  restructure  traditional  Medicare  are  important 
because  Medicare  is  likely  to  remain  largely  a  fee-for-service 
system  at  least  for  the  next  few  years.  Medicare  also  lacks 
the  availability  of  intermediate  options  between  its  current 
fee-for-service  insurance  and  HMOs.  Some  PPO-type  approach  to 
managing  care,  or  some  additional  management  of  care  within 
the  current  fee-for-service  environment,  would  bring  Medicare 
more  into  alignment  with  private  sector  practices. 

Broadly  speaking,  the  two  key  concepts  driving  private  sector 
innovations  are  management  of  care  and  accountability  for  cost 
and  quality.  But  the  private  sector  has  progressed  toward 
these  goals  through  myriad  small  steps:  case  management  for 
difficult  cases,  primary  care  gatekeepers,  increased  emphasis 
on  the  prevention  of  heath  care  crises,  greater  financial  and 
clinical  integration  of  physicians  and  hospitals,  "report 
cards"  for  health  plans,  and  other  similar  steps. 

The  Medicare  program  is  moving  to  adopt  some  of  these 
developments.   It  is  working  to  develop  its  own  "report  cards" 
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for  Medicare-contracting  HMOs  that  strongly  parallel  those 
being  developed  in  the  private  sector.  It  has  ongoing 
demonstration  projects  that  integrate  physician  and  hospital 
payment  for  coronary  artery  bypass  graft  and  cataract  surgery. 
Medicare  recently  began  paying  a  small  case  management  fee  to 
physicians  caring  for  homebound  individuals,  and  has  long  paid 
monthly  management  fees  for  physicians  caring  for  patients 
with  end-stage  renal  disease.  There  is  little  doubt  that  the 
Medicare  program  can  and  should  take  additional  steps  to 
increase  management  of  care  and  accountability  with  its  fee- 
for-service  program. 

STATE  MEDICAID  DEMONSTRATION  WAIVERS  --  PPRC 

Mr.  Porter:  During  the  past  year,  PhysPRC  took  a  close  look 
at  state  demonstration  waivers  granted  under  Section  1115  of 
the  Social  Security  Act.  The  Administration  has  praised  these 
waivers,  through  which  states  are  taking  advantage  of 
opportunities  to  offer  managed  care  programs  under  Medicaid. 
In  your  annual  report,  you  indicate  that  the  benefits  of  these 
waivers  may  be  limited  because  of  research  design  inadequacies 
and  the  considerable  previous  research  on  Medicaid  managed 
care.  What  can  be  done  to  improve  the  usefulness  of  the 
waiver  program? 

Dr.  Eisenberg:  If  the  Congress  wishes  to  continue  the  current 
structure  of  the  Medicaid  program,  the  Commission  recommends 
that  the  Congress  could  take  two  steps.  The  first  is  that  the 
research  basis  of  the  demonstration  waivers  would  be 
clarified.  The  second  step  is  that  Congress  could  pass  new 
waiver  authority  to  allow  states  to  extend  Medicaid  coverage 
to  those  previously  uninsured. 

To  strengthen  the  research  basis  of  the  waiver  program, 
legislation  should  specify  the  formal  research  process.  HCFA 
should  have  to  initiate  the  research  process  with  a  request 
for  proposals  that  includes  topics  that  it  considers  of 
interest  or,  if  initiated  by  a  state,  HCFA  should  allow  the 
demonstration  to  proceed  only  after  the  research  design  and 
the  collection  of  pre-demonstration  data  are  completed. 
Applications  for  waivers  should  contain  research  methodologies 
and  phase -down  plans  to  ensure  orderly  transitions  at  the  end 
of  the  waivers. 

To  respond  to  states'  need  for  more  flexibility,  a  new  waiver 
authority  could  be  created  to  allow  states  to  expand 
significantly  Medicaid  coverage.  These  waivers  could  be 
granted  to  states  that  demonstrate  that  they  have  adequate 
resources  to  assure  access  to  quality  care.  States  would  have 
to  develop  standards  for  plan  solvency  and  marketing 
practices.    Copayments  for  those  under  200  percent  of  the 
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poverty  level  should  be  no  more  than  nominal.  Participating 
health  plans  should  have  quality  of  care  standards  that  are 
equivalent  to  those  in  the  private  sector.  Financial 
incentives  should  have  to  meet  the  OBRA90  requirements  to 
prevent  inappropriate  underservice  created  by  excessive 
financial  incentives. 

RELATIONSHIP  WITH  HCFA  --  PPRC 

Mr.  Porter:  How  closely  do  you  collaborate  with  the  Health 
Care  Financing  Administration?  Have  you  worked  in  conjunction 
with  HCFA  on  any  specific  projects? 

Dr.  Eisenberg:  The  Commission  has  a  very  good  working 
relationship  with  the  Health  Care  Financing  Administration. 
There  is  considerable  interaction  at  the  staff  level  gathering 
information  and  discussing  issues  of  mutual  interest,  which  is 
necessary  in  order  for  the  Commission  to  carry  out  its  work. 
At  the  same  time,  the  Commission  does  not  formally  collaborate 
with  HCFA  on  specific  projects,  because  it  is  a  congressional 
Commission  created  to  advise  the  Congress.  Among  its  mandated 
responsibilities  is  the  requirement  that  it  comment  on  several 
reports  that  the  Secretary  makes  to  the  Congress  each  year  on 
Medicare  Volume  Performance  Standards,  beneficiary  access  and 
beneficiary  financial  protection.  Given  its  role  in  general 
and  specific  responsibilities  like  these,  the  Commission  has 
felt  that  close  collaboration  with  HCFA  on  specific  projects 
would  likely  not  be  appropriate. 
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ESTABLISHMENT  OF  PPRC-ProPAC 

Mr.  PORTER.   Why  did  Congress  establish  the  Physician 
Payment  Review  Commission  instead  of  expanding  your 
responsibilities? 

Mr.  ALTMAN.   As  I  understand  it,  there  was  a  lot  of 
discussion  of  this  topic  by  the  Congress  at  the  time. 
ProPAC  was  still  a  young  agency,  and  some  members  and  staff 
believed  that  it  could  not  continue  to  develop  its  expertise 
on  hospital  payment  and  at  the  same  time  expand  into 
physician  reimbursement.   It  also  was  believed  that  the 
policies  governing  hospital  and  physician  reimbursement  were 
sufficiently  complex  that  it  would  be  very  difficult  for  one 
group  of  Commissioners  to  be  knowledgeable  in  all  the  areas. 
In  addition,  there  were  questions  of  Congressional  Committee 
jurisdiction  that  were  considered  in  the  discussions. 

ENROLLMENT  IN  MANAGED  CARE-ProPAC 

Mr.  PORTER.   Why  have  such  a  small  proportion  of  the 
Medicare  population  elected  to  enroll  in  risk-based  managed 
care  plans?   What  is  the  potential  for  such  plans  to  reduce 
Medicare  spending? 

Mr.  ALTMAN.   Most  of  the  Medicare  aged  population  have 
always  chosen  their  own  physicians  and  many  of  these  people 
have  well  established  relationships  with  a  physician.   They 
also  are  accustomed  to  receiving  all  the  services  they 
desire  within  the  f ee-f or-service  payment  system. 
Consequently,  they  are  reluctant  to  give  up  this  freedom  of 
choice  and  flexibility  in  obtaining  services.   In  addition, 
since  most  of  them  have  supplemental  coverage  for  non- 
Medicare  covered  services  and  out  of  pocket  costs,  they  do 
not  see  a  large  financial  benefit  to  enrolling  in  a  managed 
care  plan.   As  the  risk  contracting  program  is  currently 
structured,  it  does  not  appear  to  result  in  Medicare 
savings.   A  recent  evaluation  of  the  program  indicates  that 
plans  enroll  the  healthiest  beneficiaries  while  the  sickest . 
beneficiaries  remain  in  the  fee-for-service  system.   Since 
the  payment  to  plans  is  based  on  spending,  in  the  fee-for- 
service  system,  savings  do  not  accrue  to  the  Medicare 
program.   To  realize  savings,  the  risk  contracting  program 
must  be  substantially  improved. 

COST  SHIFTING-ProPAC 

Mr.  PORTER.   In  the  past,  certain  hospitals  have  relied 
on  cost  shifting  to  maintain  their  financial  position.   Is 
it  likely  that,  as  price  competition  increases,  cost 
shifting  will  become  more  difficult  in  the  future?   If  so, 
what  impact  will  this  have  on  Medicare,  Medicaid,  and 
uninsured  patients? 
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Mr.  ALTMAN.   We  are  already  seeing  evidence  of  price 
competition  and  a  slight  reduction  in  cost  shifting.   One 
positive  effect  of  price  competition  has  been  a  rapid 
decline  in  the  growth  of  hospital  costs.   As  the  ability  to 
obtain  additional  revenues  from  private  payers  has  declined, 
hospitals  have  slowed  the  rise  in  their  costs  to  maintain 
positive  margins.   As  a  result  of  the  slowdown  in  costs, 
there  is  less  need  to  obtain  additional  revenues  from 
private  payers  to  cover  losses  from  Medicare  and  Medicaid. 
Medicare  per  case  PPS  payments  are  now  slightly  higher  than 
costs  and  PPS  margins  for  the  first  time  in  a  number  of 
years  are  positive.   Medicaid' payment  to  cost  ratios  also 
have  increased  from  their  low  of  0.76  in  1989  to  0.93  in 
1993.   A  substantial  factor  in  this  improvement  is  the 
growth  in  Medicaid  disproportionate  share  hospital  payments. 
These  average  figures,  however,  obscure  significant 
differences  among  hospitals.   The  Commission  is  especially 
concerned  about  those  hospitals  that  treat  the  largest  share 
of  Medicare,  Medicaid,  and  uninsured  patients.   These 
hospitals  have  a  very  limited  ability  to  obtain  additional 
revenue  from  private  payers  to  subsidize  losses  from  public 
payers  and  the  uninsured.   Consequently,  they  must  constrain 
their  cost  increase  more  than  other  hospitals,  and  change 
the  pattern  of  services  they  furnish,  or  risk  going  out  of 
business.   If  the  financial  pressure  intensifies,  some  of 
these  hospitals  may  attempt  to  avoid  admitting  public  pay 
and  uninsured  patients. 
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ACCESS  FOR  THE  POOR  --  PPRC 

Mr.  Stokes:  With  respect  to  the  Commission's  ongoing  concern 
surrounding  barriers  to  access  to  care  for  the  poor,  to  what 
extent  is  the  Department  of  Health  and  Human  Services 
incorporating  into  its  programs  the  Commission's  findings  and 
recommendations? 

Dr.  Eisenberg:  The  Commission's  position  is  that  the  most 
significant  barrier  to  access  for  the  poor  is  the  lack  of 
health  insurance.  Clearly,  improving  access  for  those  who 
lack  health  insurance  will  require  reform  of  the  health  care 
system.  We  anticipate  that  DHHS  will  remain  active  in  efforts 
to  design  such  reforms.  Depending  on  the  scope  and  nature  of 
any  reforms,  DHHS  may  also  participate  in  their 
implementation . 

Beyond  health  insurance  coverage  for  the  poor,  the  Commission 
believes  that  monitoring  access  to  care  for  the  poor  is 
essential  to  ensuring  that  problems  are  identified  and  brought 
to  the  attention  of  policymakers.  DHHS  is  gaining  experience 
in  monitoring  access  as  a  result  of  the  requirement,  under 
OBRA89,  that  the  Secretary  monitor  access  of  Medicare 
beneficiaries.  This  monitoring  has  been  improving  due,  at 
least  in  part,  to  Commission  comments  on  the  Secretary's 
annual  Medicare  beneficiary  access  and  utilization  report. 
Additional  improvements  in  this  report  are  possible,  however. 
For  example,  the  report  should  further  address  changes  in 
beneficiary  use  of  outpatient  services  and  should  make  greater 
use  of  timely  data. 

With  respect  to  the  availability  of  services,  the  Commission 
has  concluded  that  an  adequate  dispersion  of  providers, 
including  nonphysician  practitioners,  can  contribute  to 
improved  access  for  the  poor.  Toward  that  end,  the  Commission 
has  recommended  Medicare  payment  policy  changes  related  to 
nonphysician  practitioners  (NPPs) ,  most  of  which  would  require 
changes  in  legislation.  One  change  --  use  of  a  modifier  on 
Medicare  claims  forms  to  identify  NPP  services  --  could  be 
implemented  by  DHHS  without  legislation.  This  change  would 
permit  measurement  of  the  range  and  volume  of  services  NPPs 
currently  provide  and  would  aid  budgetary  planning  of  any 
legislative  changes.  To  date,  DHHS  has  not  acted  on  this 
recommendation . 

The  Commission  has  found  that  certain  vulnerable  populations 
of  Medicare  beneficiaries,  especially  African  American 
beneficiaries  and  those  living  in  urban  poverty  areas  and 
Health  Professional  Shortage  Areas,  have  poorer  access  to  care 
than  other  beneficiaries.  The  Health  Care  Financing 
Administration' s  Consumer  Information  Strategy  (CIS),  launched 
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in  1994,  has  the  potential  to  improve  access  for  these 
vulnerable  beneficiaries.  By  distributing  information  to 
beneficiaries,  providers,  consumer  and  professional 
organizations,  and  others,  the  CIS  can  increase  awareness  of 
the  importance  of  particular  services,  including  preventive 
services,  which  have  the  potential  to  contribute  to  improved 
health  outcomes.  The  Health  Care  Financing  Administration  has 
now  also  moved  to  focus  a  major  portion  of  its  access 
monitoring  on  vulnerable  populations  and  plans  to  do 
additional  analyses  of  the  factors  contributing  to  their 
poorer  access  that  could  suggest  policy  interventions. 

Mr.  Stokes:  With  respect  to  the  poor,  to  what  extent  is  the 
lack  of  access  to  health  care  associated  with  a  shortage  of 
minority  health  care  physicians,  specialists,  and  other 
minority  health  care  providers? 

Dr.  Eisenberg:  Lack  of  access  to  health  care  may  result  from 
a  lack  of  minority  physicians  as  well  as  multiple  other 
factors.  Barriers  include  individuals'  inability  to  pay  for 
needed  care,  lack  of  available  providers,  and  cultural 
differences.  The  Commission  has  previously  noted  that  many  of 
the  poor  are  not  located  new  areas  where  physicians  practice. 
The  reasons  for  this  are  both  economic  and  noneconomic.  From 
an  economic  perspective,  many  physicians  would  prefer  to  treat 
persons  with  insurance  than  those  whose  ability  to  pay  is  more 
tenuous.  Among  the  noneconomic  reasons  are  closeness  to  home, 
safer  environment  and  treating  social  peers.  Physicians  may 
also  feel  less  comfortable  treating  AIDs  and  drug  addiction 
that  are  more  common  in  poorer  neighborhoods.  The  racial 
composition  of  neighborhoods  also  affects  physician 
distribution  with  physician-to-population  ratios  lower  in 
minority  areas. 

The  Commission  has  recommended  that  a  number  of  policy 
strategies  be  pursued  to  improve  access  for  low- income 
populations.  These  include  improving  payment  rates  under  the 
Medicaid  program,  continuing  to  make  bonus  payments  under 
Medicare  for  providers  caring  for  the  underserved,  increasing 
support  for  community  health  centers  and  other  community-based 
providers,  and  continuing  federal  support  for  training 
providers  willing  to  serve  in  these  communities,  such  as  the 
National  Health  Service  Corps,  Area  Health  Education  Centers, 
and  other  health  professions  education  programs. 

RISK  ADJUSTMENT  AND  COMMUNITY  RATING  --  PPRC 

Mr.  Stokes:  Where  is  the  Commission  with  respect  to  risk 
adjustment  and  community  rating's  impact  on  minority 
consumers,  providers,  and  communities?  What  can  you  tell  the 
Committee  this  year  that  you  could  not  last  year? 
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Dr.  Eisenberg:  The  Commission  this  year  looked  at  recent 
decisions  of  states  to  adopt  some  versions  of  rating  reforms 
and  risk  adjustment.  Thus  far,  44  states  have  enacted  limits 
on  premium  pricing  in  the  form  of  rating  restrictions, 
modified  community  rating,  or  full  community  rating.  About 
half  of  these  have  enacted  community  rating  or  modified 
community  rating  rules  that  limit  the  use  of  health  status  and 
other  factors  except  possibly  for  age,  family  size,  and 
geography.  In  addition,  about  30  states  have  enacted  risk- 
adjustment  mechanisms  or  reinsurance  pools.  About  10  states 
mandate  participation  in  reinsurance  pools;  the  rest  have 
voluntary  reinsurance  pools. 

The  Commission  this  year  recommended  that  reform  of  the  small - 
group  insurance  market,  whether  undertaken  at  the  federal  or 
state  level,  should  be  based  on  several  complementary  elements 
that  include  both  some  form  of  community  rating  and  some  type 
of  risk  adjustment,  reinsurance,  or  partial  capitation. 

Because  minority  providers  and  consumers  may  be  geographically 
concentrated,  the  definition  of  a  community  rating  area  is 
particularly  important.  The  Commission  proposed  that 
community  rating  areas  include  undivided  metropolitan 
statistical  areas  without  regard  to  state  boundaries.  In  this 
way,  boundaries  should  not  isolate  or  "redline"  communities 
based  on  health  status,  race,  and  other  factors  for  which 
insurance  premiums  should  not  vary. 

In  addition,  minority  consumers  may  have  a  higher-than-average 
likelihood  of  needing  health  services,  and  minority  providers 
may  treat  sicker-than-average  patients.  Some  form  of  risk 
adjustment  or  reinsurance  should  help  to  protect  those 
insurers  that  serve  higher  risk  populations  or  contract  with 
providers  that  do  so  and  thus  reduce  their  incentives  to  avoid 
these  consumers.  Rules  guaranteeing  that  insurers  offer  the 
same  policies  to  all  groups  and  prohibiting  selective 
marketing  by  health  plans  are  also  important  deterrents  to 
discrimination  against  minority  consumers  and  providers. 

The  adoption  of  different  reforms  across  the  states  should 
provide  an  opportunity  to  see  how  different  approaches  to 
community  rating  and  risk  adjustment  affect  minority 
communities.  It  would  be  useful  to  study  who  gains  or  loses 
insurance  under  various  reforms  as  well  as  any  decisions  made 
by  insurers  and  health  plans  about  whether  to  serve  minority 
communities . 

MEDICAID  --  PPRC 

Mr.  Stokes:  Last  year  the  Commission  expressed  concern  that 
Medicaid  fees  are  too  low  to  ensure  access  to  care  for 
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Medicaid  beneficiaries.  The  Commission  indicated  that 
Medicaid  fees  are  about  73  percent  of  Medicare  levels,  and  are 
47  percent  of  the  rate  paid  by  private  insurers.  In  light  of 
this  concern  and  the  approval  of  1115  Medicaid  waivers,  to 
what  extent  might  access  to  care  for  Medicaid  beneficiaries  be 
further  reduced? 

Dr.  Eisenberg:  The  Commission's  previous  estimates  of 
Medicaid  fee  levels  focused  on  f ee-for-service  payments,  while 
these  demonstrations  typically  use  managed  care  arrangements. 
The  Commission,  however,  is  concerned  that  payment  rates  to 
managed  care  plans  and  payments  to  providers  may  be  too  low  to 
secure  to  adequate  participation.  On  the  other  hand,  in  some 
cases  HCFA  has  waived  federal  requirements  so  that  states  can 
pay  more  than  they  would  have  under  f  ee-for-service 
arrangements . 

In  addition  to  payment  rates,  the  Commission  is  concerned 
about  the  effects  of  other  aspects  of  these  waivers  on  access 
to  care.  Many  of  the  waivers  have  instituted  cost  sharing 
requirements  for  the  newly  eligible  that  could  discourage  low- 
income  beneficiaries  from  purchasing  insurance  and  seeking 
care.  For  example,  nearly  80  percent  of  the  uninsured  in 
Tennessee  indicated  that  they  could  not  afford  the  insurance 
provided  by  TennCare .  Also  of  concern  is  a  threat  that  those 
who  previously  served  Medicaid  recipients,  such  as  community 
health  centers,  may  be  unable  to  continue  to  do  so  under  these 
waivers . 

Finally,  access  may  be  affected  by  how  these  programs  are 
implemented.  Time  and  adequate  planning  are  required  to 
implement  these  programs.  States  need  to  develop  systems  to 
monitor  access,  quality,  financial  stability  and  marketing. 
The  degree  of  financial  risk  experienced  by  providers  must  be 
limited.  Beneficiaries  must  be  provided  with  information 
about  managed  care  arrangements. 

REVAMPING  MEDICARE  AND  MEDICAID  --  PPRC 

Mr.  Stokes:  To  what  extent  has  the  Commission  assessed  the 
current  proposals  under  consideration  with  respect  to  changes 
in  Medicare?  What  advice  would  you  provide  the  Congress  as  it 
looks  to  revamp  Medicare?  What  advice  would  you  provide  the 
Congress  as  it  looks  to  revamp  Medicaid? 

Dr.  Eisenberg:  The  Commission's  recent  annual  report  included 
several  chapters  investigating  how  changes  in  Medicare  and 
Medicaid  could  be  made  consistent  with  innovations  in  the 
private  sector.  These  included  discussion  of  the  payment 
rates  of  Medicare  and  other  payers,  the  Medicare  risk 
contracting  program,  coverage  decisions,  telemedicine,  and 
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policies  to  enhance  states'  flexibility  in  meeting  the  health 
care  needs  of  the  poor  through  their  Medicaid  programs. 

Future  efforts  to  limit  Medicare  spending  for  physicians' 
services  may  focus  on  either  the  f ee-for-service  sector,  still 
the  predominant  form  of  payment  under  the  program  and  the 
option  chosen  by  over  90  percent  of  beneficiaries,  or  on 
expanding  enrollment  in  managed-care  plans  in  anticipation 
that  such  systems  of  care  will  be  more  efficient  providers. 
Efforts  to  attain  savings  in  the  short-term,  however,  should 
not  lose  sight  of  structural  problems  that  could  impede 
achievement  of  policy  goals  in  the  long-term.  Specifically, 
changes  in  the  system  of  Volume  Performance  Standards  are 
needed  to  ensure  its  ability  to  control  the  rate  of  volume 
growth  should  it  begin  to  rise  again,  while  changes  in  the 
method  for  paying  managed  care  plans  are  needed  to  enhance 
their  willingness  to  participate  in  the  program.  The 
Commission  made  suggestions  in  each  of  these  areas  which 
would  enhance  program  performance  and  help  it  capitalize  on 
innovative  changes  in  the  health  care  market. 

With  respect  to  Medicaid,  the  Commission  has  focused  its  most 
recent  work  on  issues  related  to  Section  1115  research  and 
demonstration  waivers  that  are  being  used  to  expand  Medicaid 
eligibility  and  enroll  more  beneficiaries  in  managed  care.  If 
the  Congress  chooses  to  continue  the  current  administrative 
and  financing  structure  of  the  Medicaid  program,  the 
Commission  recommends  that  the  existing  demonstration 
authority  be  modified  to  include  explicit  research 
requirements,  and  that  a  new  waiver  authority  be  created  to 
allow  states  to  expand  coverage  to  the  uninsured. 

PRECAUTIONS  FOR  MANAGED  CARE  --  PPRC 

Mr.  Stokes:  In  your  professional  judgment,  as  the  nation 
rushes  to  managed  care  what  precautions  must  be  taken,  and 
what  could  result  if  those  precautions  are  ignored? 

Dr.  Eisenberg:  In  the  private  sector,  managed-care  enrollment 
has  risen  steadily  over  the  past  decade.  If  managed  care  is 
defined  to  include  health  maintenance  organizations,  preferred 
provider  organizations,  and  point-of -service  plans,  65  percent 
of  insured  workers  in  firms  with  200  or  more  workers  were  in 
managed  care  in  1994,  up  from  only  47  percent  in  just  three 
years.  In  Medicare  and  Medicaid,  managed-care  enrollment  is 
also  growing  rapidly,  although  the  le\el  remains  low, 
especially  in  Medicare. 

As  consumers  are  encouraged  by  both  private  and  public 
purchasers  to  enroll  in  managed-care  plans,  it  is  important  to 
protect  and  monitor  access  and  quality.    Several  specific 
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examples  of  areas  where  precautions  are  probably  justified  are 
the  protection  of  beneficiaries'  freedom  of  choice,  the 
financial  incentives  used  by  health  plans,  and  quality 
assurance.  The  Commission  has  analyzed  each  of  these  for  its 
report  to  Congress . 

Private  sector  managed-care  enrollees  are  typically  locked 
into  the  plan  they  choose  (and  its  provider  network)  for  a 
year.  The  increased  availability  of  point-of -service  options 
offers  many  workers  the  ability,  however,  to  maintain 
continuity  of  care  in  the  event  that  a  particular  physician 
leaves  the  plan.  By  contrast,  Medicare  rules  only  lock  in 
beneficiaries  for  one  month's  time.  Because  these  short  lock- 
in  periods  tend  to  contribute  to  adverse  selection,  they  may 
need  to  be  changed.  If  so,  it  may  be  important  to  explore 
increased  availability  of  point-of -service  options  for 
Medicare  and  Medicaid. 

For  many  managed-care  plans,  financial  incentives  are 
important  tools  in  managing  care.  Use  of  capitation  or  other 
incentive  arrangements  eliminates  or  reduces  the  link  between 
higher  payment  and  higher  use  of  services.  At  the  same  time, 
these  approaches  can  create  an  incentive  for  underservice . 
The  Commission  this  year  proposed  that  the  Health  Care 
Financing  Administration  explore  methods  to  inform  Medicare 
and  Medicaid  beneficiaries  about  the  risk-sharing  arrangements 
that  plans  have  with  their  participating  physicians.  Such 
disclosure  is  also  part  of  the  Health  Plan  Employer  Data  and 
Information  Set  (known  as  HEDIS) ,  which  is  increasingly 
important  in  the  private  sector. 

Quality  assurance  is  a  continuing  concern  of  the  Commission, 
both  for  Medicare  and  Medicaid  and  for  private  health  plans. 
Because  managed  care  tends  to  change  the  incentives  felt  by 
practitioners,  approaches  to  monitoring  quality  may  need  to  be 
different  than  those  used  under  fee-for-service  medicine.  The 
Commission  over  the  past  two  years  has  looked  at  a 
multifaceted  approach  to  quality  assurance.  Components 
include  internal  quality  improvement  programs,  external 
quality  review,  and  standardized  quality  performance  reports. 
Important  developments  have  been  taking  place  in  the  private 
sector  in  these  areas,  and  both  Medicare  and  Medicaid  may 
benefit  from  efforts  to  incorporate  performance  reports, 
accreditation,  or  oversight  of  quality  assurance  programs. 
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MEDICARE  SPENDING  REDUCTIONS-ProPAC 

Mr.  STOKES.   Last  year,  the  Commission  expressed  concern 
regarding  possible  reductions  to  Medicare  and  funding  for 
disproportionate  share  providers.   To  what  extent  does  that 
concern  continue  with  respect  to  the  Medicare  change 
proposals  currently  under  consideration? 

Mr.  ALTMAN.   The  Commission  continues  to  be  concerned 
about  disproportionate  share  hospitals,  and  in  fact  the 
concern  may  be  heightened.   Under  many  of  the  proposals 
considered  last  year,  reductions  in  Medicare  and  Medicaid 
disproportionate  share  payments  would  have  been  accompanied 
by  expansions  in  coverage  for  the  uninsured.   Today,  the 
Congress  is  not  considering  expansion  of  coverage.   If  the 
Congress  decides  it  must  reduce  disproportionate  payments  as 
part  of  its  overall  reductions  in  Medicare  spending  growth, 
I  believe  that  the  formula  for  distributing  the  remaining 
funds  should  be  changed,  and  the  available  funds  better 
targeted  to  those  hospitals  in  the  greatest  need.   There 
currently  are  a  fair  number  of  hospitals  that  receive 
disproportionate  share  payments,  even  though  they  treat 
small  numbers  of  the  uninsured. 

Mr.  STOKES.   During  questioning  last  year  surrounding  the 
fact  that  Medicaid  and  Medicare  should  not  be  reduced  beyond 
the  current  level,  the  Commission  stated  that  "We  believe 
that  further  reductions  can  be  implemented  but  only  if 
coverage  is  provided  at  the  same  time  to  the  uninsured." 
Does  this  remain  a  valid  statement,  explain? 

Mr.  ALTMAN.   In  the  past  year,  we  have  seen  a  dramatic 
decline  in  hospital  cost  growth.   Consequently,  it  now  is 
possible  for  the  Medicare  program  to  further  slow  its  growth 
in  payments  to  hospitals  without  adversely  affecting  their 
overall  financial  condition.   As  I  noted  in  response  to  your 
previous  question,  if  Congress  determines  it  must  make 
additional  reductions  in  the  rise  in  spending,  then 
adjustments  in  current  policies  may  be  necessary  to  target 
available  payments  to  the  hospitals  at  greatest  risk. 

HOSPITAL  AND  PHYSICIAN  RELATIONS-ProPAC 

Mr.  STOKES.   Would  you  bring  the  Committee  up-to-date  on 
the  Commission's  research  project  that  examined  hospital  and 
physician  relationships. 

Mr.  ALTMAN.   We  have  completed  the  survey  portion  of  the 
project  and  will  be  including  some  of  the  findings  in  our 
upcoming  June  report.   We  also  have  issued  a  technical 
report.   Briefly,  most  hospitals  involved  their  physicians 
in  the  hospital's  capital  budgeting  process  and  shared  with 
them  financial  data.   Less  than  half  of  the  hospitals, 
however,  furnished  price  or  cost  information  on  ancillary 
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procedures  or  held  major  clinical  department  heads 
accountable  for  the  profits  and  losses  generated  by  their 
service.   Just  over  half  of  hospitals  used  physician 
profiling  and  shared  the  information  with  the  physician. 
About  two-thirds  of  these  used  the  results  to  decide  on 
reappointments,  and  half  used  the  information  for  individual 
physician  education.   Although  78  percent  of  hospitals 
reported  having  a  continuous  quality  improvement  program, 
only  one-third  of  the  programs  were  led  by  a  physician. 

MEDICARE  STATE-LEVEL  SPENDING-ProPAC 

Mr.  STOKES.   With  respect  to  Medicare  spending  at  the 
state  level,  to  what  extent  has  the  Commission's  analysis 
been  able  to  explain  why  there  are  significant  differences 
across  the  states. 

Mr.  ALTMAN.   We  currently  are  completing  the  first  phase 
of  our  analysis,  and  the  findings  will  be  presented  as  a 
chapter  in  our  June  report  to  Congress.   Major  factors  that 
account  for  differences  in  spending  at  the  state  level 
include  differences  in  input  prices  for  labor  and  supplies, 
population  age  and  sex  differences  across  states,  the  amount 
of  care  provided  to  Medicare  enrollees  by  Departments  of 
Defense  and  Veterans  Affairs  facilities,  and  patient 
migration  across  state  lines  to  receive  care.   We  have 
developed  ways  to  measure  and  account  for  these  differences 
and  find  that  large  differences  in  per  capita  spending 
remain.   In  some  cases  these  are  related  to  Medicare's 
payment  policies,  such  as  those  that  distribute  extra 
payments  to  states  with  large  numbers  of  teaching  and 
disproportionate  share  hospitals.   There  also  are  large 
differences  in  the  costs  of  furnishing  specific  services  and 
especially  in  the  use  of  services  across  states.   We  also 
are  examining  the  relationship  between  the  growth  of  managed 
care  and  changes  in  hospital  costs  per  capita.   The  second 
phase  of  our  study  will  take  the  descriptive  information  we 
have  developed  and  compare  it  with  characteristics  of  the 
states  and  their  populations  to  attempt  to  obtain  more 
specific  information  on  the  factors  accounting  for 
differences  in  spending  across  states. 

MEDICAID  MANAGED  CARE-ProPAC 

Mr.  STOKES.   To  what  extent  has  the  Commission  examined 
managed  care  as  it  relates  to  1115  Medicaid  waivers. 

Mr.  ALTMAN.   We  have  been  monitoring  the  implementation 
of  the  1115  waivers  and  the  findings  on  the  effects  of  these 
waivers  that  are  beginning  to  appear.   We  also  sponsored  a 
study  of  the  methods  selected  states  with  managed  care 
programs  (including  1115  and  1915  waivers)  are  using  to 
ensure  access  to  services.   The  project  did  not  evaluate 
each  state's  success  in  ensuring  access  to  needed  care; 
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however  we  reviewed  external  evaluations  of  each  program. 
This  information  will  be  included  in  our  June  report  to 
Congress. 
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EXECUTIVE  SUMMARY 

The  Physician  Payment  Review  Commission  was  established  as  an  advisory  body  to  the  Congress  in  the 
Consolidated  Omnibus  Budget  Reconciliation  Act  of  1985  (Public  Law  99-272).  It  was  charged  initially 
with  making  recommendations  for  changes  in  Medicare  policy  affecting  payment  to  physicians.  Since  that 
time,  the  Congress  has  expanded  its  mandate  several  times,  first  to  consider  policies  to  slow  growth  in 
Medicare  expenditures,  and  later  to  take  on  a  set  of  issues  affecting  the  broader  health  care  system.  Its 
13  members  bring  together  the  perspectives  of  physicians  and  other  health  piofessionals,  consumers  and 
the  elderly,  purchasers,  managed  care  organizations,  and  experts  in  health  services  and  health  economics 
research. 

The  Commission  began  its  work  in  1986  by  consulting  with  members  and  staff  of  the  Congress  to  define 
the  goals  for  reform  and  to  frame  the  issues  that  would  have  to  be  addressed  in  its  policy 
recommendations.  In  its  1989  annual  report,  the  Commission  proposed  a  fee  schedule  based  on  resource 
costs  to  replace  the  charge-based  Medicare  payment  system,  Volume  Performance  Standards  to  link  future 
fee  updates  to  past  changes  in  volume  growth,  limits  on  the  amounts  patients  must  pay  above  Medicare 
allowed  payments,  and  federal  support  for  research  on  the  effectiveness  of  medical  services  and  the 
development  of  tools  to  aid  physicians  in  improving  medical  practice.  The  Medicare  physician  payment 
reform  included  in  the  Omnibus  Budget  Reconciliation  Act  of  1989  (OBRA89)  contained  each  of  these 
elements.  OBRA89  also  gave  the  Commission  new  responsibilities  for  advising  the  Congress  on  setting 
standards  for  expenditure  growth,  updating  fees,  and  monitoring  beneficiary  access  and  financial 
protection. 

In  OBRA90,  the  Congress  called  for  a  substantial  expansion  in  the  Commission's  mandate  to  assist  it  with 
a  host  of  issues  moving  onto  the  congressional  agenda.  In  addition  to  its  continuing  work  on  Medicare, 
the  Commission  was  asked  to  consider  policies  related  to  restraining  health  care  costs  faced  by  employer- 
based  plans,  beneficiary  access  under  Medicaid,  physician  training  and  licensure,  medical  liability  reform, 
and  ensuring  quality  of  care.  Under  this  mandate,  the  Commission  has  integrated  its  work  on  Medicare 
into  a  broader  appraisal  of  the  changing  health  care  system,  putting  it  in  a  .irong  position  to  advise  the 
Congress  on  both  private  sector  reforms  and  the  implications  of  the  changing  health  services  market  for 
Medicare  and  Medicaid  policy. 

The  work  undertaken  by  the  Commission  is  designed  to  fulfill  its  responsibilities  as  an  adviser  to  the 
Congress.  The  Commission  places  a  high  priority  on  providing  timely  advice  to  the  Congress  and  has 
sought  to  respond  to  congressional  needs  both  in  the  issues  it  addresses  and  the  types  of  information  it 
provides.  It  communicates  its  analyses  and  recommendations  through  reports  and  testimony,  meetings  and 
briefings,  background  materials,  and  responding  to  inquiries  from  congressional  staff.  Since  the  new 
session  of  Congress  began,  the  Commission  has  been  actively  involved  in  providing  advice  to  staff  and 
members  of  the  committees  with  jurisdiction  over  Medicare,  Medicaid,  and  health  system  reform  issues. 
It  was  able  to  respond  quickly  because  of  the  working  relationships  it  had  developed  with  the  staff  of 
these  committees  over  the  years.  Given  the  importance  of  Medicare  and  other  health  issues  on  the 
congressional  agenda,  the  Commission  anticipates  a  very  active  year  working  with  the  Congress. 
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The  Commission  attributes  its  ability  to  serve  the  Congress  effectively  to  the  high  quality  of  its  analytical 
work  and  an  operational  style  that  is  flexible,  productive,  capable  of  providing  timely  advice,  and  sensitive 
to  the  concerns  of  groups  affected  by  its  recommendations.  Its  Commissioners  are  drawn  from  a  wide 
variety  of  perspectives.  Their  knowledge  about  the  issues  and  policy  optics  and  their  ability  to  reach 
consensus  on  difficult  issues  have  been  key  elements  in  providing  useful  ao  ice  to  the  Congress. 

The  Commission  has  consistently  fulfilled  its  ambitious  work  plans  through  the  commitment  of  its 
Commissioners  and  by  maintaining  a  high  caliber  staff  which  conducts  and  manages  all  Commission  work. 
To  maintain  its  quality  standards,  the  Commission  has  found  it  preferable  for  most  analytical  work  to  be 
conducted  by  its  staff.  It  uses  outside  contractors  selectively  to  draw  on  their  specialized  expertise  or  to 
obtain  information  not  readily  available  through  other  sources.  The  Commission  also  places  a  high 
priority  on  hearing  the  views  of  those  affected  by  its  recommendations  and  does  so  in  a  variety  of  ways. 

In  the  past  year,  the  Commission  submitted  the  five  reports  its  prepares  annually  for  the  Congress  and  an 
additional  report  on  payment  for  trauma  services  prepared  at  the  request  of  the  committees  with 
jurisdiction  over  Medicare  physician  payment.  It  testified  before  the  Congress  6  times  on  a  range  of  topics 
related  to  Medicare  and  health  system  reform,  as  well  as  participating  in  congressional  briefings.  It  held 
6  public  meetings  and  its  annual  hearing  in  which  25  groups  testified  and  45  groups  submitted  written 
testimony. 

The  Commission's  work  plan  for  fiscal  year  1996  will  encompass  work  on  Medicare  and  Medicaid.  In 
addition,  in  response  to  growing  congressional  interest  in  market-based  reform,  the  Commission  will  focus 
on  studying  changes  in  health  services  delivery,  assessing  their  implication  l.ir  Medicare  and  Medicaid 
policy,  and  exploring  policies  to  facilitate  market  reforms.  The  range  of  issue;,  <>n  the  Commission's  work 
plan  includes,  among  others,  the  impact  of  the  Medicare  Fee  Schedule  on  physician  payment,  analyses  of 
Medicare  and  private  fee-for-service  trends  in  payment  and  service  volume,  Medicare  managed  care. 
Volume  Performance  Standards,  Medicare  beneficiary  access,  integration  of  the  providers  of  health 
services,  relationships  between  physicians  and  managed  care  plans,  insurance  market  reform,  and  medical 
liability  reform.  The  Commission  will  consult  with  members  and  staff  of  the  Congress  in  setting  priorities 
for  work  on  these  and  other  issues. 

The  Commission  requests  $4,100,000  for  fiscal  year  1996.  This  funding  level  is  $76,000  below  the 
Commission's  fiscal  year  1995  appropriation,  representing  nearly  a  2  percent  reduction  from  the  current 
funding  level.  The  Commission  has  made  a  concerted  effort  to  introduce  efficiencies  into  its  operations 
and  fine  tune  its  budget  in  recent  years  which  allowed  it  to  request  a  5.5  percent  reduction  in  funding  in 
fiscal  year  1994  and  a  steady  state  budget  for  the  current  fiscal  year.  In  total,  these  actions  will  have 
reduced  the  Commission's  fiscal  year  1996  budget  by  nearly  9  percent  relative  to  its  fiscal  year  1993 
budget.  The  Commission  recognizes  the  serious  need  to  scrutinize  each  funding  category  in  response  to 
pressures  to  streamline  government  operations  and  to  reduce  the  budget  deficit,  and  it  will  continue  to  take 
steps  to  restrain  the  costs  associated  with  its  work  while  requesting  funds  to  allow  it  to  sustain  its  essential 
activities. 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 

Appropriation  Language 


General  and  Special  Funds: 


SALARIES  AND  EXPENSES 

For  expenses  necessary  to  carry  out  Section  1845(a)  of  the  Social  Security  Act,  [$4,176,000]  $4,100,000 
is  to  be  transferred  to  this  appropriation  from  the  Federal  Supplementary  Insurance  Trust  Fund. 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 

Authorizing  Legislation 


The  Congress  created  the  Commission  in  section  9305  of  the  Consolidated  Omnibus  Budget  Reconciliation 
Act  of  1985  (P.L.  99-272).  It  authorized  appropriations  of  "such  sums  as  may  be  necessary  to  carry  out 
the  provisions"  of  the  section.  The  funds  would  be  payable  from  the  Federal  Supplementary  Medical 
Insurance  Trust  Fund. 

The  Commission's  mandate  was  expanded  twice,  once  in  the  Technical  and  Miscellaneous  Revenue  Act 
of  1988  (P.L.  100-647)  and  again  in  section  41 18  of  the  Omnibus  Budget  Reconciliation  Act  of  1990 
(PL.  101-508).  The  authorization  for  the  appropriation  of  necessary  funds  for  the  Commission  to  conduct 
its  work  remains  unchanged. 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 

Authorizing  Legislation 


1995  1996  1996 

Amount  1995  Amount  Budget 

Authorized1  Estimate  Authorized  Request 


PPRC 


1.   Administration 

and  Management  '  $   3,385,980 


2.    Policy  Analysis  and 

Data  Development  '  $      790,020 


1  The  Commission's  authorizing  legislation,  PL.  99-272,  Section  9305(d),  stipulates  the  expenditures  of  "such  sums  : 
necessary." 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 


Budget  Authority  by  Activity 
(Budget  Authority  in  Thousands) 


Administration  and 
Management 


Policy  Analysis  and 
Data  Development 


1995  Base 
FTE  Amount 


$3,385,980 
790,020 


1996  Estimate 
FTE  Amount 


$3,309,980 


790,020 


$4,176,000 


$4,100,000 


1995 

1996 

Estimate 

Estimate 

1,367,489 

1,305,842 

125,141 

125,141 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 

Salaries  and  Expenses  by  Object  Classification 
(in  thousands  of  dollars) 
95-1000-1-1-801 


Personnel  Compensation: 

11.1        Fulltime  permanent 

1 1.3       Other  than  fulltime  permanent    

1 1.9       Total  personnel  compensation 1,492,630  1,430,983 

12.1        Personnel  benefits: 

Civilian    

21.0  Travel  and  Transport  of  Things    

23.1  Standard  level  user  charges    

23.2  Communications,  utilities,  and 

other  rent    

24.0  Printing  and  reproduction    

25.0  Other  services    

26.0  Supplies  and  Materials    

31.0  Equipment 

99.9       TOTAL  OBLIGATIONS 


425,400 

411,047 

124,146 

124,146 

151,848 

151,848 

771,820 

771,820 

120,460 

120,460 

1,022,102 

1,022,102 

39,500 

39,500 

28.094 

28.094 

4,176,000 

4,100,000 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 


Summary  of  Changes 


Authority 

FY  95  Current  Appropriation 
FY  96  Estimate 
Net  Change 


Budget 
Balance 

$4,176,000 
$4,100.000 
$      76,000 


Unobligated 
Incurred  Net 


Decreases: 


1995  Base 
Pos.  Budget 

(FTE)  Authority 


Change  from  Base 
Pos.  1996  Budget 
(FTE)  Request 


1.  Salaries 

Fulltime  Staff 

2.  Benefits 

Subtotal    

No  Change: 

1 .  Salaries 

Commission  Members 

Outside  Experts 

2.  Travel    

3.  SLUC/Space  Rent 

4.  Other  Communications 

Telephones/Postage    

Mainframe  Computing/ADP 

5.  Printing/Reproduction    

6.  Other  Commercial  Contracts  .  . 

GSA  Support  Services    .... 

7.  Policy  Analysis/Research  Studies 

8.  Supplies  and  Publications  .... 

9.  Equipment   

Subtotal    

TOTAL  NET  CHANGE 


$1,367,489 
425,400 


($   61,647) 
(14,353) 


$1,792,8 


n/a         ($  76,000) 


2 

$    125,141 

2 

$       -0- 

n/a 

-0- 

n/a 

-0- 

n/a 

124,146 

n/a 

-0- 

n/a 

151,848 

n/a 

-0- 

n/a 

.  71,820 

n/a 

-0- 

n/a 

700,000 

n/a 

-0- 

n/a 

120,460 

n/a 

-0- 

n/a 

195,782 

n/a 

-0- 

n/a 

36,300 

n/a 

-0- 

n/a 

790,020 

n/a 

-0- 

n/a 

39,500 

n/a 

-0- 

n/a 

28,094 

n/a 

-0- 

$2,383,111 


$4,176,000 


n/a        ($   76,000) 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 

FY  1996  Budget  Activity  by  Object  Classification 
(in  thousands  of  dollars) 


OBJECT  CLASSIFICATION: 

Salaries: 

Fulltime  Staff 

Other  Than  Fulltime 

Total       

Benefits  

Travel  

Standard  Level  User  Charges:    

Communications,  Utilities,  and  Other  Rent 

Mainframe  Computer  Services 

Telephone        

Postage  

Total  

Printing  &  Reproduction 

Other  Services: 

Research  Data/Policy  Analysis  Studies 
Other  Contracts  (meetings,  etc.)    .  . 

GSA  Services 

Total        

Supplies  and  Materials: 

Supplies 

Publications/Materials 

Total        

Equipment: 

Computers 

Furnishings    

Total       

Total  Obligations:    


FY  1995 
BUDGET  PLAN 

FY  1996 
REOUEST 

(1,368) 
(125) 
1,493 

(1,306) 
(125) 
1,431 

425 
124 
152 

411 
124 
152 

(700) 
(21) 
(511 

772 

(700) 
(21) 

im 

772 

(790) 
(196) 
(36) 
1022 


(26) 
(14) 
40 


(15) 
28 


120 


(790) 
(196) 
(36) 
1022 


(26) 
(14) 
40 


(15) 
03} 
28 


4,176 


4,100 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 


Salaries  and  Expenses: 
Detail  of  Permanent  Positions  and  Fulltime  Equivalent  Employment 


95-1000-1-1-801 

1994 

1995 

1996 

Actual 

Estimate 

Request 

"v 
GS/GM 

-  15 

2 

2 

2 

GS/GM 

-  14 

3 

3 

3 

GS/GM 

-  13 

5 

6 

7 

GS 

-  12 

3.3 

6 

6 

GS 

9-  11 

4 

3 

3 

GS 

6-   8 
f  fulltime 

3 

4 

4 

Current  total  number  o 

permanent  positions  filled 

21.3 

24 

25 

Anticipated  vacancies  to  be  filled 
by  end  of  fiscal  year 

Anticipated  total  fulltime  permanent  positions 

Total  hours  worked  47,84 

Total  of  compensable  FTE  employment     23.3  (actual) 


Average  ES  Level2 
Average  ES  Salary 
Average  GS/GM  Grade 
Average  GS/GM  Salary 


n/a 

1' 

0 

n/a 

25 

25 

0  (actual) 

52,000  (est) 

52,000  (est) 

(actual) 

25.00  (est) 

25.00  (est) 

n/a 

113,927 

n/a 

$  43,338 

n/a 

113,927 

n/a 

$  45,585 

n/a 

113,927 

n/a 

$43,120 

'  In  its  Fiscal  1 995  appropriations  request,  the  Commission  anticipated  filling  two  fulltime  positions;  this  has  been  decreased 
to  one  fulltime  position. 

2  This  schedule  is  for  comparison  only,  as  the  Commission  does  not  use  the  formal  government  scale  (GS)  or  Executive  Level 
scale  in  establishing  salary  levels  for  each  position.  Salaries  are  negotiated  individually.  The  Commission's  statute  mandates 
that  Commission  Members  be  compensated  for  the  time  devoted  to  Commission  business  at  ES  Level  IV.  The  total  compensable 
work  time  for  the  thirteen  (13)  Members  is  equivalent  to  two  (2.0)  full-time  positions. 


1152 
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Amounts  Available  for  Obligation 


Appropriation 

Unobligated  balance  start  of  year 

Unobligated  balance  lapsing 

TOTAL  OBLIGATIONS 


1994 

1995 

1996 

Actual 

ApDroDriation 

Estimate 

$4,171,000 

$4,176,000 

4,100,000 

-0- 

-0- 

-0- 

-0- 

-0 

-0- 

$4,171,000 

$4,176,000 

$4,100,000 
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Appropriation  History  Table 


Budget 
Estimate 
to  Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 

1987 

$1,Q0 1,000 

$1,000,000 

$1,000,000 

$1,000,000 

1988 

$3,210,000 

$2,997,000 

$2,997,000 

$2,997,000' 

1989 

$3,059,000 

$3,059,000 

$2,897,000 

$2,897,000 

1990 

$3,722,000 

$3,847,000 

$3,847,000 

$3,806,000 

1991 

$3,871,000 

$3,871,000 

$3,871,000 

$3,778,000 

1992 

$4,495,000 

$4,300,000 

$4,495,000 

$4,398,000 

1993 

$4,496,000 

$4,451,000 

$4,451,000 

$4,415,000 

1994 

$4,171,167 

$4,171,000 

$4,171,000 

$4,171,000 

1995 

$4,176,121 

$4,176,000 

$4,176,000 

$4,176,000 

1996 

$4,100,000 

'Total  appropriation  for  Fiscal  Year  1988  only,  actual  FY  1988  budgei  plan  included  FY  1987  carryover  amount  of  $127,000 

10 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 

Fiscal  Year  1996  Budget  Justification 


INTRODUCTION 

The  Physician  Payment  Review  Commission  was  established  as  an  advisory  body  to  the  Congress  in  the 
Consolidated  Omnibus  Budget  Reconciliation  Act  of  1985  (OBRA85)  (Public  Law  99-272).  It  was 
charged  initially  with  making  recommendations  for  changes  in  Medicare  policy  affecting  payment  to 
physicians.  Since  that  time,  the  Congress  has  expanded  its  mandate  several  times,  first  to  consider  policies 
to  slow  growth  in  Medicare  expenditures,  and  later  to  take  on  a  set  of  issues  affecting  the  broader  health 
care  system.  Its  13  members  bring  together  the  perspectives  of  physicians  an.i  other  health  professionals, 
consumers  and  the  elderly,  purchasers,  managed  care  organizations,  and  e:.>erts  in  health  services  and 
health  economics  research. 

The  Commission  began  its  work  in  1986  by  consulting  with  members  and  si  .ff  of  the  Congress  to  define 
the  direction  for  reform  and  to  frame  the  issues  that  would  have  to  be  addressed  in  its  policy 
recommendations.  It  submitted  its  first  annual  report  to  Congress  in  March  1987,  in  which  it  documented 
problems  with  the  existing  Medicare  payment  system  and  then  set  out  the  goals  for  reform.  Those  goals 
called  for  policies  that  would  create  a  more  rational  system  of  payments  to  physicians,  slow  the  rise  in 
spending  for  physicians  services,  limit  beneficiary  financial  liability,  and  provide  information  to  physicians 
and  patients  to  foster  appropriate  use  of  medical  services. 

In  its  1989  annual  report,  the  Commission  proposed  a  fee  schedule  based  on  resource  costs  to  replace  the 
charge-based  Medicare  payment  system,  Volume  Performance  Standards  to  link  future  fee  updates  to  past 
changes  in  volume  growth,  limits  on  the  amounts  patients  must  pay  above  Medicare  allowed  payments, 
and  federal  support  for  research  on  the  effectiveness  of  medical  services  and  the  development  of  tools  to 
aid  physicians  in  improving  medical  practice.  The  Medicare  physician  payment  reform  included  in  the 
Omnibus  Budget  Reconciliation  Act  of  1989  (OBRA89)  contained  each  of  these  elements.  OBRA89  also 
gave  the  Commission  new  responsibilities  for  advising  the  Congress  on  setting  standards  for  expenditure 
growth  and  updating  fees,  monitoring  beneficiary  access  and  financial  protection,  and  addressing 
unresolved  issues  related  to  implementation  of  the  Medicare  Fee  Schedule. 

In  OBRA90,  the  Congress  called  for  a  substantial  expansion  in  the  Commission's  mandate  to  assist  it  with 
a  host  of  issues  moving  onto  the  congressional  agenda.  In  addition  to  its  continuing  work  on  Medicare, 
the  Commission  was  asked  to  consider  policies  related  to  restraining  health  care  costs  faced  by  employer- 
based  plans,  beneficiary  access  under  Medicaid,  physician  training  and  licensure,  medical  liability  reform, 
and  ensuring  quality  of  care.  Under  this  mandate,  the  Commission  has  integrated  its  work  on  Medicare 
into  a  broader  appraisal  of  the  changing  health  care  system,  putting  it  in  a  strong  position  to  advise  the 
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Congress  on  both  private  sector  reforms  and  the  implications  of  the  changing  health  services  market  for 
Medicare  and  Medicaid  policy. 

To  carTy  out  its  work,  the  Commission  has  the  support  of  an  Executive  Director  and  up  to  25  staff 
members.  It  has  followed  established  operating  policies  for  meeting  its  responsibilities  since  it  began  its 
work  in  1986.  It  develops  its  work  plan  each  year  in  consultation  with  members  of  Congress  and  their 
staff.  It  generally  holds  seven  public  meetings  and  hearings  each  year  and  has  set  up  processes  to  ensure 
substantial  participation  in  its  work  by  interest  groups  and  experts  concerned  with  the  issues  on  its  work 
plan.  The  Commission  also  coordinates  with  the  Prospective  Payment  Assessment  Commission  (ProPAC) 
where  issues  related  to  hospital  and  physician  payment  overlap.  While  the  responsibilities  of  congressional 
agencies  differ,  they  may  cover  different  aspects  of  the  same  issue.  When  this  occurs,  the  Commission 
often  collaborates  with  staff  of  other  congressional  agencies  on  issues  of  mutual  interest. 

The  sections  that  follow  summarize  the  Commission's  accomplishments  in  the  past  year,  describe  the 
Commission's  work  plan  for  fiscal  year  1996,  and  explain  how  the  funds  for  FY  1996  would  be  used  to 
support  the  Commission's  work. 


ACCOMPLISHMENTS 

The  focus  on  health  system  reform  in  the  past  year  made  the  year  a  particularly  important  one  for  the 
Commission.  While  continuing  its  work  on  Medicare  and  Medicaid,  the  Commission  devoted  a 
considerable  amount  of  time  to  issues  central  to  congressional  deliberations  on  system  reform.  In 
consultation  with  key  members  and  staff  of  the  Congress,  it  shaped  a  work  plan  that  would  provide  useful 
analysis  and  advice  throughout  the  year.  It  devoted  15  chapters  of  its  Annuil  Report  to  Congress  1994 
to  system  reform  issues.  It  kept  the  Congress  informed  of  its  progress  while  preparing  the  report  and, 
through  both  informal  briefings  and  testimony,  it  shared  its  technical  advice  £  id  policy  recommendations. 
It  also  adapted  its  analyses  as  the  debate  progressed  and  responded  10  numerous  requests  from 
congressional  staff  on  specific  issues  that  arose  as  proposals  were  being  developed  and  modified. 

Commission  Reports  to  the  Congress 

The  Commission  submitted  six  reports  to  the  Congress  last  year.  It  reviewed  issues  related  to  Medicare, 
Medicaid,  and  system  reform  in  its  Annual  Report  to  Congress  1994.  It  also  submitted  the  reports  it 
prepares  annually  on  Volume  Performance  Standards  (VPS),  access  of  Medicare  beneficiaries,  beneficiary 
financial  liability  under  the  Medicare  Fee  Schedule,  and  comments  on  the  President's  budget.  In  addition, 
in  response  to  a  congressional  request,  it  issued  a  special  report  on  Medicare  payment  policy  for  trauma 
and  critical  care  services. 

The  Commission's  1994  annual  report  was  one  of  its  most  extensive  given  the  focus  on  health  system 
reform  within  the  Congress.  Chapters  of  the  report  covered  a  range  of  issues  being  considered  by  the 
Congress,  such  as  insurance  market  reform,  alternative  approaches  to  slowing  growth  in  health  spending, 
medical  liability  reform,  community  rating  of  health  insurance  premiums,  risk  adjustment,  quality 
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assurance,  coverage  decisions,  graduate  medical  education,  the  role  of  nonphysician  practitioners,  and 
health  system  data  needs.  The  second  section  of  the  report  addressed  issues  related  to  access  in  the 
Medicare  and  Medicaid  programs  as  well  as  reviewing  implementation  of  the  Medicare  Fee  Schedule  and 
Volume  Performance  Standards,  identifying  issues,  and  proposing  recommendations  to  improve  on  current 
policies. 

In  the  spring,  the  Commission  issued  its  three  congressional ly  mandated  reports  on  the  Medicare  program. 
It  presented  its  recommendations  for  updating  fees  and  for  setting  standards  for  Medicare  physician 
expenditure  growth  in  its  report  on  Volume  Performance  Standards.  In  that  report,  it  also  described  the 
trends  in  Medicare  spending  and  changes  in  physician  practice  patterns  affecting  those  trends.  It  also  set 
out  a  series  of  recommendations  for  changes  in  the  structure  of  the  VPS  policy  to  strengthen  incentives 
to  control  volume  growth  and  to  correct  for  distortions  in  relative  payments  resulting  from  the  current  use 
of  separate  standards  for  different  groups  of  services.  In  its  two  additional  reports,  the  Commission 
reported  to  the  Congress  on  beneficiary  access  to  care  and  financial  liability  under  the  Medicare  Fee 
Schedule.  Its  analyses  showed  that,  in  general,  the  payment  reform  has  not  adversely  affected  beneficiary 
access  to  care.  Certain  vulnerable  populations  who  experienced  access  problems  prior  to  the  reform, 
however,  continue  to  have  lower  utilization  of  services  and  poorer  outcomes.  The  Commission's  analyses 
also  have  found  that  the  policies  now  in  place  affecting  beneficiary  financial  liability  have  led  to  increases 
in  the  number  of  claims  for  which  physicians  accept  the  Medicare  payment  as  payment  in  full  and 
reductions  in  the  amount  charged  to  beneficiaries  when  physicians  choose  to  bill  above  the  Medicare 
allowed  payment. 

The  Commission  also  commented  in  a  separate  report  on  proposed  changes  in  Medicare  physician  payment 
contained  in  the  President's  budget.  These  comments  covered  changes  to  the  Volume  Performance 
Standard  policy,  moving  to  resource-based  payments  for  the  practice  expense  and  malpractice  expense 
components  of  the  Medicare  Fee  Schedule,  and  revisions  to  the  bonus  payments  applied  to  physician 
services  in  Health  Professional  Shortage  Areas. 

The  Commission  submitted  a  report  on  payment  for  trauma  and  critical  care  services  in  response  to  a 
request  from  the  committees  with  jurisdiction  over  Medicare  physician  payment.  That  report  reviewed 
the  services  provided  by  trauma  and  critical  care  specialists,  assessed  issues  arising  from  current  payment 
policies  and  the  changes  recently  introduced  by  the  Health  Care  Financing  Administration.  It  proposed 
recommendations  both  for  monitoring  the  effects  of  the  recent  HCFA  changes  and  for  testing  the 
application  of  a  global  payment  to  cover  trauma  services  provided  by  physicians  in  hospitals  designated 
to  care  for  the  most  complex  trauma  patients. 

Advice  to  the  Congress 

The  work  undertaken  by  the  Commission  is  designed  to  fulfill  its  responsibilities  as  an  adviser  to  the 
Congress.  The  Commission  places  a  high  priority  on  providing  timely  advice  to  the  Congress  and  has 
sought  to  respond  to  congressional  needs  both  in  the  issues  it  addresses  and  the  types  of  information  it 
provides.  It  communicates  its  analyses  and  recommendations  both  formally  through  reports  and  testimony 
and  informally  through  meetings  and  briefings  with  members  of  the  Congress  and  their  staff.    The 
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Commission  also  shares  background  materials  with  the  staff  of  key  congressional  committees  to  keep  them 
informed  of  work  in  progress  that  may  be  useful  to  them.  Commission  staff  pride  themselves  on  being 
responsive  to  inquiries  from  congressional  staff  and  assisting  them  in  understanding  both  the  technical  and 
policy  elements  of  issues  before  them. 

The  Commission  has  testified  six  times  so  far  in  fiscal  year  1995  before  the  following  committees: 


Subcommittee  on  Health,  Committee  on  Ways  and  Means 

Subcommittee  on  Health  and  the  Environment,  Committee  on  Energy  and  Commerce 

Subcommittee  on  Economic  and  Commercial  Law,  Committee  on  Judiciary 

Senate: 

Committee  on  Finance 

Subcommittee  on  Courts  and  Administrative  Practice,  Committee  on  Judiciary 

It  presented  its  analyses  and  recommendations  on  Medicare  and  health  care  reform,  approaches  to 
constraining  cost  increases  under  health  system  reform,  medical  liability  reform,  graduate  medical 
education,  outcomes  research  and  practice  guidelines,  and  coverage  decisions. 

The  Commission  chairman  and  executive  staff  held  a  series  of  meetings  early  in  the  year  with 
congressional  staff  to  focus  the  Commission's  work  on  issues  of  greatest  concern  to  the  Congress. 
Periodic  discussions  with  staff  after  those  meetings  allowed  the  Commission  to  adapt  its  work  as  new 
issues  arose  or  the  debate  shifted  on  health  system  reform.  In  addition  to  these  informal  discussions, 
Commission  staff  participated  in  congressional  briefings  covering  a  range  of  system  reform  issues.  Given 
the  extent  of  congressional  activity  on  system  reform  and  the  broad  range  of  issues  being  considered,  the 
Commission  staff  spent  considerable  time  responding  to  requests  for  information  and  technical  advice  from 
congressional  staff. 

Since  the  new  session  of  Congress  began,  the  Commission  has  been  actively  involved  in  providing  advice 
to  staff  of  the  committees  with  jurisdiction  over  Medicare,  Medicaid,  and  health  system  reform  issues. 
It  was  able  to  respond  quickly  because  of  the  working  relationships  that  it  had  developed  with  the  staff 
of  these  committees  over  the  years.  Thus  far,  it  has  met  with  staff  of  the  House  Ways  and  Means  Health 
Subcommittee,  the  House  Commerce  Subcommittee  on  Health  and  the  Environment,  and  the  Senate 
Finance  Committee.  The  Commission  chairman  presented  a  briefing  on  Medicare  Part  B  physician 
services  to  members  of  the  Ways  and  Means  Health  Subcommittee  and  is  scheduled  to  testify  before  the 
Subcommittee  on  Medicare  expenditure  growth  on  February  6.  A  separate  briefing  was  given  for 
congressional  staff  in  preparation  for  the  hearing.  Given  the  importance  of  Medicare  and  other  health 
issues  on  the  congressional  agenda,  the  Commission  anticipates  a  very  active  year  working  with  the 
Congress. 
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Commission  Operations 

The  Commission  has  found  its  work  well  received  and  is  sought  out  by  many  in  the  Congress  for  advice. 
It  attributes  its  effectiveness  to  both  the  high  quality  of  its  analytical  work  and  an  operational  style  that 
is  flexible,  productive,  capable  of  providing  timely  advice,  and  sensitive  to  the  concerns  of  groups  affected 
by  its  recommendations.  Its  Commissioners  are  drawn  from  a  wide  variety  of  perspectives  health  care 
delivery  and  payment  issues  including  business,  managed  care,  physicians,  nursing,  consumers,  and 
researchers.  Their  knowledge  about  the  issues  and  policy  options  and  their  ability  to  reach  consensus  on 
difficult  issues  have  been  key  elements  in  providing  useful  advice  to  the  Congress. 

The  Commission  has  consistently  fulfilled  its  ambitious  work  plans  through  the  commitment  of  its 
Commissioners  and  by  maintaining  a  high  caliber  staff  which  conducts  and  manages  all  Commission  work. 
To  maintain  its  quality  standards,  the  Commission  has  found  it  preferable  for  most  analytical  work  to  be 
conducted  by  its  staff.  It  uses  outside  contractors  selectively  to  draw  on  their  specialized  expertise  or  to 
obtain  information  not  readily  available  through  other  sources.  The  Commission  also  places  a  high 
priority  on  hearing  the  views  of  those  affected  by  its  recommendations  and  does  so  in  a  variety  of  ways, 
from  drawing  on  the  expert  judgment  of  individuals  to  seeking  formal  testimony  from  the  organizations 
that  represent  them.  The  Commission  views  these  interactions  as  enhancing  its  understanding  of  the  issues 
before  it  and  part  of  its  responsibility  as  a  public  agency. 

Conducting  its  Work.  The  most  important  resource  the  Commission  has  in  conducting  its  work  is  its 
staff.  The  Commission's  current  budget  allows  for  a  staff  of  26,  20  of  whom  are  professionals  supported 
by  6  administrative  and  clerical  staff.  The  staff  conducts  and  closely  supervises  most  of  the  analytical 
work  used  by  the  Commission.  It  is  also  responsible  for  responding  to  congressional  inquiries, 
maintaining  working  relationships  with  other  federal  agencies,  and  interacting  with  representatives  of 
interest  groups,  the  press,  and  the  public.  The  broad  scope  of  the  Commission's  mandate,  and  the  need 
both  to  anticipate  the  issues  and  to  respond  quickly  with  high-quality  analyses,  make  it  even  more 
imperative  that  the  Commission  maintain  a  highly  trained  and  experienced  staff.  The  analytic  support 
provided  by  this  group  of  professionals  has  been  one  of  the  principal  factors  enabling  the  Commission  to 
respond  to  the  Congress  consistently  with  timely  and  relevant  advice. 

The  nature  of  the  issues  addressed  by  the  Commission  calls  for  the  acquisition  of  data  from  both  the 
public  and  private  sectors.  Often  the  databases  are  quite  large  and  require  a  substantial  commitment  of 
staff  resources  to  prepare  them  for  analysis  as  well  as  to  perform  the  analytic  work.  The  Commission  is 
supported  in  this  work  by  contracted  computer  and  programming  services  tr>at  have  become  an  integral 
part  of  its  operations.  In  addition,  the  Commission  uses  outside  contractors  to  carry  out  surveys  and  other 
projects  that  provide  needed  information  and  complement  the  analyses  and  expertise  of  the  staff. 

Relations  with  Interest  Groups  and  the  Public.  Since  the  Commission  began  its  work,  it  has 
followed  a  policy  of  openness  in  its  deliberations  and  accessibility  to  those  affected  by  its 
recommendations.  Its  experience  in  conducting  its  business  in  an  open  manner  has  reinforced  its  belief 
that  the  exchange  of  ideas  and  viewpoints  can  only  strengthen  its  work. 
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Last  year,  the  Commission  held  six  public  meetings  in  addition  to  its  annual  planning  retreat.  It  also  held 
its  yearly  hearing  in  which  interested  groups  are  invited  to  comment  on  the  issues  to  be  addressed  in  the 
Commission's  next  annual  report  to  the  Congress.  This  hearing  consistently  has  generated  considerable 
interest.  Last  year,  the  Commission  received  67  requests  from  groups  to  testify.  It  heard  testimony  from 
25  groups  and  reviewed  written  statements  submitted  by  45  other  groups.  Commission  staff  summarized 
the  key  issues  and  commentaries  from  each  of  these  statements  and  shared  the  summaries  with 
congressional  staff. 

Outside  of  its  hearings  and  public  meetings,  the  Commission  finds  a  numbe-  of  opportunities  during  the 
year  to  inform  interest  groups  of  its  work  or  to  ask  them  for  information  or  a  .vice.  In  some  cases,  it  may 
turn  to  specialty  societies  to  update  information  it  requires  for  yearly  reports  to  Congress.  Each  year,  for 
example,  the  Commission  requests  information  on  the  use  of  new  technologies  to  incorporate  into  its 
report  to  Congress  on  setting  Volume  Performance  Standards  and  updating  Medicare  fees.  The 
Commission  has  also  made  it  a  practice  to  circulate  draft  chapters  of  its  annual  report  to  a  broad  range 
of  groups  for  comment  on  both  its  analysis  of  issues  and  its  recommendations.  This  past  year  86  groups 
or  policy  experts  received  the  chapters  for  review. 

The  Commission  also  draws  on  individuals  with  expertise  in  a  wide  range  of  areas.  It  uses  their  advice 
and  professional  judgment  in  defining  its  work  on  developing  recommendations  on  specific  issues.  It 
often  invites  panels  of  experts  to  Commission  meetings  to  help  relate  policy  issues  to  actual  experience 
in  the  field  and  to  learn  about  innovative  approaches  to  problems  it  has  identified.  This  past  year,  the 
Commission  heard  from  experts  on  antitrust  issues,  Medicaid  section  1115  waivers,  updating  the  Medicare 
relative  value  scale,  and  the  changing  market  for  health  services.  The  Commission  also  invited  a  group 
of  medical  educators  to  discuss  issues  related  to  support  for  graduate  medical  education  and  the  feasibility 
of  approving  residency  programs  for  funding  on  the  basis  of  educational  quali.y.  It  also  convened  a  panel 
of  executives  from  health  plans  and  institutions,  researchers,  and  policy  analysts  to  advise  it  on  ways  to 
improve  the  development  and  use  of  practice  guidelines.  In  addition  to  convening  individuals,  this  year 
Commission  staff  used  a  site  visit  to  a  rapidly  changing  health  care  market  to  learn  first  hand  from 
providers  and  purchasers  about  the  process  of  integration  and  the  restructuring  of  health  services  delivery. 

In  1990,  the  Commission  established  an  Advisory  Panel  on  Access  to  assist  in  its  work  on  monitoring 
access  to  care  for  Medicare  beneficiaries.  The  panel  consists  of  1 1  practicing  physicians,  experts  on 
access  research,  and  representatives  of  beneficiary  and  rural  interests.  They  meet  twice  a  year  to  advise 
Commission  staff  on  its  analysis  plans,  interpretation  of  the  results  of  its  work,  and  congressionally 
mandated  comments  on  the  annual  report  on  Medicare  beneficiary  access  by  the  Secretary  of  Health  and 
Human  Services. 

The  Commission  has  also  found  the  input  of  practicing  physicians  and  beneficiaries  to  be  an  important 
source  of  information  and  insight  on  issues  of  concern  to  the  Congress.  This  past  year,  the  Commission 
conducted  a  survey  of  physicians  on  the  effects  of  the  changing  market  on  their  practices.  It  has  also 
surveyed  Medicare  beneficiaries,  working  through  their  national  organizations,  and  surveyed  congressional 
offices  on  beneficiary  complaints  about  access  problems. 
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Soliciting  comments,  seeking  outside  information  and  advice,  and  convening  expert  panels  are  time- 
consuming  activities  for  the  Commission  and  its  staff.  However,  because  these  activities  diminish  the  risk 
of  insulating  policy  development  from  actual  experience  in  the  health  sector,  they  help  the  Commission 
keep  the  Congress  informed  of  the  range  of  views  on  an  issue,  and  enhance  the  quality  of  the 
Commission's  work.  The  Commission  also  remains  committed  to  informing  the  public  about  its  activities 
and  the  policy  issues  it  addresses.  Interest  in  health  care  issues  has  grown  each  year  since  the  Commission 
was  established,  and  there  is  a  need  to  provide  the  public  with  clear  and  accurate  information. 
Commissioners  and  senior  staff  have  devoted  considerable  time  to  public  speaking,  responding  to  inquiries 
about  the  Commission's  work,  and  explaining  various  policy  issues  to  government  staff,  representatives 
of  professional,  trade,  and  consumer  organizations,  researchers,  journalists,  and  the  public.  They  consider 
this  to  be  time  well  spent.  It  has  often  been  the  case  that  the  Commission  also  benefits  from  the  insights 
gained  through  the  comments  and  questions  raised  in  this  context. 


COMMISSION  WORK  PLAN 

The  Commission's  work  plan  for  fiscal  year  1996  will  encompass  work  on  new  and  continuing  issues  in 
the  Medicare  and  Medicaid  programs.  In  addition,  in  response  to  growing  congressional  interest  in 
market-based  reform,  the  Commission  will  focus  on  studying  changes  in  health  services  delivery,  assessing 
their  implications  for  Medicare  and  Medicaid  policy,  and  exploring  policies  to  facilitate  market  reforms. 
The  Commission  will  consult  with  members  and  staff  of  the  Congress  in  setting  priorities  for  work  on  the 
issues  in  these  two  parts  of  the  work  plan. 

Medicare  and  Medicaid 

The  Commission's  work  related  to  Medicare  and  Medicaid  will  proceed  in  two  ways.  The  Commission 
will  continue  to  meet  its  monitoring  responsibilities  and  to  work  on  refinements  needed  for  the  programs 
to  function  more  effectively  while,  at  the  same  time,  consider  ways  to  restructure  the  programs  to  permit 
them  to  take  advantage  of  innovations  in  service  delivery  and  payment  that  are  now  being  used  in  the 
private  sector. 

Impact  of  the  Medicare  Fee  Schedule  on  Physician  Payment  The  Commission  will  continue 
analyzing  implementation  of  the  Medicare  Fee  Schedule  and  has  planned  two  major  sets  of  analyses. 
First,  using  claims  data  from  1992  through  1995,  it  will  look  at  the  impact  of  the  fee  schedule  on  the 
pattern  of  physician  payment  across  physician  specialties  and  geographic  areas.  Because  claims  data  are 
now  available  for  a  sample  of  physicians  providing  services  to  beneficiaries,  these  analyses  can  also 
include  a  description  of  practice-level  changes  in  payments  as  the  fee  schedule  is  phased  in.  These 
changes  can  be  considered  within  the  context  of  physician  specialty,  geographic  location,  and  participation 
in  Medicare.  Claims  data  from  the  first  few  years  of  fee  schedule  experience  will  also  be  used  to  analyze 
the  response  of  physicians  to  changes  in  payment  policy. 
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The  second  set  of  analyses  will  identify  how  policy  changes  between  1992  and  1995  have  affected  the 
distribution  of  payments  across  physician  specialty  and  geographic  areas.  This  work  will  evaluate  the 
effect  of  key  policy  changes  (these  include  fee  schedule  refinements,  updates  in  the  geographic  practice 
cost  index,  provisions  of  OBRA93,  and  fee  updates  determined  under  the  sysiem  of  volume  performance 
standards)  on  the  distribution  of  payments  expected  by  the  time  the  fee  schedule  is  fully  implemented. 
Economic  simulations  will  seek  to  identify  the  impact  of  these  various  policies  on  payments  and  will  help 
explain  why  payments  deviate  from  those  projected  when  the  fee  schedule  was  initially  designed. 

Monitoring  Studies  on  Practice  Expense  and  Payment  Areas.  The  Commission  will  monitor 
progress  of  the  Health  Care  Financing  Administration  in  working  on  two  issues  that  the  Commission  first 
identified  in  its-report  to  the  Congress  in  1989:  development  of  resource-based  practice  expense  relative 
values  and  redefinition  of  payment  areas.  The  Commission  will  review  HCFA's  recommendation  with 
regard  to  payment  areas  (expected  mid- 1995)  along  with  new  research  in  this  area  and,  drawing  upon  its 
previous  work,  make  recommendations  to  the  Congress  about  the  merits  of  alternative  payment  area 
definitions.  It  also  expects  to  follow  the  work  of  HCFA  and  its  contractor  closely  as  data  are  collected 
to  develop  resource-based  practice  expense  relative  values.  It  will  continu.  to  evaluate  issues  such  as 
across-practice  variation  in  resource  use  that  will  be  important  in  creating  relative  values  as  described  in 
the  Medicare  technical  amendments  of  September  1994  (P.L.  103-432).  The  Commission  will  also  work 
with  congressional  staff  to  determine  whether  the  authorizing  legislation  for  resource-based  practice 
expense  relative  values  should  be  modified  to  include  a  transition  period. 

Update  and  Periodic  Review  of  the  Medicare  Fee  Schedule.  OBR/.89  requires  that  the  relative 
work  values  used  in  the  Medicare  Fee  Schedule  be  reviewed  at  least  every  five  years.  The  Commission 
has  been  following  HCFA's  progress  in  developing  its  plans  for  the  five  ye...'  review,  and  has  also  been 
tracking  the  efforts  of  the  American  Medical  Association's  Relative  Value  Update  Committee  (RUC), 
which  will  be  an  important  contributor  to  the  review. 

HCFA  recently  signaled  the  formal  start  of  its  process  with  a  notice  in  the  Federal  Register,  announcing 
its  plans  to  publish  revised  values  in  January  1997.  In  FY96,  the  Commission  will  work  to  keep  Congress 
abreast  of  progress  in  this  area,  beginning  with  review  of  the  recent  Federal  Register  notice.  This  effort 
will  draw  on  the  Commission's  previous  work  that  set  out  principles  for  the  process  and  methodology  that 
should  be  used  in  revising  relative  values.  It  also  plans  to  evaluate  the  results  of  the  year-long  process 
when  these  are  published  by  HCFA  for  comment. 

Analysis  of  Medicare  and  Private  Fee-for-Service  Trends.  The  Commission  has  made  a  major 
effort  to  integrate  information  on  the  privately  insured  in  its  assessments  of  the  Medicare  program.  In 
1992,  the  Commission  purchased  claims  data  from  the  Medstat  Corporation  that  was  roughly  representative 
of  private  payers.  In  1993,  the  Commission  acquired  claims  data  from  two  major  private  insurers. 
Together,  these  three  data  sets  provide  a  validated  benchmark  for  payment  rates  and  volume  of  services 
in  the  private  sector. 
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Analyses  of  fees  allow  the  Commission  to  document  the  gap  between  those  ii-  Medicare  and  in  the  private 
sector.  Using  its  extensive  private-payer  claims  databases,  the  Commission  will  continue  monitoring 
trends  and  spillovers  between  Medicare  and  private  fee- for- service  payers.  An  early  Commission  survey 
showed  that  many  private  payers  intended  to  use  the  principles  of  the  Medicare  Fee  Schedule  in  their  own 
pricing  decisions.  The  Commission's  analysis  of  claims  data  through  1993  shows  that  private  payers  are 
following  through  on  these  intentions,  freezing  or  cutting  fees  for  many  procedures  and  tests  while 
allowing  fees  for  primary  care  services  to  rise.  Partly  as  a  consequence,  fee  inflation  among  private 
payers  was  just  1  percent  on  average  in  1993. 

The  Commission  has  a  number  of  ongoing  and  new  projects  in  this  area.  It  plans  to  acquire  and  process 
more  recent  claims  data,  in  order  to  continue  tracking  fee  and  volume  trends.  It  will  examine  trends  in 
the  volume  of  individual  services  billed  to  Medicare  and  to  private  payers.  These  private  sector  volume 
trends  provide  an  important  benchmark  forjudging  changes  in  the  Medicare  program.  Previously,  the 
Commission  found  that  declines  in  cataract  and  prostate  surgery  among  Medicare  beneficiaries  were 
mirrored  by  declines  among  the  privately  insured.  The  Commission  will  continue  to  gather  information 
and  track  these  trends  using  1994  and  later  claims  data. 

A  new  addition  to  the  Commission's  analysis  of  changes  in  volume  and  intensity  of  services  will  be  to 
look  at  the  underlying  changes  in  patterns  of  care.  For  instance,  physicians  may  provide  fewer  invasive 
surgeries  in  favor  of  less  invasive  techniques.  Such  changes  may  lead  to  reduction  in  costs  because  of 
the  substitution  of  surgical  techniques  and  because  of  changes  in  recovery  time,  follow-up  care,  and 
complications  of  surgery.  An  analysis  of  patterns  of  care  will  allow  a  better  understanding  of  the 
substitution  of  types  of  care  and  trends  in  care  underlying  the  general  trends. 

Analyses  of  patterns  of  care  will  draw  on  beneficiary  claims  from  Medicare  and  private  payers. 
Beneficiaries  with  particular  diagnoses  will  be  identified,  and  disease  histories  will  be  constructed  from 
their  claims.  Changes  in  patterns  of  care  will  be  identified  over  time  and  ac  oss  regions  of  the  country. 
The  analyses  of  samples  of  beneficiaries  will  be  supplemented  with  an  analysis  of  physician  practices. 
Drawing  on  claims  from  physician  practices,  shifts  in  the  use  of  particular  procedures  and  patterns  of  care 
will  be  identified. 

The  Commission  also  plans  to  analyze  access  to  care  targeted  on  areas  where  private  fees  are  highest 
relative  to  Medicare  fees  and  to  examine  the  extent  to  which  both  Medicare  and  private  sector  claims  data 
reflect  local  variation  in  practice  patterns. 

Finally,  the  Commission  has  become  recognized  as  a  source  of  unique  private  sector  claims  data  and  has 
provided  information  to  a  number  of  other  government  agencies  and  privite  research  organizations. 
Because  there  is  no  readily  available  alternative  source  of  private  sectcr  payment  information,  we 
anticipate  providing  a  similar  level  of  assistance  in  the  coming  year. 

Medicare  Managed  Care.  The  percentage  of  Medicare  beneficiaries  enrolled  in  organizations  with  risk 
contracts  doubled  from  1991  to  1994,  and  is  expected  to  grow  even  more  dramatically  over  the  next 
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decade.  In  the  coming  year,  the  Commission  will  explore  a  number  of  issues  related  to  managed  care 
under  Medicare.  These  include  encouraging  participation  by  managed  care  plans  in  the  Medicare  program 
and  providing  greater  opportunities  for  beneficiaries  (particularly  those  aging  into  the  program)  to  enroll 
in  such  plans.  Broader  managed  care  options  to  be  explored  will  include  Medicare  Select  or  point-of- 
service  plans,  in  addition  to  Medicare  HMOs.  In  addition,  the  Commission  will  assess  the  potential  for 
new  options  to  offer  managed  care  choices  for  beneficiaries  similar  to  those  for  the  general  population, 
and  to  achieve  cost  savings  for  Medicare.  This  analysis  will  extend  the  Commission's  current  work  on 
Medicare  risk  program  payment  policy,  where  it  has  examined  alternatives  for  improving  the  capitation 
payment  rate,  to  increase  HMO  participation  and  recapture  efficiency  savings  for  Medicare.  Options  now 
being  evaluated  include  refining  the  AAPCC  geographic  adjustments  and  introducing  competitive  pricing 
or  partial  capitation  payment  methods. 

The  Commission  may  also  examine  the  issues  involved  in  making  traditional  fee-for-service  Medicare 
compete  with  the  range  of  Medicare  managed-care  options  described  above.  The  competitive  bidding 
options  now  being  developed  by  the  Commission  could  provide  the  foundation  for  a  managed-competition 
system  that  gives  all  beneficiaries  a  broad  array  of  choices.  (The  Federal  Employees  Health  Benefits  Plan 
provides  a  model  for  a  managed-competition  system  that  operates  on  a  nationwide  basis.)  This  option, 
however,  raises  important  questions  about  the  basic  nature  of  the  Medicare  entitlement  -  what  a 
beneficiary  is  entitled  to,  especially  if  fee-for-service  Medicare  is  not  the  lowest-cost  plan. 

Because  there  is  little  information  about  access  to  care  for  those  Medicare  beneficiaries  who  receive  care 
from  managed  care  organizations,  the  Commission  also  plans  to  develop  am'  field  a  survey  of  Medicare 
beneficiaries  who  receive  services  from  managed  care  organizations.  The  survey  instrument  would  use 
some  questions  from  the  Medicare  Current  Beneficiary  Survey  and  develop  others  more  appropriate  to 
managed  care,  thus  permitting  comparisons  of  access  under  fee-for-service  and  under  managed  care.  In 
addition,  the  Commission's  survey  will  provide  information  about  what  type:,  of  managed  care  best  serve 
Medicare  beneficiaries  and  the  factors  that  affect  beneficiaries'  willingness  i  >  enroll  in  managed  care. 

Other  topics  of  interest  include  payment  methodologies  for  physicians  in  Medicare  managed  care 
organizations,  methods  to  increase  the  availability  of  managed  care  options  for  Medicare  beneficiaries, 
policy  changes  to  encourage  managed  care  to  serve  Medicare  beneficiaries,  and  the  adequacy  of  the  supply 
of  managed  care  organizations  to  serve  Medicare  beneficiaries  in  all  markets. 

Volume  Performance  Standards.  Volume  Performance  Standards  were  established  in  the  1989 
Medicare  physician  payment  reform  to  control  expenditure  growth  under  the  Medicare  Fee  Schedule.  In 
both  its  annual  report  and  volume  performance  standards  recommendations  to  the  Congress,  the 
Commission  identified  aspects  of  the  current  policy  that  distort  payment  away  from  the  resource-based 
relative  value  scale,  undermine  incentives  for  controlling  volume  and  create  an  unsustainable  downward 
spiral  in  payment  rates.  It  has  proposed  refinements  that  would  correct  current  payment  distortions  while 
enhancing  the  system's  ability  to  reduce  the  rate  of  increase  in  Medicare  expenditures.  This  year,  the 
Commission  plans  to  consolidate  these  suggested  refinements  into  one  set  of  recommendations  that  will 
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be  useful  to  the  Congress  when  it  takes  up  Medicare  physician  paymen-  policy  during  the  budget 
reconciliation  process. 

Because  the  VPS  process  determines  the  conversion  factors  for  the  Medicare  Fee  Schedule,  it  is  a  principal 
budgeting  tool  in  Medicare  Part  B.  The  Commission  will  advise  the  Congress  on  policy  options  within 
the  structure  of  the  VPS  policy  and  their  implications  for  achieving  savings  through  adjustments  in 
physician  payment  rates.  It  plans  to  continue  analyzing  the  impact  of  the  VPS  on  relative  payments  and 
identifying  methodological  issues  that  could  be  corrected.  It  will  also  spell  out  transition  steps  that  could 
be  taken  to  move  the  system  in  a  new  direction  should  Congress  decide  to  modify  current  law. 

In  addition,  the  Comm  ission  will  continue  to  formulate  recommendations  for  lee  updates  and  performance 
standards  as  required  under  OBRA89.  These  recommendations  rely  on  a  wide  range  of  data  sources, 
including  large  Medicare  and  private  sector  claims  databases.  In  particular,  comparisons  of  Medicare  and 
private  payer  data  will  allow  the  Commission  to  monitor  changes  in  the  gap  in  payment  rates  between 
private  insurers  and  Medicare. 

Use  of  Medicare's  Relative  Value  Scale  by  Other  Payers.  As  more  Medicaid  programs  and 
private  payers  look  for  ways  to  control  health  care  costs,  many  are  incorporating  elements  of  the  Medicare 
payment  system.  The  Commission  has  been  monitoring  the  use  of  the  Medicare  payment  system  by  other 
payers  for  the  last  four  years  and  plans  to  continue  this  effort  by  again  surve;  ing  state  Medicaid  programs 
and  a  sample  of  private  payers,  including  managed  care  plans.  The  summary  of  the  survey  results  in  the 
Commission's  upcoming  annual  report  will  provide  the  Congress,  state  Medicaid  agencies,  and  private 
payers  with  valuable  information  concerning  the  adoption  and  modification  of  the  Medicare  relative  value 
scale.  The  Commission  intends  to  proceed  with  its  monitoring  efforts  in  FY96  and  to  continue  to  be  a 
source  of  this  information. 

The  Commission  may  look  into  other  ways  payers  and  organizations  are  using  the  relative  value  scale, 
such  as  for  distributing  revenue  among  physicians  in  integrated  systems  of  care,  estimating  capitation  rates, 
or  profiling  physicians. 

Coverage  Decisions.  While  American  medicine  is  distinguished  by  its  commitment  to  finding  new 
therapies  and  technologies,  the  rapid  advance  of  science  requires  health  plans  and  payers  to  make  difficult 
decisions  about  whether  and  when  to  provide  coverage  for  new  technologies  and  treatments.  Last  year, 
the  Commission  considered  how  to  facilitate  such  coverage  decisions  within  the  context  of  health  reform, 
with  a  particular  focus  on  how  to  facilitate  individual  plans'  decisions  to  covei  expensive  and  controversial 
new  services.  This  year,  the  Commission  has  shifted  its  focus  to  coverage  decisions  under  the  Medicare 
program.  Given  the  need  for  the  federal  government  to  be  a  prudent  purchaser  of  health  services,  it  will 
begin  to  explore  the  potential  for  considering  costs  in  those  coverage  decisions. 

Telemedicine.  The  high  visibility  and  rapid  evolution  of  telemedicine  has  stimulated  the  Commission 
to  examine  issues  with  respect  to  Medicare  coverage  and  payment  policy  for  this  new  technology.  This 
year,  the  Commission  began  monitoring  several  telemedicine  projects  and  evaluation  studies,  and  will 
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continue  to  do  so  in  the  coming  year.  Most  of  the  focus  and  information  on  telemedicine  is  on  its  rural 
applications,  but  there  is  potential  for  substantial  growth  in  its  use  if  applied  outside  of  rural  areas.  The 
Commission  is  interested  in  extending  its  work  on  telemedicine  in  the  next  year  to  explore  the  use  of 
telemedicine  beyond  rural  areas  by  including  urban  areas  and  organized  health  systems  in  its  analyses. 

Beneficiary  Financial  Liability.  As  required  under  OBRA89,  the  Commission  reports  to  the  Congress 
annually  on  the  financial  liability  of  Medicare  beneficiaries.  Analyses  for  the  1996  report  will  include 
descriptive  material  on  physician  participation,  assignment  and  balance  billing  patterns.  Further 
examination  of  these  patterns  across  various  geographic  areas,  physician  specialties,  and  types  of  services 
will  be  used  to  probe  the  relationship  between  changes  in  fees  and  physicians'  billing  practices.  Particular 
attention  will  be  given  to  exploring  whether  physicians  have  become  more  willing  to  accept  assignment 
in  areas  or  for  services  where  Medicare  fees  have  received  the  largest  relative  gains  under  the  Medicare 
Fee  Schedule,  and  conversely  if  they  are  more  likely  to  balance  bill  when  fees  decline  most  sharply.  The 
1996  report  will  also  explore  the  experience  with  charge  limits  since  they  were  clarified  in  the  Social 
Security  Act  Amendments  of  1994  (P.L.  103-432). 

Finally,  the  Commission  plans  to  investigate  how  payment  policies  affect  beneficiaries'  out-of-pocket 
costs.  Analyses  will  combine  claims  data  with  the  Medicare  Current  Beneficiary  Survey  to  examine 
changes  in  balance  bills  according  to  beneficiary  characteristics  such  as  sex,  age,  race,  education,  and 
health  status.  Census  information  will  be  used  to  further  characterize  beneficiary  place  of  residence  to 
monitor  those  geographic  areas  and  vulnerable  subpopulations  that  may  be  tlie  first  to  reflect  changes  in 
physician  billing  practices.  In  addition  to  aggregate  trends,  the  distribution  of  balance  bills  will  be 
examined  to  consider  the  experiences  of  individual  beneficiaries. 

Monitoring  Access  for  Medicare  Beneficiaries.  Monitoring  access  tor  Medicare  beneficiaries  is 
a  congressionally  mandated  responsibility  of  the  Commission.  As  part  of  its  annual  report  on  access,  the 
Commission  conducts  analyses  designed  to  detect  changes  in  access  accompanying  physician  payment 
reform,  and  comments  on  the  annual  utilization  and  access  report  from  the  Secretary  of  Health  and  Human 
Services. 

Among  the  topics  to  be  considered  in  the  Commission's  1996  access  report  will  be  changes  in  physician 
willingness  to  provide  services  to  the  Medicare  population.  Claims  analyses  will  consider  whether  there 
have  been  any  changes  in  the  concentration  of  patients  among  subsets  of  physicians,  and  the  extent  to 
which  physicians  may  be  reducing  their  case  loads  of  Medicare  patients.  In  addition,  the  Commission  will 
survey  physicians  about  their  willingness  to  accept  new  Medicare  patients. 

The  1996  access  report  will  also  use  Medicare  claims  to  monitor  utilization  because  changes  in  service 
use  over  time  may  signal  changes  in  access.  The  report  will  examine  changes  in  use  of  specific  services, 
and  use  by  vulnerable  populations.  An  analysis  of  claims-based  clinical  indicators  of  access,  developed 
in  consultation  with  a  panel  of  physicians  convened  by  RAND,  will  be  updated  to  detect  changes  in  access 
for  those  with  specific  diagnoses. 
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Analyses  of  selected  questions  from  the  Medicare  Current  Beneficiary  Survey -whether  beneficiaries  have 
a  regular  source  of  care  and  whether  they  see  a  physician  when  ill-will  compl.ment  claims-based  analyses 
of  access.  Further  work  with  data  from  the  National  Ambulatory  Medical  Jare  Survey  (NAMCS)  will 
explore  if  the  content  and  scheduling  of  visits  is  changing  as  reform  is  implemented. 

Finally,  the  Commission  will  conduct  a  survey  of  congressional  offices  to  gauge  the  level  of  beneficiary 
complaints  about  access.  Results  of  similar  previous  surveys  have  identified  potential  access  problems 
that  can  be  studied  in  further  detail  with  other  data  sources. 

Medicaid.  Since  1 99 1 ,  the  Commission  has  focused  on  several  issues  in  the  Medicaid  program  including 
fee-for-service  "payment  levels,  quality  assurance  in  Medicaid  managed  care,  and  section  1115  waivers. 
Because  of  the  lack  of  available  data  on  each  state's  Medicaid  program,  the  Commission  has  conducted 
several  state  surveys  on  physician  payment  levels  and  quality  assurance  activities.  Much  of  its  attention 
has  focused  on  the  growing  use  of  managed  care  by  states  in  their  Medicaid  programs  and  under  section 
1115  waivers. 

This  coming  year,  the  Commission  will  continue  to  track  the  use  of  managed  care  arrangements  and 
restructuring  of  state  programs  under  the  section  1115  waivers.  It  will  assess  the  opportunities  created 
for  the  Medicaid  program  by  changes  in  the  market  for  health  services.  It  also  plans  to  survey  states  on 
their  methods  for  determining  capitation  rates  for  managed  care  plans.  As  the  Congress  takes  up  Medicaid 
policy,  the  Commission  is  prepared  both  to  provide  information  on  current  pi  lgram  activities  and  to  assess 
the  implications  of  alternatives  for  broader  restructuring  of  the  Medicaid  piogram. 

The  Changing  Health  Care  Market 

The  Commission's  effort  to  monitor  changes  in  the  health  care  market  will  have  two  purposes.  First,  it 
will  seek  to  ensure  that  Congress  has  systematic  information  about  changes  in  health  care  delivery  and 
financing  so  it  can  understand  their  impact  on  cost,  quality,  and  access.  It  will  consider  how  consumers, 
providers  and  payers  are  affected  by  a  more  competitive  market.  It  will  assess  the  impact  of  integration 
and  consolidation  on  physicians'  practice  options  and  on  consumers'  ability  to  choose  among  health  plans 
and  providers.  It  will  also  explore  the  types  of  information  needed  to  tester  competition  and  how 
changing  alliances  in  health  care  markets  affect  the  experience  of  using  medical  care. 

The  second  purpose  of  this  project  will  be  to  inform  policy  development  in  Medicare  and  Medicaid  to 
ensure  that  changes  in  those  programs  are  consistent  with  the  growth  of  managed  care  and  integrated 
systems.  Moreover,  because  a  number  of  states  are  taking  an  active  role  in  addressing  some  of  the  issues 
related  to  market  reform,  the  Commission  will  also  be  following  state  responses  to  market  changes  with 
the  goal  of  determining  which  issues  can  be  successfully  addressed  at  the  state  level  and  which  may 
warrant  congressional  attention. 

Integration  of  Health  Care  Delivery.  One  of  the  major  trends  in  the  health  care  market  is  the 
movement  toward  greater  integration  of  providers  of  health  care.  Physicians,  hospitals,  and  other  formerly 
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independent  providers  of  care  are  joining  in  a  variety  of  arrangements  to  create  integrated  delivery 
systems. 

Much  of  the  Commission's  work  on  this  topic  will  be  directed  toward  informing  the  Congress  about  the 
movement  toward  integration.  Relatively  little  is  known  about  the  number  and  size  of  existing  physician- 
hospital  organizations  (PHOs)  let  alone  the  impact  of  integration  on  costs  or  quality  of  care.  The 
Commission's  first  task  will  be  to  consolidate  available  information  on  these  new  systems. 

The  Commission  will  also  explore  the  implications  of  integration  for  the  Medicare  program.  Medicare 
is  affected  by  these  new  integrated  systems  only  incidentally,  either  because  the  systems  continue  to  accept 
fee- for- service  business,  or  because  the  systems  subcontract  with  Medicare-participating  health 
maintenance  organizations  (HMOs).  By  and  large,  however,  Medicare  remans  oriented  toward  fee-for- 
service  medicine,  and  in  some  market  areas  Medicare  risks  becoming  the  last  significant  traditional 
indemnity  insurer.  The  Commission  will  consider  whether  and  how  the  Medicare  program  should 
restructure  its  policies  to  take  fuller  advantage  of  these  integrated  delivery  systems. 

Physicians  and  Managed  Care  Plans.  The  Commission  is  also  planning  additional  studies  of 
relationships  between  health  plans  and  providers,  including  decisions  by  managed-care  organizations  to 
restructure  their  provider  relationships,  methods  for  selecting  and  retaining  providers  for  plan  networks, 
and  options  for  paying  providers,  including  risk-sharing  arrangements  between  plans  and  physicians. 

Over  the  past  year,  the  Commission  has  been  gaining  information  about  tlu>e  relationships  through  an 
extensive  survey  of  about  100  managed-care  plans  conducted  under  contract  by  Mathematica  Policy 
Research  and  the  Medical  College  of  Virginia.  The  survey  includes  questions  on  (1)  structure  of  plans 
and  markets,  (2)  provider  selection  and  retention,  (3)  physician  payment  methods,  (4)  monitoring 
physicians  and  influencing  practice,  and  (S)  quality  assurance.  With  data  collection  now  complete,  next 
year's  work  will  focus  on  cross-cutting  analyses  of  survey  findings.  In  addition,  site  visits  are  planned 
to  12  managed-care  plans.  These  site  visits  will  provide  the  opportunity  to  probe  some  survey  responses 
in  more  depth  and  to  learn  from  plans  about  their  future  expectations. 

This  work  will  help  the  Commission  advise  the  Congress,  as  appropriate,  n  such  topics  as  (1)  health 
plans'  offering  of  point-of-service  products;  (2)  any  willing  provider  laws;  (3)  due  process  and  fairness 
of  criteria  for  selection  and  retention  decisions;  (4)  protection  for  consumers  who  enroll  in  network  plans; 
(5)  protection  of  providers  that  serve  low-income  people;  (6)  use  of  fee  schedules  based  on  Medicare's 
relative  value  scale;  (7)  possible  restrictions  on  risk-sharing  arrangements,  i.e.,  limits  on  total  risk  assumed 
by  physicians  or  on  the  size  of  groups  to  which  risk  should  be  applied;  and  (8)  disclosure  of  risk-sharing 
arrangements  to  consumers  and  providers. 

Purchasers  and  Health  Plans.  Because  private-sector  purchasers  appear  to  be  driving  many  of  the 
changes  in  the  delivery  system,  the  Commission  has  begun  to  study  the  activities  of  purchasers  and  their 
relationships  to  health  plans.  Initial  work  is  focused  on  gaining  a  general  understanding  of  approaches 
purchasers  are  using.     These  include  purchasers  working  with  local  business  coalitions,  specifying 
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requirements  to  make  plans  more  accountable,  restricting  the  number  of  pla-i  j  offered  to  employees,  and 
creating  incentives  for  employees  to  select  certain  plans.  Other  purchasers  or  coalitions  have  used 
competitive  bidding  or  collective  negotiation  to  determine  health  plan  offerings  or  have  set  strict  targets 
to  limit  premium  increases.  In  FY96,  the  Commission  will  extend  this  w.  -k  to  examine  the  extent  of 
these  employer  practices,  their  role  in  restructuring  the  health  care  market,  and  the  implications  of  their 
action  on  plans,  providers  and  consumers  in  their  market  areas. 

Physician  Practice  and  Market  Changes.  The  Commission  is  currently  fielding  a  survey  of 
physicians  to  learn  about  their  current  practice  of  medicine  and  the  effects  that  rapid  changes  in  the  health 
care  market  have  had  on  their  practices.  The  survey  will  provide  information  on  physician  characteristics, 
payment  methodologies,  changes  in  practice  organization,  involvement  in  primary  care,  and  gatekeeping. 
The  design  and  fielding  of  the  survey  has  been  carried  out  for  the  Commission  by  the  Center  for  Health 
Affairs  at  Project  Hope  and  the  Gallup  Organization.  In  the  coming  year,  analyses  of  survey  data  will 
provide  the  Congress  with  information  on  how  medical  practice  is  changing  in  response  to  market  forces 
and  on  the  relationship  between  changes  in  the  organization  and  financing  of  medical  care  and  the  way 
physicians  provide  care  to  patients. 

Academic  Medical  Centers  and  Market  Changes.  Increased  competition  in  the  market  for  health 
services  has  challenged  many  academic  medical  centers.  This  has  raised  questions  about  whether  and  how 
academic  centers  will  be  able  to  compete  given  their  higher  costs,  and  appropriate  sources  for  financing 
highly  specialized  services,  research,  and  education.  The  Commission  plans  to  learn  more  about  the 
strategies  used  by  academic  centers  in  mature  markets  as  well  as  the  readines  of  centers  in  areas  with  low 
but  growing  managed  care  penetration. 

The  Commission  will  also  examine  how  changes  in  health  care  financing  and  delivery  are  affecting 
academic  medical  centers'  production  of  physicians.  During  last  year's  debate  on  workforce  policy,  some 
suggested  that  market  forces  would  lead  to  desired  changes  in  the  number,  specialty  mix,  and  geographic 
distribution  of  physicians.  With  increases  in  starting  salaries  for  primary  care  physicians  now  suggesting 
that  change  is  occurring,  the  Commission  plans  to  take  a  more  systematic  look  at  how  more  competitive 
markets  are  changing  demand  for  physicians  and  other  health  professionals. 

State  Responses  to  Market  Reform.  Delivery  system  changes  are  afft-cted  both  by  existing  state 
laws  and  by  new  initiatives  in  response  to  market  developments.  Much  of  existing  law  was  designed  to 
respond  to  issues  raised  by  the  emergence  and  growth  of  managed  care.  As  new  forms  of  managed  care 
and  integrated  systems  have  evolved,  states  are  examining  whether  current  law  remains  applicable,  and 
are  seeking  both  to  facilitate  certain  changes  and  to  respond  to  issues  that  have  been  raised  by  market 
reforms.  This  fiscal  year's  work  is  designed  to  understand  the  state  regulatoiy  context  and  establish  the 
baseline  for  monitoring  state  responses  to  market  change,  including  any  willing  provider  laws  and 
regulation  of  new  types  of  providers  such  as  physician-hospital  organizations  that  fall  outside  the  scope 
of  existing  statutes.  To  keep  the  Congress  informed,  the  Commission  will  focus  on  documenting  trends 
in  state  law,  assessing  the  impact  of  state  measures  on  the  market,  and  determining  whether  there  are  areas 
that  could  benefit  from  federal  direction  or  coordination. 
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Quality  of  Care.  As  health  care  markets  become  more  competitive,  health  plans  will  have  new 
opportunities  to  compete  on  the  basis  of  quality.  The  Commission  will  continue  to  monitor  the  status  of 
quality  of  care  mechanisms,  including  the  development  and  use  of  quality  performance  reports,  internal 
quality  assurance  systems  of  health  plans,  and  state  policies  regulating  quality.  To  understand  the  role 
of  health  plans  and  performance  reports  in  quality  assurance,  the  Commission  will  examine  data  from  its 
survey  of  managed  care  plans.  It  will  also  examine  the  extent  of  quality  assurance  activities  of  states  with 
data  from  a  separate  survey  of  state  health  and  insurance  departments  conducted  for  the  Commission  by 
the  Intergovernmental  Health  Policy  Project.  In  addition  to  looking  across  all  states,  the  Commission  will 
focus  on  specific  markets  to  examine  the  interplay  between  competition  and  quality  of  care. 

Rural  Health  Service  Delivery  Systems.  The  Commission  began  to  examine  health  service  delivery 
systems  in  rural  areas  this  year,  to  assess  whether  development  of  rural  provider  networks  or  managed  care 
plans  offers  a  viable  approach  to  enhancing  access  to  care.  Its  initial  work  has  focused  on  identifying 
unique  concerns  of  rural  health  care  markets  and  assessing  the  influences  c .  state  initiatives  and  federal 
policies  on  rural  delivery  systems.  Rural  networks  have  been  formed  through  the  initiative  of  providers, 
HMOs,  and  state  governments,  often  supported  by  federal  funding,  with  a  goal  of  improving  access  to  care 
♦or  rural  residents.  Although  several  evaluations  recently  have  begun,  little  is  known  yet  about  how 
effective  rural  delivery  systems  may  be  in  achieving  that  goal.  In  the  next  year,  the  Commission  will 
examine  more  closely  the  roles  of  different  forms  of  rural  service  networks  and  managed  care  plans,  and 
it  will  review  evaluations  of  their  performance  to  assess  the  factors  that  lead  to  successful  changes  in  the 
delivery  of  care,  including  the  role  of  federal  programs  in  stimulating  these  market  changes. 

Data  Needs.  In  the  past  two  years,  the  Commission  has  made  several  recommendations  related  to  data 
needed  to  monitor  system  performance  and  promote  efficiency.  Because  the  r>  ;ed  for  development  of  data 
systems  is  independent  of  national  health  reform,  the  Congress  may  wish  to  consider  standard-setting 
legislation  that  would  aid  the  development  of  data  systems  in  the  private  sector  or  the  states.  The 
Commission  will  continue  to  track  significant  developments  in  this  area,  in  order  to  be  ready  to  respond 
to  congressional  requests. 

Facilitating  Health  Care  Market  Reform 


Insurance  Market  Reform.  The  Commission  is  analyzing  insurance  market  reforms  such  as  market 
rules,  rating  restrictions,  risk  adjustment,  and  purchasing  groups  within  the  context  of  a  voluntary  health 
insurance  market.  The  goal  of  this  work  is  to  provide  information  to  the  Congress  on  the  impact  of  state 
and  business-led  innovations  on  premium  levels,  availability  of  coverage  for  different  types  of  consumers, 
and  the  financial  viability  of  insurers.  It  will  review  state  legislative  activity  and  private  sector  initiatives 
and  develop  a  consistent  framework  for  considering  how  they  affect  local  insurance  markets,  and  the  role, 
if  any,  of  federal  policy  in  fostering  or  hindering  local  experimentation. 

The  Commission  plans  to  continue  its  exploration  of  insurance  reform  issues  with  further  study  of  the 
creation  of  voluntary  purchasing  pools  that  would  offer  increased  access  to  affordable  coverage  for 
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uninsured  individuals  and  small  groups.  One  option  is  to  reduce  barriers  to  'he  emergence  of  voluntary 
groups.  Another  is  the  creation  or  encouragement  of  voluntary  pools  by  states.  Finally,  some 
policymakers  have  proposed  to  create  a  single  national  voluntary  purchasing  pool,  perhaps  by  building 
on  the  Federal  Employees  Health  Benefits  Program  (FEHBP)  as  a  model.  Such  a  pool  could  be  made 
available  uniformly  across  the  country  or  could  serve  as  a  backup  mechanism  for  markets  where  other 
types  of  pools  do  not  exist. 

In  considering  this  option,  the  Commission  is  looking  at  two  types  of  concerns.  First,  several  changes 
would  be  needed  for  FEHBP  to  achieve  its  potential  for  being  an  efficient  administrator.  These  steps 
would  include  new  processes  for  enrolling  individuals  or  small  groups,  improved  management  of  its  choice 
of  plans,  and  risk  adjustment  of  its  payments  to  plans.  The  second  and  more  difficult  task  is  to  develop 
a  fair  means  to  establish  plan  prices.  Even  if  participation  were  mandatory,  there  would  be  a  question  of 
whether  new  groups  should  be  offered  the  same  price  for  coverage  as  existing  participants  whose  risk 
profile  is  likely  to  differ.  Under  a  system  of  voluntary  entry,  the  price  offered  the  new  groups  will 
influence  their  decisions  of  whether  to  purchase  coverage.  If  a  separate  pool  is  created  to  protect  current 
participants,  new  groups  will  lose  some  of  the  advantages  of  joining  an  exisling  pool.  The  Commission 
is  developing  a  set  of  options  for  dealing  with  these  issues  and  is  studying  the  impact  of  these  different 
options. 

Medical  Liability  Reform.  The  Commission's  work  now  spans  the  full  breadth  of  topics  related  to 
medical  liability  reform,  placing  it  in  an  excellent  position  to  assist  the  Congress  in  developing  reforms 
in  this  area.  The  Commission  has  recommended  a  set  of  tort  reforms  to  inv  rove  the  functioning  of  the 
current  medical  liability  system,  and  identified  the  steps  needed  to  develo,  the  components  of  a  better 
medical  liability  system  of  the  future.  The  Commission  has  also  urged  caution  in  making  available  to  the 
public  information  about  the  malpractice  and  disciplinary  history  of  physicians,  believing  that  the 
usefulness  of  the  data  to  the  public  would  be  outweighed  by  the  adverse  effects  of  such  proposals.  The 
Commission  has  studied  the  use  of  practice  guidelines  in  malpractice  litigation;  in  FY  1996  it  will  assess 
the  experience  of  states  that  accord  special  legal  status  to  practice  guidelines.  This  may  lead  to 
recommendations  on  how  practice  guidelines  should  be  structured  to  promote  their  appropriate  use  in 
malpractice  litigation,  as  well  as  on  the  advisability  of  special  legal  protections  for  practice  guidelines. 
The  Commission  will  also  continue  to  look  at  the  potential  of  enterprise  liability,  seeking  ways  to  obtain 
its  advantages  without  imposing  it  involuntarily  on  physicians,  hospitals,  and  health  plans.  This  is  related 
to  the  Commission's  continuing  assessment  of  ways  to  improve  the  detection  and  prevention  of  medical 
injuries. 

Practice  Guidelines  and  Research  on  Outcomes  and  Effectiveness.  The  Commission  will 
continue  its  work  on  assessing  the  development  and  use  of  practice  guidelines,  profiling,  and  other  tools 
to  improve  the  quality  and  cost-effectiveness  of  care.  Work  in  this  area  will  focus  on  four  separate 
projects. 

The  Commission  will  be  evaluating  the  effectiveness  of  the  Agency  for  Health  Care  Policy  and  Research 
in  developing  and  disseminating  practice  guidelines.    Two  issues  of  interest  are  how  the  Agency's 
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guidelines  are  being  used  and  by  whom  and  whether  the  methods  for  developing  practice  guidelines  are 
being  evaluated.  Based  on  this  work,  the  Commission  plans  to  make  recommendations  on  how  the 
Agency  could  modify  its  activities  to  respond  to  the  needs  of  guideline  users. 

The  Commission  will  be  consulting  with  experts  about  the  types  of  information  and  tools  needed  to 
facilitate  development,  dissemination,  and  use  of  guidelines,  and  the  appropriate  role  for  the  federal 
government  in  stimulating  such  activity.  The  Commission  also  plans  to  assess  the  effectiveness  of 
federally-sponsored  outcomes  research  and  recommend  avenues  for  improvement.  This  work  will  include 
ways  to  improve  the  assessment  of  effectiveness  and  cost  of  new  technologies  and  services  in  community 
practice.  Finally,  the  Commission  will  analyze  the  techniques  used  by  managed  care  organizations  to 
affect  physicians'  practice  patterns  and  will  suggest  ways  in  which  Medicare  and  other  payers  can  help 
physicians  improve  their  practices.  The  Commission  will  also  explore  ways  to  minimize  the  cost  and 
burden  to  practitioners  engendered  by  these  initiatives. 


ESTIMATE  FOR  FISCAL  YEAR  1996 

The  Commission  requests  $4,100,000  for  fiscal  year  1996.  This  funding  level  is  $76,000  below  the 
Commission's  FY  1995  appropriation,  representing  nearly  a  2  percent  reduction  from  the  current  funding 
level.  The  Commission  has  made  a  concerted  effort  to  introduce  efficiencies  into  its  operations  and  fine 
tune  its  budget  in  recent  years  which  allowed  it  to  request  a  5.5  percent  redu  tion  in  funding  in  FY  1994 
and  a  steady  state  budget  for  the  current  fiscal  year.  In  total,  these  actions  will  have  reduced  the 
Commission's  FY  1996  budget  by  nearly  9  percent  relative  to  its  FY  1993  budget.  The  Commission 
recognizes  the  serious  need  to  scrutinize  each  funding  category  in  response  to  pressures  to  streamline 
government  operations  and  reduce  the  budget  deficit,  and  it  will  continue  to  take  steps  to  restrain  the  costs 
associated  with  its  work  while  requesting  funds  to  allow  it  to  sustain  its  essential  activities. 

The  funding  requested  would  allow  the  Commission  to  maintain  a  staffing  level  commensurate  with  the 
work  involved  in  fulfilling  its  congressional  mandate.  It  would  also  previa;-  the  necessary  resources  to 
support  the  work  of  the  staff  and  to  conduct  the  Commission's  meetings.  In  addition,  it  would  permit  the 
use  of  outside  contracts  to  supplement  the  work  of  the  staff.  A  major  portion  .if  the  Commission's  budget 
continues  to  be  allocated  to  several  key  budget  items:  staffing,  computer  and  programming  services,  and 
outside  contracts.  Within  these  categories,  the  Commission  is  proposing  a  reduction  in  funds  for  staffing 
and  steady-state  funding  for  computer  services  and  outside  contracts. 

Funds  are  expended  in  two  categories: 

Administration  and  Management 
Policy  Analysis  and  Data  Development 

Most  of  the  Commission's  expenditures  fail  into  the  Administration  and  Management  category,  which 
accounts  for  $3,309,980.  The  remaining  $790,020  for  Policy  Analysis  and  Data  Development  will  be  used 
to  fund  private  sector  organizations  and  experts  to  conduct  work  that  can  be  accomplished  more  effectively 
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by  others  than  by  Commission  staff  or  to  provide  data  that  otherwise  wo  ild  not  be  available  to  the 
Commission. 

Administration  and  Management  ($3,309,980) 

This  category  includes  funds  required  for  the  routine  operation  of  the  Commission;  salaries  and  benefits 
for  25  fulltime  employees  and  13  Commissioners;  travel  expenses  associated  with  Commission-related 
activities  of  its  members  and  staff;  space  rental  and  facility  maintenance  costs;  equipment  and  supplies; 
on-line  computer  and  communications  services  to  support  analyses  by  Commission  staff;  printing  and 
production  costs  for  reports  to  the  Congress;  dissemination  of  published  materials  to  members  of  the 
Congress,  interest  groups,  and  the  public,  as  well  as  distribution  of  staff  analyses,  press  and  congressional 
briefing  materials,  meeting  announcements,  and  agendas;  logistical  and  meeting  services  required  to 
conduct  public  Commission  meetings  and  hearings;  and  other  administrative  expenses  associated  with 
carrying  out  the  work  of  the  Commission. 

Funds  for  staffing  and  mainframe  computer  services  continue  to  comprise  the  major  portion  of  the 
proposed  budget.  To  fulfill  its  congressional  mandate,  the  Commission  has  set  ambitious  goals  for  the 
work  it  will  complete  each  year.  Its  success  in  meeting  those  goals  is  due  in  large  measure  to  its  highly 
trained  and  productive  staff.  The  Commission  has  found  from  experience  that  its  effectiveness  in  meeting 
congressional  needs  can  be  maintained  by  its  staff  conducting  most  of  its  work  and  closely  overseeing 
outside  contractors. 

Both  the  need  for  analytic  work  requiring  computer  and  programming  sen  ices  and  staff  capabilities  to 
conduct  these  analyses  have  increased  each  year.  There  has  been  a  growing  demand  for  data  base 
development  and  data  analysis  to  address  issues  within  the  Commission's  broadened  mandate,  to  simulate 
the  effects  of  policy  changes,  to  monitor  implementation  of  the  Medicare  payment  reform,  and  to  conduct 
specific  analyses  in  response  to  congressional  inquiries.  An  increasing  proportion  of  the  Commission's 
analytic  work  has  required  quantitative  analysis  because  of  the  nature  of  the  issues  and  the  availability  of 
new  data  bases.  This  is  reflected  both  in  the  importance  of  funding  for  computer  resources  in  the 
Commission's  budget  and  in  the  recruitment  of  staff  with  expertise  in  this  area. 

In  developing  its  salary  projections  for  FY  1996,  the  Commission  proposes  a  modest  decrease  in  funding 
for  staff  salaries.  Recognizing  the  need  to  achieve  savings  in  its  operations,  it  plans  to  accomplish  this 
reduction  by  slowing  recruitment  budgeted  for  the  current  fiscal  year  to  enter  FY  1996  with  one  less  filled 
staff  position  than  it  had  anticipated. 

The  Commission's  greatest  success  in  increasing  the  efficiency  of  its  operations  has  been  in  its  mainframe 
computer  and  programming  services.  Because  quantitative  analysis  plays  such  an  important  role  in  the 
Commission's  work,  the  Commission  has  highlighted  computer  services  as  a  budget  category  to  monitor 
and  control.  It  has  made  a  concerted  effort  to  use  these  services  in  the  most  cost-effective  ways.  Through 
such  measures  as  use  of  more  efficient  programming  methods,  streamlining  data  sets,  and  closer 
monitoring  of  contracted  programmers  and  staff,  it  has  reduced  its  computer  services  budget  by  over  40 
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percent  in  the  past  three  years.  This  reduction  has  been  accomplished  even  as  the  number  of  databases 
used  and  the  amount  of  quantitative  analyses  undertaken  has  increased  subsuintially. 

For  all  other  budget  categories,  the  Commission  is  requesting  that  funding  be  Maintained  at  current  levels. 

The  budget  items  for  this  category  are  as  follows: 

Administration  and  Management  FY  1996  (in  thousands) 

Fulltime  staff  salaries  $  1 ,306 

Other-than-fulltime  salaries  125 

Benefits  41 ' 

Travel  12  > 

Standard  level  user  charges  1 52 

Communications,  utilities,  and  other  rent  1". 

Computer  and  programming  services  700 

Printing  and  reproduction  120 

Other  services  232 

Supplies  and  Materials  40 

Equipment  and  office  furnishings  28 

TOTAL  $3,3  H 

Policy  Analysis  and  Data  Development  ($790,000) 

This  category  of  funds  allows  the  Commission  to  expand  its  access  to  data  and  make  specialized  analytic 
resources  in  the  private  sector  available  to  the  staff  through  the  use  of  outside  contracts.  The  Commission 
contracts  for  survey  work  and  also  in  cases  where  1)  conducting  analyses  internally  would  be  more  costly 
and  time  consuming  than  building  on  existing  work  of  outside  sources,  2)  where  needed  data  would  only 
become  available  to  the  staff  under  contract  with  outside  groups,  or  3)  where  the  technical  expertise  does 
not  exist  within  the  staff  or  needs  to  be  augmented  in  order  to  complete  task<  in  a  timely  manner.  Funds 
in  this  category  have  also  enabled  the  Commission  to  hold  conferences  and  convene  panels  and  workshops 
in  order  to  draw  on  the  work  and  professional  judgment  of  physicians  and  other  health  professionals, 
consumers,  practice  managers,  purchasers  and  payers  in  the  private  sector,  state  officials,  and  others.  The 
Commission  has  found  these  means  of  obtaining  information  to  be  particularly  important  in  strengthening 
both  its  understanding  of  the  issues  and  the  credibility  of  its  analyses  and  recommendations. 

The  projects  funded  in  FY  1996  will  support  work  on  a  number  of  issues  described  in  the  Commission's 
work  plan.  Traditionally,  funds  from  this  category  have  been  used  for  a  variety  of  projects  from  fairly 
large  contracts  for  surveys  to  quite  small  projects,  such  as  the  preparation  of  expert  background  papers. 
Certain  projects  can  be  clearly  anticipated  in  advance,  while  the  need  for  others  becomes  apparent  as  staff 
work  proceeds  or  opportunities  arise  to  obtain  information  during  the  year  that  could  be  of  use  to  the 
Congress.  The  Commission  has  taken  these  factors  into  account  in  developing  its  funding  request. 
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This  past  year,  the  Commission  has  contracted  for  several  surveys  and  sit';  visits  to  learn  more  about 
changes  occurring  in  the  health  care  system  that  affect  the  way  medicine  is  organized  and  practiced  and 
access  to  care.  These  include  a  survey  of  physicians  on  the  changing  practice  environment,  a  survey  of 
managed  care  organizations  on  their  relationships  with  physicians,  and  site  ,  ".its  to  follow  up  on  issues 
in  the  managed  care  survey  and  to  learn  first  hand  about  the  dynamics  of  selected  markets  experiencing 
rapid  delivery  system  change.  Because  the  pace  of  change  has  accelerated  in  recent  years,  the 
Commission  plans  to  build  on  these  projects  in  the  coming  year  by  tracking  market  changes  to  provide 
the  Congress  with  systematic  information  on  their  implications  for  reforms  in  Medicare,  Medicaid,  and 
the  private  insurance  market.  As  it  has  done  in  the  past,  it  will  tailor  its  methods  to  those  best  suited  to 
the  information  needed,  using  a  combination  of  contracted  surveys,  case  studies,  and  site  visits. 

The  Commission  is  considering  a  number  of  potential  projects  related  to  managed  care,  both  within  the 
Medicare  and  Medicaid  programs  and  in  the  private  sector.  It  is  interested  in  surveying  health 
maintenance  organizations  on  the  feasibility  of  alternative  methods  to  improve  Medicare  payment  methods 
and  to  address  issues  of  risk  selection.  To  better  understand  beneficiary  decisions  to  enroll  in  an  HMO, 
the  Commission  plans  to  survey  beneficiaries  on  their  access  to  and  satisfa  tion  with  HMOs  as  well  as 
the  factors  that  affect  their  willingness  to  join  an  HMO.  In  developing  recommendations  this  year  on 
changes  in  the  Medicare  HMO  payment  method,  the  Commission  noted  the  need  for  further  research  to 
determine  how  payments  should  be  adjusted  for  differences  in  service  use  across  geographic  areas.  The 
Commission  plans  to  pursue  this  issue  by  funding  outside  experts  to  address  th^  methodological  and  policy 
issues  involved  in  making  such  adjustments.  Two  additional  projects  under  consideration  are  a  survey  of 
state  Medicaid  programs  on  their  methods  for  setting  capitation  rates  and  an  extension  of  the 
Commission's  previous  survey  of  managed  care  plans  to  plans  in  rural  and  'mall  urban  areas. 

In  its  work  on  telemedicine  this  past  year,  the  Commission  discovered  that  no  systematic  collection  of 
information  on  the  extent  of  telemedicine  use  in  urban  areas  or  managed  care  organizations  has  been 
undertaken.  Given  the  growing  interest  in  telemedicine  and  questions  about  coverage  of  telemedicine 
services  in  the  Medicare  program,  the  Commission  sees  value  in  surveying  urban  providers  and  managed 
care  organizations  about  their  use  of  telemedicine,  its  costs  and  benefits,  and  how  the  technology  is 
financed. 

This  past  year,  the  Commission  began  to  look  at  whether  and  how  the  changes  taking  place  in  urban 
health  care  markets  were  extending  to  rural  areas.  It  focused  on  the  formation  of  networks  by  rural  health 
care  providers.  Because  physician  participation  in  rural  networks  is  a  key  factor  in  their  success,  the 
Commission  plans  to  survey  physicians  in  rural  practice  on  their  roles  in  network  development,  their 
attitudes  toward  rural  networks,  and  the  impact  of  evolving  rural  delivery  systems  on  their  practices. 

The  Commission  has  used  funds  from  this  category  in  the  past  to  support  its  work  on  Medicare  beneficiary 
access.  This  year,  it  has  worked  with  an  outside  contractor  to  convene  a  panel  of  physicians  to  develop 
a  set  of  clinical  indicators  of  access  that  it  can  use  in  its  analysis  of  claims  data  to  detect  changes  in  access 
for  specific  diagnoses.  The  Commission  plans  to  extend  and  revise  those  ip  :icators  in  the  coming  year. 
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This  year,  the  Commission  reviewed  issues  related  to  reform  in  the  voluntary  insurance  market,  looking 
in  particular  at  state  level  initiatives.  There  is  a  considerable  amount  of  state  experimentation  with 
measures  to  improve  the  functioning  of  the  insurance  market  for  small  gioups.  The  Commission  is 
interested  in  studies  to  assess  the  impact  of  these  reforms  on  the  availability  and  cost  of  insurance 
coverage. 

Some  of  the  Commission's  work  will  be  facilitated  by  systematically  gathering  information  that  currently 
does  not  exist.  On  other  issues,  however,  what  is  needed  is  the  expert  judgment  of  individuals  who  can 
bring  years  of  experience  to  solving  a  difficult  technical  or  policy  question.  At  this  point,  the  Commission 
anticipates  convening  several  working  panels  on  such  topics  as  the  changing  market  for  health  services, 
the  relationships  between  managed  care  plans  and  physicians,  and  the  tools  needed  to  facilitate  the  use  of 
practice  guidelines. 

As  in  previous  years,  the  Commission  anticipates  that  funds  from  this  category  will  be  used  to  acquire 
private  sector  data  both  to  keep  existing  files  up  to  date  and  to  take  advaiige  of  new  sources  of  data 
pertinent  to  Commission  work. 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 
Fiscal  Year  1995  Research  Analysis  Contracts 


The  following  describes  contracts  funded  by  the  Commission  for  work  to  be  completed  during  fiscal  year 
1995. 

George  Washington  University,  Washington,  DC  ($130,184) 

The  University's  Center  for  Health  Policy  Research  was  awarded  a  contract  to  study  successful  models 
for  delivering  care  to  inner  city  underserved  populations.  The  project  ustd  intensive  case  studies  to 
identify  and  analyze  successful  approaches  to  providing  primary  care  and  linkage  of  that  care  to  specialty 
and  acute  care.  The  objective  was  to  identify  the  elements  of  these  approaches  that  could  be  replicated 
elsewhere,  and  how  policies  could  be  developed  to  foster  replication.  A  final  report  was  submitted  on 
December  31,  1994. 

Georgetown  University  Medical  Center,  Washington,  DC  ($41,667) 

The  University  was  awarded  a  contract  to  develop  an  assessment  of  payment  mechanisms  for  trauma 
physicians.  The  project  focused  on  trauma  physicians  in  designated  ti  \;ma  centers  and  on  other 
physicians  providing  services  for  trauma  patients.  The  project  reviewed  background  literature  on  the 
trauma  system  in  the  United  States,  patient  classification  categories  for  trauma  patients,  current  hospital 
and  physician  payment  mechanisms  for  trauma  services,  and  assessed  the  strengths,  weaknesses,  and 
impact  of  proposed  payment  mechanisms  developed  as  a  part  of  the  project.  Payment  mechanisms  which 
were  examined  included  modified  fee  for  service  and  a  bundled  payment  for  trauma  services  for  each 
trauma  center.  The  results  of  this  study  provided  the  basis  for  Commission  recommendations  that  were 
submitted  to  the  Congress  in  a  report  in  July  1994. 

Park  Nicollett  Medical  Foundation,  Minneapolis,  Minnesota  ($172,355) 

The  Foundation,  and  its  subcontractors,  Johns  Hopkins  University  and  Health  Partners,  were  awarded  a 
contract  to  explore  approaches  to  risk  measurement  that  would  be  applicable  to  applying  risk  adjustments 
to  the  premiums  paid  to  plans  by  an  employer  or  a  local  health  plan.  The  project  included  four 
components.  The  first  was  to  develop  a  database  to  be  used  for  testing  the  ability  of  risk  adjusters  to 
predict  average  utilization  for  both  groups,  and  individuals.  The  second  was  to  develop  models  that  would 
support  testing  of  whether  demographic  variables,  self-reported  health  status,  and  claim-based  measures 
are  good  predictors  of  health  expenses.  The  third  was  to  test  the  predictive  accuracy  of  these  models  on 
data  from  groups  of  beneficiaries,  using  both  actual  groupings  of  beneficiaries  and  simulated  groups.  The 
fourth  component  was  to  assess  the  administrative  feasibility  of  these  model:  for  use  under  health  system 
reform.  An  interim  report  was  submitted  to  the  Commission  in  January.     The  final  report  was  submitted 
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November  30,  1994.  The  full  results  of  the  study  will  assist  the  Commission  in  developing  policy 
recommendations  for  its  1995  report  to  Congress. 

Project  HOPE,  Bethesda,  Maryland  ($357,022) 

The  Center  for  Health  Affairs,  Project  HOPE,  was  awarded  a  contract  to  design  and  conduct  a  national 
telephone  survey  of  physicians  to  collect  data  on  physicians'  practices  and  their  ability  to  provide 
appropriate  cost-effective  care.  The  survey  is  intended  to  provide  a  better  understanding  of  recent  changes 
in  medical  practice  that  have  occurred  in  response  to  the  changing  health  care  environment  and  to 
anticipate  additional  changes  in  the  future  as  the  health  care  system  is  reformed.  Topics  to  be  included 
in  the  survey  include  physician  and  practice  characteristics,  involvement  in  delivery  of  primary  care,  use 
and  effectiveness  of  tools  such  as  practice  guidelines  and  profiling,  and  exp;riences  and  problems  with 
gatekeeping  arrangements.  The  information  gained  from  the  survey  and  subsequent  analysis  of  the  data 
is  expected  to  be  used  by  the  Commission  and  others  to  help  assess  the  effects  of  recent  health  policy 
initiatives  and  to  formulate  policy  recommendations. 

Virginia  Commonwealth  University,  Richmond,  Virginia  ($474,929) 

The  Medical  College  of  Virginia,  Virginia  Commonwealth  University,  and  its  subcontractor,  Mathematica, 
were  awarded  a  contract  to  conduct  an  exploratory  study  of  the  arrangements  managed  care  plans  make 
with  their  physicians.  The  project  identified  and  addressed  gaps  in  the  existing  body  of  knowledge  about 
the  nature  of  the  relationships  between  managed  care  plans  and  physicians.  Tl  e  study  has  focused  on  how 
physicians  are  selected  and  credentialed  by  various  managed  care  plans;  how  plans  pay  physicians  and  the 
kinds  of  financial  incentive  systems  created  to  influence  practice  patterns;  how  plans  monitor  physician 
care  and  use  utilization  management  and  quality  improvement  methods  and  techniques.  The  contractors 
submitted  a  literature  synthesis  to  the  Commission  in  January  1994.  An  extensive  telephone  survey  of 
108  plans  (78  percent  response  rate)  was  conducted  between  June  and  November  1994.  The  heard  a 
preliminary  presentation  of  results  in  October  and  received  a  draft  report  on  the  results  in  November. 
After  receiving  comments  from  the  Commission  and  a  panel  of  outside  experts,  the  investigators  will 
submit  final  report  on  the  survey  in  February.  The  Commission  received  a  work  plan  for  a  series  of  site 
visits  to  1 2  of  the  surveyed  health  plans.  These  visits  are  expected  to  take  place  between  February  and 
June  1995.  The  results  of  this  study  are  playing  an  important  role  in  the  preparation  of  several  chapters 
of  the  Commission's  1995  report  to  Congress.  Further  results  will  assist  th..  Commission  in  its  study  of 
the  evolving  health  care  market  over  the  next  year. 

RAND,  Los  Angeles,  California  ($224,943) 

The  Commission  awarded  a  contract  to  develop  clinically-based  indicators  of  access  to  care  and  quality 
of  care  for  the  elderly.  These  indicators  will  be  tailored  to  diseases  and  conditions  that  are  most  common 
among  the  elderly,  such  as  hypertension,  cancer,  and  stroke.  Each  indicator  checks  whether  individuals 
with  these  diseases  obtained  the  appropriate  treatment  for  their  problems.  An  extensive  review  was 
conducted  of  the  clinical  literature  for  16  diseases  the  are  common  among  the  elderly,  developing  a 
preliminary  list  of  more  than  150  indicators  of  access  and  quality.  This  list  was  narrowed  to  roughly  70 
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indicators  where  there  was  general  agreement  among  a  panel  of  physicifii  experts  that  the  indicator 
accurately  captured  some  needed  and  appropriate  care.  These  70  indicates  were  then  calculated  for 
roughly  400,000  Medicare  beneficiaries,  using  Medicare  claims  and  enrollment  data.  Results  from  that 
calculation  will  be  reviewed  by  the  panel  of  physician  experts  to  arrive  it  a  final,  validated  set  of 
indicators.  The  final  set  of  indicators  will  be  delivered  to  the  Commission  in  time  for  use  in  the 
Commission's  May  1995  report  on  Medicare  beneficiaries'  access  to  care.  This  appears  to  be  the  most 
extensive  attempt  ever  to  identify  and  calculate  clinically-based  indicators  of  access  for  an  elderly 
population. 

These  indicators  will  be  used  by  the  Commission  to  track  changes  in  the  Medicare  program  over  time, 
and  to  check  whether  problems  are  developing  in  the  geographic  areas  where  Medicare  fees  are  being 
reduced  under  the  Medicare  Fee  Schedule.  They  will  also  be  used  to  contrast  service  use  across  various 
vulnerable  subgroups  of  the  beneficiary  population,  and  to  see  whether  the  significant  geographic 
variations  in  the  volume  of  care  provided  to  beneficiaries  in  any  way  reflect  variations  in  access  to  or 
quality  of  care. 

Mathematics  Policy  Research,  Inc.,  Washington,  DC  ($110,000) 

An  award  was  made  to  provide  technical  assistance  on  planning  a  Commission  study  of  evolving  health 
care  markets.  This  project  has  included  a  two-day  site  visit  in  December  l  >94  by  the  project  team  and 
senior  Commission  staff  to  seven  different  organizations  in  the  Santa  Clara  ounty  region  in  California. 
Leaders  in  each  organization  were  asked  about  changes  in  relationships  arnon).  physicians,  hospitals,  health 
plans,  and  purchasers;  changes  in  the  delivery  of  care;  investments  in  infrasiructure;  and  improvements 
in  operating  efficiency.  This  site  visit  was  designed  as  a  pretest  for  future  visits  to  understand  better  how 
health  care  markets  are  changing  and  how  public  policy  may  be  influenc  ig  such  changes.  Ongoing 
activities  include  an  expert  panel  meeting,  the  development  of  case  study  protocols,  and  the  identification 
of  markets  and  individual  organizations  within  these  markets  to  be  included  in  future  case  studies. 

Michaels  &  Wishner,  P.C.,  Washington,  DC  ($18,000) 

The  Commission  funded  a  study  to  examine  the  issues  concerning  establishing  safe  harbors  or  other 
explicit  exemptions  from  the  antitrust  laws  for  physician-sponsored  networks  and  other  joint  ventures. 
The  study  focused  on  clearly  delineating  the  arguments  for  and  against  the  proposed  reforms,  and  critically 
assessing  the  merits  of  these  arguments  from  a  legal  perspective.  The  final  report  was  submitted  in 
November  1994. 

Professor  Donald  Light,  Princeton,  New  Jersey  ($5,000) 

This  study,  "Design  Ideas  and  Lessons  for  Health  Care  Reform  from  the  British  Experience,"  was 
conducted  during  late  1994.  A  report  on  British  efforts  to  introduce  managed  competition  and  lessons 
learned  was  submitted  in  January  199S. 
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Intergovernmental  Health  Policy  Project,  George  Washington  University,  Washington,  DC 
($17,000) 

A  survey  was  undertaken  at  the  Commission's  request  on  state  assurance  requirements  and  procedures  for 
managed  care  plans  that  serve  commercially  insured  populations.  Questionnaires  were  sent  to  appropriate 
agencies  in  50  states.   Results  will  be  published  in  the  Commission's  1995  report  to  Congress. 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 

Commission  Meeting  and  Hearing  Schedule 


1994 

1995 

1996' 

January  20-21,  1994 

January  19-20,  199S 

January  18-19,  1996 

February  24-25,  1994 

February  23-24,  1995 

February  22-23,  1996 

May  2-3,  1994 

April  27-28,  1995 

May  2-3,  1996 

June  14-17,  19942 

June  12-14,  1995' 

June  11-13,  19962 

September  22-23,  1994 

September  21-22,  1995 

September  19-20,  1996 

October  27-28,  1994 

October  26-27,  1995 

October  24-25,  1996 

November  21,  19943 

November  17,  19953 

November  22,  19963 

December  8-9,  1994 

December  7-8,  1995 

December  5-6,  1996 

1  The  calendar  for  the  1996  meetings  is  not  established  but  will  be  similar  to  the  l'"1  J4-1995  Commission  meeting 
schedule. 


This  will  be  a  planning  retreat  to  outline  the  Commission's  work  plan  for  the  coming  year. 


'  This  will  be  a  public  hearing  at  which  specialty  societies  will  testify  on  issues  being  currently  considered  by  the 
Commission  and  likely  included  in  its  upcoming  annual  report  to  the  Congress. 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 

Members'  Affiliations.  Terms,  and  Compensation 


Member  and  Affiliation 


Current  1994 

3-vear  term  Compensation 


John  M.  Eisenberg,  M.D.,  Chairman 
Chairman  and  Physician-in-Chief 
Department  of  Medicine 
Georgetown  University  Medical  Center 
Washington,  DC   20007 


1993-1995  J>  17,440.01 


Linda  H.  Aiken,  Ph.D. 
Trustee  Professor  and  Director 
Center  for  Health  Services  and 

Policy  Research 
University  of  Pennsylvania 
Philadelphia,  PA    19104 


1994-1997  -,.455.76 


Richard  V.  Anderson 

Vice  President  for  Medical  Economics 

and  Health  Statistics 
Kaiser  Permanente  Foundation  Health  Plan 
Oakland,  CA   94612 


(Compensation  waived 
by  Member  request.) 


Giles  G.  Bole,  M.D. 
Dean,  Medical  School 
University  of  Michigan 
Ann  Arbor,  MI   48109-0624 

P.  William  Curreri,  M.D. 

President 

Stratagem  of  Alabama,  Inc. 

Mobile,  AL   36606 


Karen  Davis,  Ph.D. 
Executive  Vice  President 
The  Commonwealth  Fund 
New  York,  NY    10021-2692 


(Compensation  waived 
by  Member  request.) 


1  Karen  Davis  resigned  from  the  Commission  in  199S  when  appointed  to  the 
York,  NY.   Her  term  will  be  completed  by  a  new  Commission  member. 


position  of  President,  Commonwealth  Fund, 
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Anne  Jackson  1993-1996  2,016.08 

Sarasota,  FL   34243 

Robert  Keller,  M.D.  1992-1995  10,680.96 

Private  Physician 
Belfast,  ME  04915 

Donald  Theodore  Lewers,  M.D.  1994-1995  5,230.56 

Private  Practice  of  Medicine 
Easton,  MD  21601 

Patricia  M.  Nazemetz  1992-1995  10,680.96 

Director  of  Benefits 
Xerox  Corporation 
Stamford,  CT  06904 

Joseph  P.  Newhouse,  Ph.D.  1994-1997  !  1,571.04 

Professor  of  Health  Policy  and  Management 
Director,  Division  of  Health  Policy, 

Research  and  Education 
Harvard  University 
Boston,  MA   02115 

Uwe  E.  Reinhardt,  Ph.D.  1992-1995  9,790.88 

James  Madison  Professor  of 

Political  Economy 
Princeton  University 
Princeton,  NJ  08544 

Earl  P.  Steinberg,  M.D.  1993-1996  10,680.96 

Associate  Professor  of  Medicine 
Director,  Program  for  Medical  Technology 

and  Practice  Assessment 
Johns  Hopkins  University 
Baltimore,  MD  21205 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 


Estimated  Obligations  for  Consulting  Services 
(in  thousands  of  dollars) 


1994  1995  1996 

"v         $  -0-  $  -0-  $  -0- 

The  Commission  has  not  included  the  services  of  outside  experts  in  its  Fiscal  Yeai  1996  budget  request. 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 

Estimated  Obligations  for  Related  Services 

1995  199.) 

GSA  $  36,300  S  36,300 

Other  Contracts  $195,782  $195,782 


This  category  includes  funds  for  the  Commission's  administrative  support  services  contract  currently  provided  by 
the  General  Services  Administration's  External  Services  Branch.  These  services  include  personnel  and  payroll 
processing,  the  provision  and  administration  of  the  standard  benefits  packages  for  Commission  employees,  such  as 
retirement,  life  and  health  insurance  benefits.  Routine  accounting  and  auditing  servic  -s,  as  well  as  guidance  on  legal 
and  contracting  matters,  are  also  provided  under  this  agreement.  Utilizing  the  services  provided  through  this  contract 
allows  for  maximum  and  efficient  use  of  internal  staff  resources. 

The  "Other  Contracts"  category  provides  funds  for  a  variety  of  services  required  from  outside  organizations.  Such 
services  include  logistical  arrangements  for  the  Commission's  regularly  scheduled  p-.blic  meetings  and  hearings,  as 
well  as  working  panels  with  experts  actively  involved  in  the  health  policy  sector,  both  locally  and  around  the  country. 
Many  types  of  support  services  are  provided  during  the  Commission's  meetings,  such  as  audio-visual  presentations 
and  amplification;  and  professional  recording  and  transcribing  of  each  session.  Ir  iddition  to  these  services,  the 
Commission  publishes  an  annual  report  and  several  other  topical  reports  to  Congress  each  year.  The  production  of 
these  reports  requires  editorial  and  graphic  design  services,  as  well  as  distribution  of  these  reports  to  Congressional 
offices  and  the  general  public.  Other  areas  which  require  the  use  of  outside  contracted  services  include  staff  training 
in  computer  operations  and  software  applications,  equipment  maintenance  agreements,  and  similar  services  that  could 
not  be  provided  by  Commission  staff. 
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PHYSICIAN  PAYMENT  REVIEW  COMMISSION 

Summary  of  Appropriations 


1992  1993  1994  1995  1996 

Appropriation       Appropriation       Appropriation       Appropriation       Appropriation 


$4,398,000 

$4,415,000 

$4,171,000 

$4,176,121 

$4,100,000 

PPRC  Carryover 

n/a 

n/a 

n/a 

n/a 

n/a 

TOTAL 

$4,398,000 

$4,415,000 

$4,171,000 

$4    76,121 

$4,100,000 
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JUSTIFICATION  OF  THE  BUDGET  ESTIMATES 


PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 


Fiscal  Year  1996 


Justification  of  Appropriation  Estimates 
for  Committee  on  Appropriations 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 

Budget  Justification 

Fiscal  Year  1996 

EXECUTIVE  SUMMARY 

The  Prospective  Payment  Assessment  Commission  (ProPAC)  was  established  by  Congress  under  the 
Social  Security  Act  Amendments  of  1983  (Pub.  L.  98-21),  when  the  Medicare  prospective  payment 
system  (PPS)  was  enacted.  ProPAC  was  established  as  an  independent  Commission  to  advise  and 
assist  the  Congress  and  the  Secretary  of  Health  and  Human  Services  in  maintaining  and  updating  the 
Medicare  prospective  payment  system. 

The  formal  responsibilities  of  ProPAC  are  mandated  in  the  law.  Initially,  the  work  of  the  Commission 
focused  on  the  Medicare  prospective  payment  system  for  inpatient  hospital  services.  Over  time,  the 
Congress  has  expanded  ProPAC's  mandate  to  include  current  and  new  Medicare  prospective  payment 
policies  for  Medicare-recognized  facilities.   As  a  result,  the  Commission's  responsibilities  now  include 
inpatient  and  outpatient  payment  to  hospitals  and  excluded  facilities,  home  health  agencies,  skilled 
nursing  facilities,  and  end-stage  renal  disease  dialysis  facilities.  ProPAC's  responsibilities  now  also 
include  analysis  of  Medicaid  payment  for  inpatient  hospital  services.  The  Congress  has  also  requested 
submission  of  an  annual  report  on  the  impact  of  Medicare  on  the  American  health  care  system.  In 
addition.  Congress  periodically  requests  additional  reports  on  specific  topics. 

The  membership  of  the  Commission,  appointed  under  the  law  by  the  Director  of  the  Congressional 
Office  of  Technology  Assessment,  was  expanded  in  1986  from  15  to  17  members.  The  Commission 
is  assisted  in  its  work  by  an  Executive  Director  and  a  staff  of  not  more  than  25.  Meetings  are  held 
periodically  and  are  open  to  the  public. 

Fiscal  Year  1996  Appropriation  Request 

For  fiscal  year  1996.  ProPAC  is  requesting  an  appropriation  of  $4,656,000.  a  reduction  of  $1 1.000 
from  our  1995  amount  Since  1988  ProPAC's  spending  has  increased  at  an  annual  rate  of  only  3.0 
percent  During  this  time.  Congress  greatly  expanded  our  responsibilities,  including  the  number  of 
reports  we  are  required  to  submit  Our  budget  request  for  fiscal  year  1996.  however,  reflects  only 
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inflation-related  increases  in  salaries  and  benefits.   These  increases  were  more  than  offset,  however,  by 
spending  reductions  in  other  categories. 

As  required  by  law.  during  1996  we  will  submit  our  annual  Report  and  Recommendations  to  the 
Congress  and  our  annual  report  on  Medicare  and  the  American  Health  Care  System,  Report  to  the 
Congress.   We  are  also  required  to  submit  a  series  of  reports  with  our  views  on  reports  that  have  not 
yet  been  submitted  by  the  Secretary  to  Congress.  As  has  been  the  pattern  over  the  years,  we  also 
expect  Congress  to  request  additional  reports  as  the  current  legislative  cycle  proceeds.   In  addition,  we 
will  be  issuing  a  number  of  technical  reports  on  topics  of  interest  to  the  Congress. 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 

Organizational  Chart 

Key  Personnel 


Donald  A.  Young,  M.D. 
Executive  Director 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 
Appropriations  Language 

General  and  special  hinds: 

Salaries  and  Expenses 

For  expenses  necessary  to  carry  out  section  601  of  Public  Law  98-21,  [$4,667,000]  $4,656,000  to  be 
transferred  to  this  appropriation  from  the  Federal  Hospital  Insurance  and  the  Federal  Supplementary 
Medical  Insurance  Trust  Funds  (Departments  of  Labor.  Health  and  Human  Services,  and  Education 
and  Related  Agencies  Appropriation  Act,  1995). 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 
Authorizing  Legislation 

The  Commission's  authorization  is  contained  in  the  Social  Security  Act  Amendments  of  1983,  Pub.  L. 
98-21.  Section  1886(e)(6)(I)(i).  This  legislation  authorizes  "such  sums  as  may  be  necessary." 


1995  1995  1996  1996 

Authorized  Appropriation  Authorized  Request 

N/A  $4,667,000  N/A  $4,656,000 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 

Budget  Authority  and  Staffing  by  Activity 

(Budget  Authority  in  Thousands) 


1994  Actual  1995  Plan  Change  1996  Request 


FTEs     Amount      FTEs     Amount      FTEs     Amount     FTEs     Amount 

Administration  and 
Management  26        $3,431  26        $3,517  0  -11  26       $3,506 

Data  Development, 
Analysis,  and  Research  2  1.071  2  1.150  0  0  2  1.150 


Total  4.500 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 
Summary  of  Changes 


1995  Base 

Change  fix 
Work  Years 

tm  Base 

Work  Years 

Budget 

Budget 

(FTEs) 

Authority 

(FTEs) 

Authority 

Increases: 

Salaries 

28 

1.679.000 

- 

$50,000 

Benefit  costs  related  to  payroll  increases 

433.000 

13.000 

Postage/delivery 

28.000 

2.000 
$65,000 

Decreases: 

Mainframe  computer 

610.000 

$60,000 

Printing/reproduction 

95.000 

-15.000 

GSA  support  services 

52.000 

1.000 
$76,000 

No  Change: 

Travel 

138.000 

0 

Space  rental  payments  to  GSA 

265.000 

0 

Telephone 

37.000 

0 

Computer  programming 

625.000 

0 

Research  contracts 

525.000 

0 

Commercial  contracts 

110.000 

0 

Government  contracts 

8.000 

0 

Supplies 

23.000 

0 

Publications 

14.000 

0 

Equipment  and  furnishings 

25.000 

0 

NET  CHANGE: 

0 

$11,000 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 

Budget  Authority  by  Object  Class 

(Budget  Authority  in  Thousands) 


FY  1994 

FY  1995 

FY  1996 

Object  Classification 

Actual 

Estimate 

Change 

Request 

Salaries 

Full-Time  Staff 

$1,393 

$1,539 

+$46 

$1,585 

Commissioners 

128 
1.521 

>40 
1.679 

+  4 
+50 

144 
1.729 

Benefits 

408 

433 

+  13 

446 

Travel 

Staff 

21 

27 

0 

27 

Commissioners 

88 

109 

I" 
138 

0 

1" 
138 

Standard  Level  User  Charges 

260 

265 

0 

265 

Mainframe  Computer 

610 

610 

-60 

550 

Telephone 
Postage 

32 

_26 

668 

37 
675 

0 
+2 
-58 

37 

^0 

617 

Printing  and  Reproduction 

69 

95 

-15 

80 

Computer  Programming 
Research  Contracts 

649 
422 

625 
525 

0 
0 

625 

525 

Commercial  Contracts 

94 

110 

0 

110 

Government  Contracts 

7 

8 

0 

8 

GSA  Support 

_5I 
1,229 

_52 
1.320 

H" 

1.319 

Supplies 
Publications 

20 
11 
31 

23 
37 

0 

Q 

0 

23 
37 

Equipment  and  Furnishings 

32 

25 

0 

25 

Lapsing 

175 

0 

0 

2 

Total 

4.500 

4.667 

-11 

4.656 

Note:   Numbers  may  not  add  to  totals  because  of  rounding. 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 
Personnel  Summary 


FY  94 
Actual* 

FY  95 
Plan 

Change 

FY  96 
Request 

Staffing  level  (FTEs)** 
Average  ES  salary 
Average  GS/GM  grade 
Average  GS/GM  salary 

28 

$100,193 

12.0 

$54,118 

28 

$102,197 

12.0 

$55,200 

0 

$3,708 

0 

$-113 

28 

$105,905 

12.0 

$55,087 

FY  94 
Actual* 

FY  95 
Plan 

Change 

FY  96 
Request 

Executive  Level 

3 

3 

0 

3 

GS/GM- 15 

3 

3 

0 

3 

GS/GM- 14 

6 

5 

0 

5 

GS/GM- 13 

4 

5 

0 

5 

GS-12 

3 

3 

0 

3 

GS-9  -  1 1 

4 

4 

0 

4 

GS-6  -  8 

3 

3 

0 

3 

Total  number  of  full-time 
permanent  positions 

26 

26 

0 

26 

Total  compensable  workyears: 
full-time  equivalent  employment      28** 

28** 

0 

28** 

Note:    This  schedule  is  for  comparison  purposes  only.   ProPAC  does  not  use  the 

formal  government  system  of  grading  and  salaries.  Each  salary  is  determined 
individually  following  U.S.  Senate  personnel  rules  and  ProPAC's  personnel 
policies  and  procedures  and  job  descriptions. 

*  The  actual  number  of  employees  on  board  during  the  year  varied  between  23  and 
25  because  of  staff  turn-over.  The  salary  and  grades  reported  reflect  the  averages 
for  the  year  of  those  actually  on  board. 

**  The  statute  requires  that  Commissioners  be  paid  at  Executive  Level  IV  for  the  time 
they  devote  to  Commission  business.  The  time  of  the  17  Commissioners  equals 
approximately  2  FTEs.   This,  added  to  the  26  staff,  yields  28  FTEs. 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 
Amounts  Available  for  Obligation 


1994  1995  1996 

Actual  Plan  Request 

Appropriation                                                   $4,500,000  $4,667,000  4,656,000 

Unobligated  balance 

Start  of  year                                                             0  0  0 

End  of  year                                                              0  0  0 

Lapsing  175.000  0  Q 

Total,  obligations                                        4,325.000  4.667.000  4.656,000 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 
Appropriations  History  Table 


Budget 

Estimate 

to  Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 

1984 

$1,500,000 

$1,500,000 

$1,500,000 

$1,500,000 

1985 

3.131.000* 

2.424.000 

2.410.000 

2.424.000 

1986 

3.240.000s 

2.784.000 

2.893.000 

2,769.000 

1987 

3.421.000 

3.421.000 

3.421.000 

3,421.000 

1988 

3.798.000 

3,752.000 

3.752.000 

3.592.000 

1989 

3.664.000 

3.664.000 

3.664.000 

3.495.000 

1990 

3.797.000 

3.919.000 

3.794.000 

3.869,000 

1991 

4.073.000 

4.073.000 

3.869.000 

3.875.000 

1992 

4.210.000 

4.030.000 

4.030.000 

4.030.000 

1993 

4.463.000 

4.418.000 

4.418.000 

4,383.000 

1994 

4.575.000 

4.500.000 

4.500.000 

4.500,000 

1995 

4.667.000 

4.667.000 

4.667.000 

4.667.000 

1996 

4.656.000 

for  fiscal 

Am 
for 


continuing  fiscal  year 
year  1985. 

continuing  fiscal  year 
year  1986. 


1984  carryover  of  $707,000  allowing  a  total  budget  of  $3,131,000 

1985  carryover  of  $347,000  allowing  a  total  budget  of  $3,240,000 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 
Staffing  History 


Total  Number  of 

Full-Time  Permanent 

Year 

Positions* 

1984 

16 

1985 

25 

1986 

26 

1987 

26 

1988 

26 

1989 

26 

1990 

26 

1991 

26 

1992 

26 

1993 

26 

1994 

26 

1995 

26 

1996 

26 

The  actual  number  of  employees  on  board 
during  the  year  varied  between  23  and  25 
because  of  staff  turn-over. 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 

Congressional  Directives  in  House  and  Senate 
Appropriations  Committee  Reports 


1992  Senate  Report  102-397 No  items 

1992  House  Report  102-708 No  items 

1993  Senate  Report  103-143 No  items 

1993  House  Report  103-156 No  items 

1994  Senate  Report  103-318 No  items 

1994  House  Report  103-553 No  items 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 
Narrative  Justification 


GENERAL  STATEMENT 

The  Prospective  Payment  Assessment  Commission  (ProPAC)  is  an  independent  agency  of  the 
Congress,  established  under  the  Social  Security  Act  Amendments  of  1983  (Pub.  L.  98-21).  The 
Commission's  primary  responsibility  is  to  advise  and  assist  the  Congress  and  the  Secretary  of  Health 
and  Human  Services  regarding  Medicare  payment  for  facility  services,  Medicaid  hospital  payment 
policy,  and  aspects  of  health  care  reform. 

The  17  Commissioners  reflect  a  wide  range  of  expertise  and  experience  in  health  services  delivery  and 
financing    The  Commission  meets  approximately  seven  times  a  year,  generally  in  public  session,  to 
develop  its  recommendations  and  reports.   The  Commission  is  assisted  in  its  work  by  26  staff. 
Following  the  work  plan  and  priorities  approved  by  the  Commission,  the  staff  develops  background 
papers  and  conducts  extensive  analyses  of  the  topics  identified  by  the  Congress  and  the  Commission. 
The  Commission  also  contracts  with  outside  organizations  and  individuals  to  provide  detailed 
quantitative  information  to  use  in  the  formulation  of  recommendations  and  reports.  The  Commission's 
funds  are  expended  in  two  major  categories: 

1 .  Administration  and  Management,  and 

2.  Data  Development.  Analysis,  and  Research 

Funding  Table  (In  Thousands  of  Dollars) 

1994  1995  1996 

Category  Actual  Plan  Change        Request 

Administration  and  Management  $3,431         $3,517  -$11         $3,506 

Data  Development.  Analysis,  and 
Research  1. 07 1  1.150  0        $1,150 

Lapsing  175  0  0 

Total  4.500  4.667  -II  4.656 

Note:    The  Social  Security  Act  Amendments  of  1983,  Pub.  L.  98-21.  Section 
1886(e)(6)(I)(i)  authorizes  "such  sums  as  may  be  necessary." 
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ACTIVITIES  AND  ACCOMPLISHMENTS 

From  1985  through  1990.  the  Commission  submitted  an  annual  report  to  the  Secretary  of  Health  and 
Human  Services  containing  recommendations  for  improvements  in  Medicare  hospital  and  other  facility 
payment  policies.  Since  1991,  this  report  has  been  submitted  each  year  to  the  Congress.  Each  of 
these  reports  has  been  delivered  by  the  required  date.   Many  of  the  Commission's  recommendations 
have  been  implemented  by  the  Secretary.  In  some  cases,  the  Secretary  has  not  agreed  with  the 
Commission,  but  the  Congress  has  legislated  the  Commission's  recommendation. 

Since  1986  the  Commission  has  also  submitted  an  annual  report  to  Congress  containing  information  on 
Medicare  PPS.  beneficiaries,  hospital  financial  condition,  and  other  aspects  of  the  American  health  care 
system.  Over  time,  this  report  has  become  a  valuable  reference  source  for  ProPAC,  members  of 
Congress  and  staff,  and  other  people  interested  in  the  changing  American  health  care  system. 

In  addition  to  the  Commission's  two  annual  reports,  the  Congress  periodically  requests  that  the 
Commission  study  and  report  on  a  wide  variety  of  topics  related  to  the  Medicare  and  Medicaid 
programs  as  well  as  broader  issues.   In  addition  to  these  congressional  reports,  the  Commission 
prepares  and  distributes  a  series  of  technical  reports  containing  information  from  the  analyses  and 
research  it  has  undertaken  at  the  request  of  Congress  or  has  identified  itself.  Some  of  these  reports 
result  from  research  and  analysis  undertaken  by  the  Commission  staff,  and  others  contain  the  findings 
from  research  and  analyses  conducted  under  contract  between  ProPAC  and  outside  organizations  and 
individuals. 

The  Commission's  reports  for  fiscal  years  1994  to  1996  are  listed  in  the  following  table.   Beginning 
with  its  first  report  in  1985.  the  Commission  has  submitted  every  report  on  or  before  the  due  date 
specified  by  Congress.   It  is  important  to  note  that  ProPAC's  work  is  heavily  influenced  by  the  needs 
of  Congress.  It  is.  therefore,  very  likely  that  as  the  KM"'  Congress  proceeds,  additional  reports  will  be 
requested  for  fiscal  year  1996.  Although  Congress  has  not  formally  requested  any  reports,  we  have 
also  undertaken  a  series  of  analyses  related  to  the  changing  structure  of  the  health  care  system  and  its 
effects  on  Medicare's  policies.  In  addition.  ProPAC's  work  cycle  is  tied  to  its  annual  reports  to 
Congress  in  March  and  June.   At  this  time,  therefore,  we  have  not  identified  all  the  technical  reports 
we  will  be  issuing  in  fiscal  year  1996.  We  have,  however,  begun  to  identify  major  areas  for 
extramural  research  and  analysis.  Our  recent  and  proposed  Data  Development  and  Research  Budget 
and  Agenda  is  provided  as  Appendix  A  to  this  justification. 
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Commission  Reports,  Fiscal  Years  1994-1996 


Prior  Year    10/1/93-9/30/94 


Reports  to  Congress 
Report  and  Recommendations  to  the  Congress,  March  1,  1994 
Medicare  and  the  American  Health  Care  System,  Report  to  Congress.  June  1994 
Analysis  of  Medicaid  Disproportionate  Share  Payment  Adjustments  (C -94-01) 
Interim  Analysis  of  Payment  Reform  for  Home  Health  Services  (C-94-02) 

Technical  Reports 

Within  DRG  Case-Complexity  Change.  1992  (E-94-01) 

The  Incremental  Impact  of  Scientific  and  Technological  Advances  on  Operating  Costs  in  PPS 

Hospitals  and  PPS-Excluded  Facilities.  FY  1995  (E-94-02) 
The  Incremental  Impact  of  Scientific  and  Technological  Advances  on  Capital  Costs  in  PPS 

Hospitals.  FY  1995  (E-94-03) 
The  Incremental  Impact  of  Scientific  and  Technological  Advances  on  Cost  Increases  in  Dialysis 

Facilities.  FY  1995  (E-94-04) 
Discussion  Report:   Assessing  the  Impact  of  Cost-Decreasing  Technological  Change  on  Medicare 

Inpatient  Costs  (E-94-0S) 
Discussion  Report   Assessing  the  Impact  of  Technological  Change  for  Medicare  and 

Non-Medicare  Populations  Across  Settings  (E-94-06) 
Medicaid  Reimbursement  Methodologies  and  Payment  Rates  for  Home  Health  Agencies  (E-94-07) 
Quality -Oriented  State  Licensing  Requirements  for  Non-PPS  Facilities  (E-94-08) 

Current  Year:    10/1/94-9/30/95 

Reports  to  Congress 
Report  and  Recommendations  to  the  Congress  (Due  3/95) 
Medicare  and  the  American  Health  Care  System.  Report  to  Congress  (Due  6795) 
Analysis  of  the  Secretary's  Legislative  Proposal  Eliminating  Separate  Average  Standardized 

Amounts  (Awaiting  the  Secretary's  proposal) 
Analysis  of  the  Secretary's  Report  on  Hospital  Outpatient  Services  (Awaiting  the  Secretary's  report) 
Analysis  of  the  Secretary's  Report  on  PPS-Excluded  Facilities  (Awaiting  the  Secretary's  report) 
Analysis  of  the  Secretary's  Report  on  Skilled  Nursing  Facilities  (Awaiting  the  Secretary's  report) 
Analysis  of  the  Secretary's  Report  on  Home  Health  Service  Payment  Reform  (Awaiting  the 

Secretary's  report) 

Technical  Reports 

Indirect  Medical  Education  Adjustment  to  PPS  Payment  (Pending) 

Transfer  Payment  Policy  (Pending) 

The  Relationship  Between  Hospital  Costs  and  Payments  by  Source  of  Revenue.  1980-1991  (Pending) 

Improving  the  Area  Wage  Index:  Alternative  Definitions  of  Hospital-Specific  Labor  Market  Areas 

(Pending) 
Outlier  Payment  Policy  (Pending) 
Medicare  Per  Capita  Expenditures  and  Costs  (Pending) 
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The  Supply  of  Home  Health  Services  for  Medicare  Beneficiaries  (Pending) 
Patterns  of  Post-Acute  Care  for  Medicare  Beneficiaries  with  Hip  Fractures  (Pending) 
Hospital/Physician  Relationships  (Pending) 
Medicaid  Managed  Care  Program  Access  Requirements  (Pending) 

Budget  Year  -  10/1/95-9/30/96 

Reports  to  Congress 

Report  and  Recommendations  to  the  Congress  (Due  3/96) 

Medicare  and  the  American  Health  Care  System.  Report  to  Congress  (Due  6/96) 

Technical  Reports 
To  be  determined 


The  Commission  also  provides  testimony  before  the  House  Ways  and  Means  Committee.  Senate 
Finance  Committee,  and  other  Committees  on  subjects  related  to  its  expertise,  and  has  worked  with 
these  Committees  on  particular  analytic  problems  at  their  request.   Members  of  the  Commission  and 
staff  also  regularly  provide  briefing  and  technical  advice  to  members  of  Congress  and  their  staff.  In 
addition,  the  Commission  works  with  the  Health  Care  Financing  Administration  and  a  number  of 
private  sector  groups  concerning  Medicare  payment  for  facility  services  and  related  areas. 

As  PPS  has  evolved,  ProPAC  has  examined  a  number  of  important  policy  issues  and  recommended 
improvements.  At  the  direction  of  Congress.  ProPAC  has  gradually  expanded  its  responsibilities  to 
include  payment  policy  for  excluded  facilities;  hospital  outpatient  services;  and  more  recently 
prospective  payment  for  home  health,  skilled  nursing  facility,  end-stage  renal  disease  dialysis  services 
and  other  free-standing  facility  services.  The  Commission's  responsibilities  also  include  Medicaid 
hospital  payment  policies  as  well  as  issues  related  to  health  care  reform.  ProPAC  has  and  will 
continue  to  bring  to  the  attention  of  Congress  problems  that  could  compromise  the  effective  delivery 
of  high  quality  care  to  Medicare  beneficiaries. 

During  1994.  the  Commission  met  seven  times  to  develop  and  approve  its  reports  and 
recommendations  to  Congress.  The  agenda  for  each  of  the  meetings  is  briefly  described  in  the 
following  chart 
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Commission  Meetings  in  1994 


1994  Date  and  Place 


Attendance        Major  Items 


January  19-20,  1994  1/19  -  13  Discussion  and  review  of  PPS  operating  and  capital. 

Madison  Hotel  1/20  -  12  excluded  hospitals  and  units,  and  dialysis  facility 

Washington.  DC  update  factors  for  inclusion  in  the  March  report  to 

Congress.   Review  of  analyses  of  the  hospital  wage 
index  and  labor  market  areas,  outlier  payment  policy, 
and  indirect  medical  education  adjustments  as 
background  for  March  report  recommendations. 
Approval  of  the  home  health  report  to  Congress. 


April  19-20,  1994 

4/19-  13 

Madison  Hotel 

4/20-  12 

Washington.  DC 

Review  preliminary  results  from  a  Commission- 
sponsored  survey  of  hospital-physician  relationships. 
Discuss  and  approve  Medicare  and  the  American 
Health  Care  System,  report  to  Congress.  Presentation 
of  analyses  of  home  health  episodes  of  care, 
reimbursement  for  erythropoietin,  capital  payment 
policies,  direct  and  indirect  graduate  medical  education 
payments,  and  hospital  outpatient  services. 


May  24-25,  1994  5/24  -  13  Discussion  of  Commission's  policy  on  conflict  of 

Hyatt  Regency  Hotel  5/25  -  13  interest,  other  policies  and  procedures,  and  analytic 

Reston.  VA  agenda  for  1994-1995.  Presentation,  with  outside 

expert  on  the  future  of  the  American  health  care 
system.  Congressional  staff  panel,  with  various  House 
and  Senate  staff  members,  on  the  legislative  outlook 
for  health  care  reform.  Medicare  and  Medicaid,  and 
ProPAC's  role. 


June  21-22,  1994 
Madison  Hotel 
Washington.  DC 


6721-13  Analyses  of  disproportionate  share  hospital  provisions 

6/22  -  13  in  health  reform  proposals.  Presentation,  with 

Physician  Payment  Review  Commission  staff,  on  the 
relationship  between  outpatient  payment  policy  and 
physician  payment   Discussion  of  issues  concerning 
graduate  medical  education  payment  Discussion  of 
essential  community  provider  provision  in  health 
reform  legislation. 


September  13-14, 
Madison  Hotel 
Washington.  DC 


9/13  -  16  Presentation  on  the  impact  of  recent  PPS  policy 

9/14  -  15  changes  and  proposed  refinements  to  the  DRG  patient 

classification  system.  Background  information  on 
Medicare  managed  care.   Discussion  of  definitions  of 
medically  underserved  areas  and  the  Commission's 
principles  regarding  essential  community  providers. 
Panel  discussion,  with  outside  experts,  on  integrated 
health  care  networks.  Presentation  of  recent  changes  in 
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hospital  payments  and  costs  and  their  implications  for 
health  care  spending. 

October  25-26,  1994  10/25  -  14         Data  on  state-level  spending  for  Medicare  inpatient 

Madison  Hotel  10/26  -  13         hospital  services  were  presented.   Discussion  of 

Washington,  DC  recommendations  to  improve  Medicare  hospital 

outpatient  payment  methods.   Analysis  of  alternative 
methods  to  evaluate  the  level  of  the  indirect  medical 
education  adjustment.   Presentation  on  the  contribution 
of  distinct-part  units  to  the  financial  condition  of 
hospitals.  Panel  discussion,  with  outside  experts,  on 
the  factors  accounting  for  the  rise  in  post-acute 
expenditures.   Presentation  on  emerging  competition 
and  antitrust  issues. 

December  13-14,  1994  12/13  -  IS         Presentations  on  Medicare  managed  care— disenrollment 

Madison  Hotel  12/14-11         experience  and  calculation  of  payments.   Data  on 

Washington,  DC  Medicare  state-level  spending  on  post-acute  care. 

Presentation,  with  HCFA  staff,  on  differences  in 
ProPAC's  and  HCFA's  approaches  to  updating 
Medicare  capital  payments  under  PPS.   Discussion  of 
how  variations  in  medical  practice  provide  indications 
of  where  health  care  expenditures  can  be  reduced. 
Preliminary  information  on  March  report 
recommendations  on  the  ESRD  update,  transfer 
payment  policy,  graduate  medical  education,  and 
refinements  to  PPS  payment  policies.  Update  on 
hospital  financial  performance. 


JUSTIFICATION  OF  BUDGET  PROPOSAL 

For  fiscal  year  1996,  the  Commission  is  requesting  an  appropriation  of  $4,656,000.  This  reduction 
from  fiscal  year  1995  reflects  economies  achieved  in  our  mainframe  computer  and  printing  and 
reproduction  budgets  which  offset  added  costs  due  to  inflation.  This  level  of  funding  will  allow  us  to 
maintain  our  current  level  of  staffing  and  support 


In  recent  years.  Congress  has  substantially  expanded  the  scope  of  our  responsibilities  and  the  number 
of  reports  we  are  required  to  submit  Consequently,  we  have  had  to  acquire  new  data  sources  and 
learn  how  to  effectively  use  new  data  files.  To  respond  effectively  and  efficiently  to  the  needs  of 
Congress,  we  have  hired  staff  with  knowledge  and  experience  in  these  new  policy  areas.  We  have 
also  continued  to  maximize  our  use  of  computerized  database  management  and  graphics  capabilities  to 
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facilitate  the  production  of  our  reports.  Our  broad  responsibilities  and  the  technical  complexity  of  our 
work  presented  new  challenges  to  ensure  that  the  members  of  the  Commission  were  fully  informed 
regarding  the  work  of  the  staff.  This  led  us  to  periodically  convene  telephone  conference  calls  with 
small  groups  of  Commissioners  to  review  staff  work  and  provide  advice  on  technical  issues. 

Administration  and  Management 

This  category  includes  funding  necessary  for  payment  of  Commissioners  for  travel  and  time  spent  on 
Commission  business;  for  salary  and  benefits  for  an  Executive  Director  and  staff  of  not  more  than  25 
full-time  equivalent  personnel;  for  facilities,  supplies,  equipment,  and  travel  of  that  staff;  for 
communications  with  the  public,  including  maintenance  of  mailing  lists,  publication  of  reports, 
expenses  required  by  the  open  meetings  of  the  Commission,  and  for  other  administrative  expenses 
associated  with  facilitating  the  work  of  the  Commission.    In  addition,  computer  services  required  to 
conduct  ProPAC  staff  analyses  fall  into  this  category.   The  General  Services  Administration  (GSA), 
under  contract  to  ProPAC.  provides  personnel,  payroll,  and  accounting  services.  GSA  also  arranges  on 
our  behalf  for  office  space,  telecommunication  services,  and  travel  services  at  government  contract 
rates.  Our  computer  services  are  obtained  from  the  House  Information  Systems  of  the  U.S.  Congress. 

We  are  $1 1.000  less  in  this  category.  The  major  reason  for  lower  expenditures  in  this  category  is  due 
to  renegotiated  mainframe  computer  charges.  Even  though  our  use  of  the  mainframe  computer 
continues  to  expand,  new  equipment  at  the  House  Information  Systems  allow  us  to  take  advantage  of 
the  economies  of  the  latest  technologies.  We  anticipate  modest  merit  pay  or  step  increases  during 
fiscal  year  1996. 

Data  Development,  Analysis,  and  Research 

This  category  represents  that  portion  of  the  proposed  budget  expended  through  grants  and  contracts 
with  outside  organizations  and  individuals  to  provide  a  detailed  quantitative  information  base  for 
Commissioners  to  use  in  formulation  of  recommendations  and  reports.  A  significant  portion  of  these 
funds  is  expended  in  areas  which  focus  upon  the  impact  of  PPS  on  the  American  health  care  system  in 
general  and  the  Medicare  program  and  Its  beneficiaries  in  particular. 

A  detailed  listing  of  our  extramural  data  development  and  research  projects  completed,  ongoing,  or 
planned  for  fiscal  years  1993.  1994.  and  199S  is  included  as  Appendix  A. 
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Our  extramural  research  funding  is  also  used  to  obtain  programming  support  for  our  mainframe 
computer  analyses.  In  fiscal  year  1994  we  spent  over  $600,000  on  software  development  for  these 
analyses.  We  expect  that  our  mainframe  computer  programming  needs  will  require  half  of  our 
extramural  research  funding  in  fiscal  years  1995  and  1996.  Other  major  research  projects  include  a 
multivariate  analysis  of  hospital-physician  relationships  and  hospital  financial  performance.  We 
continued  our  analysis  of  Medicare  state  per  capita  expenditures,  the  financial  condition  of  hospital 
groups,  and  cost  shifting,  including  an  analysis  of  private  insurer  payment  to  cost  ratios. 

Other  projects  described  in  Appendix  A  have  or  will  provide  additional  valuable  information  to  the 
Commission  in  developing  its  reports  and  recommendations  to  Congress. 

The  Commission's  data  development  and  research  funds  are  intended  to  provide  practical,  policy- 
related  information.  Projects  currently  under  way  or  planned  for  the  remainder  of  fiscal  year  1995  will 
provide  information  for  the  Commission's  reports  this  year  and  early  next  year.  Each  Spring  the 
Commission  sets  the  research  priorities  for  the  following  year  based  on  congressionally  required 
reports  and  ProPAC's  assessment  of  research  needs.  Consequently,  the  Commission  has  not  yet 
identified  specific  projects  to  be  funded  with  the  fiscal  year  1996  appropriation.  We  anticipate, 
however,  that  software  development  for  the  mainframe  computer  will  use  at  least  half  of  our  requested 
research  support  for  fiscal  year  1996. 

Commission  Members,  Terms,  Professional  Affiliations,  and  Fiscal  Year  1994  Compensation 

Three  Year  Term 
(April  1"-March  31"  Each  Year)  FY  1994 

Member/Affiliation  Appointed  Expiration  Compensation 

Stuart  H.  Airman.  Ph.D.»  1984  1996  $16,633 

Sol  C.  Chaikin  Professor  of  National 

Health  Policy 
Brandeis  University 

SusanS.  Bailis  1994  1997  $4,672 

Executive  Vice  President  and 

Chief  Operating  Officer 
The  ADS  Group 

Richard  A.  Berman»*  1989  1995  5.229 

President 

Manhattanville  College 


-22- 
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Commission  Members,  Terms,  Professional  Affiliations,  and  Fiscal  Year  1994 
Compensation  (Continued) 

Three  Year  Term 
(April  1"-March  31"  Each  Year)  FY  1994 

Member/Affiliation  Appointed  Expiration  Compensation 


James  D.  Bernstein**  1990  1996  5.674 

President 

North  Carolina  Foundation  for 
Alternative  Health  Programs 

Clay  D.  Edmands  1992  1995  6.397 

President 

Asbury-Salina  Regional  Medical  Center 

William  S.  Hoffman.  Ph.D.**  1989  1995         Does  not  accept 

Director.  Social  Security  Department  compensation 

International  Union,  UAW 

Clark  Kerr**  1991  1997  9.067 

President 

ConsumerFirst 

James  R.  Kimmey.  M.D.**  1991  1997  8.121 

Vice  President  of  Health  Sciences 
Sl  Louis  University  Medical  Center 

David  A.  Kindig.  M.D..  Ph.D.  1991  1994  2,002 

Professor  of  Preventive  Medicine 
University  of  Wisconsin  -  Madison 
Programs  in  Health  Management 

Judith  R.  Lave,  Ph.D.**  1993  1997  4.784 

Professor  of  Health  Economics  and  (Appointed  to  unexpired 

Co-Director,  Center  for  Research  on  term  of  Bruce  Vladeck) 

Health  Care 
Graduate  School  of  Public  Health 
University  of  Pittsburgh 

Larry  L.  Mathis**  1989  1995  4.116 

President  and  CEO 

The  Methodist  Hospital  System 

Robert  J.  Myers  1993  1996  6.341 
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Commission  Members,  Terms,  Professional  Affiliations,  and  Fiscal  Year  1994 
Compensation  (Continued) 

Three  Year  Term 
(April  1"-March  31"  Each  Year) 
Member/ Affiliation                                        Appointed                    Expiration 

FY  1994 
Compensation 

Donald  R.  Oder** 
Executive  Vice  President  and  COO 
Rush-Presbyterian-SL  Luke's 
Medical  Center 


1990 


1996 


6.063 


Elliott  C.  Roberts.  Sr.**  1989 

Professor 

Department  of  Health  Systems  Research 

and  Public  Health 
Louisiana  State  University  Medical  School 

J.  Michael  Sadaj,  M.D.**  1990 

Rocky  Mountain  Clinic 

J.B.  Silvers.  Ph.D.**  1988 

Co-Director 

Health  Systems  Management  Center 

Case  Western  Reserve  University 

Roxane  B.  Spitzer-Lehmann,  Ph.D.  1992 

Vice  President,  Managed  Care  Operations 
Medicus  Systems  Corporation 

James  R.  Tallon  1994 

President 

United  Hospital  Fund  of  New  York 

Jae  L.  Wittlich  1993 

Senior  Vice  President  and 
Chief  Operating  Officer 
Group  Benefits  Department 
CNA  Insurance  Companies 


1995 


1996 
1994 


1995 


1997 


1996 


4.005 


7.565 
6.675 


5.674 


945 


5.507 


Members  were  appointed  for  four  terms. 
Members  were  appointed  for  two  terms. 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 
Estimates  for  Consulting  Services 


Fiscal  Year Appropriation 

1994  Actual  0 

1995  Plan  0 

1996  Request  0 


The  Prospective  Payment  Assessment  Commission  is  not  requesting  funding  for  consultant  services  for 
fiscal  year  1996.  The  need  for  consulting  services  diminished  as  ProPAC  developed  staff  expertise 
and  research  capabilities.   Where  special  expertise  is  required,  the  Commission  contracts  for 
background  papers  and  analyses  or  undertakes  studies  using  its  extramural  data  development,  analysis, 
and  research  authority.  The  Commission  also  periodically  invites  panels  of  experts  to  present  their 
views  at  Commission  meetings.  The  Commission's  estimates  for  related  services  is  described  in  the 
next  section. 
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PROSPECTIVE  PAYMENT  ASSESSMENT  COMMISSION 
Estimates  for  Related  Services 


Other 
Fiscal  Year  GSA  Contracts 

1994  Actual  $57,000  $101,000 

1995  Plan  52.000  118.000 

1996  Request  51.000  118.000 


This  category  includes  funds  for  a  contract  with  the  General  Services  Administration  (GSA)  for  certain 
administrative  functions,  including:   accounting,  personnel  and  payroll,  budget,  facility  and  supply 
management  and  procurement,  etc.   It  is  much  more  efficient  and  effective  to  use  the  GSA 
organization,  which  has  been  established  to  provide  services  to  small  Federal  agencies,  boards,  and 
task  forces,  than  to  attempt  to  establish  this  expertise  within  the  ProPAC  staff. 

Other  funds  in  this  category  are  used  for  contract  services  in  a  number  of  other  areas.  These  include: 
providing  large  public  meeting  rooms  for  Commission  meetings:  obtaining  transcripts  of  meetings; 
editorial  and  other  services  related  to  preparation  and  publication  of  reports;  training  for  staff  in 
various  areas,  particularly  to  improve  writing  and  presentation  skills,  and  the  use  of  computers  and 
special  computer  software  products  necessary  to  ProPAC's  work;  contracting  with  experts  to  prepare 
background  papers  or  to  appear  at  Commission  and  Subcommittee  meetings;  and  technical  panels  for 
the  purpose  of  making  reports  or  presentations  on  issues  of  importance  to  the  Commission. 
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Appendix  A 


Research  Agenda  and  Plans 
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ProPAC's  Extramural  Research  Projects 
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Fiscal  Year  Spending  Comparison,  1993-1995 


Fiscal  Year 

Contract  Type 

1993 

1994 

1995* 

Major  Research  Projects 

$    508,161.64 

$      60,708.00 

Task  Order  Contracts 

118,093.28 

182,612.66 

Small-Scale  Projects 

50,400.00 

97,989.00 

$    3,740.00 

Computer  Support  Services 

512,185.00 

649,000.00 

220,000.00 

Data  Acquisition 

2,402.50 

3,957.50 

Technical  Advisory  Support 

8,685.00 

19,323.71 

2,690.20 

Total 

1,199,927.42 

1,013,590.88 

226,430.20 

•Spending  from  10/1/94  through  1/31/95. 


-215    0—95 3 
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ATTACHMENT  A 

EXTRAMURAL  RESEARCH  PROJECTS 

FISCAL  YEAR  1993 


I.      RESEARCH  PROJECTS 


CONTRACTOR/STATUS 


Measurement  of  Road-Mile  and  Air-Mile  Distances  Between  U.S.  Hospitals 

Continuation  ot  project,  second  year  funding. 


DOT/Volpe  National 
Transportation  Systems 
Center 


Survey  of  Hospital-Physician  Relations 

This  project  examined  the  nature  and  degree  of  influence  that  hospitals  have  over  physician  behavior 
in  providing  cost-effective  inpatient  care    The  Contractor  conducted  a  survey  ot  a  representative 
sample  of  United  States  hospitals.   The  survey  was  designed  to  investigate  strategies  employed  by 
hospitals  to  influence  physicians  to  improve  the  hospital's  financial  performance.   The  project  also 
determined  if  the  nature  of  the  hospital-physician  relationship  differs  by  hospital  group,  such  as  for 
major  teaching  hospitals,  rural  hospitals,  or  hospitals  with  a  large  share  of  low-Income  patients. 
ProPAC  is  using  this  information  to  compare  the  strategies  employed  by  each  hospital  with  actual 
I  performance  of  that  hospital. 


Estimating  Change*  in  Medicare  Costs  from  Scientific  and  Technological  Advances 

This  project  provided  update  information  on  the  impact  of  technological  advances  on  hospitals  and 
renal  dialysis  providers.  This  information  provided  support  for  ProPAC's  fiscal  year  (FY)  1995 
Scientific  and  Technological  Advancement  allowances  for  inpatient  operating  costs  (S&TA-O)  for  PPS 
hospitals  and  PPS-excluded  facilities.  This  project  also  provided  background  information  on  the 
incremental  inpatient  capital  costs  incurred  by  PPS  hospitals  due  to  the  adoption  of  new  technologies 
This  information  is  the  baas  for  a  Scientific  and  Technological  Advancement  allowance  for  inpatient 
capital  costs  (S&TA-C).     It  also  provided  support  to  ProPAC's  FY  1995  Scientific  and  Technological 
>  for  end-stage  renal  dialysis  providers  (S&TA-E). 


MACRO  International.  Inc. 
Completeu 


Abt  Associates. 
Completed 


II.    TASK  ORDER  CONTRACTS 

Research  Support  Services 

The  Commission  continued  to  use  task  order  contracts  to  complete  short-term  technical  analyses. 
Topics  for  the  task  orders  were  determined  as  the  Commission  developed  its  analytic  agenda. 


Abt  Associates,  Inc. 


State  Regulations  and  Policies  that  Affect  the  Provision  of  Post-Acute  Care 

This  task  order  collected  information  about  state  regulations  and  policies  that  affect  the  staffing 
requirements,  services  provided,  and  patient  mix  of  Medicare  certified  skilled  nursing  facilities  (SNFs) 
and  home  health  agencies  (HHAs).  The  information  reflects  regulations  and  policies  that  existed  in 
1990.  This  information  was  used  to  descnbe  the  extent  of  vanation  in  regulations  and  policies  among 
states.  In  addition,  the  information  was  used  to  develop  explanatory  variables  for  models  that  explain 
geographic  vanation  in  Medicare  costs  for  SNF  and  HHA  services,  as  well  as  vanation  in  utilization  of 
these  services  by  Medicare  beneficiaries 
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Analysis  ol  the  Effect  of  the  Economic  Stabilization  Program 

This  task  order  analyzed  the  effect  of  the  Economic  Stabilization  Program  on  healthcare  costs,  pnces, 
and  expenditures. 

Beneficiary  Access  to  Ambulatory  Services 

This  task  order  drew  on  Abf  s  expertise  in  outpatient  payment  and  ambulatory  data  issues.   This 
expertise  was  used  in  developing  an  analysis  plan  for  an  intramural  study  ProPAC  may  conduct  on 
beneficiary  liability  and  access  to  ambulatory  services. 

Quality-Onented  Regulatory  Requirements  for  Non-PPS  Facilities 

This  task  order  gathered  information  on  state  regulatory  requirements  and  voluntary  national 
accreditation  standards  for  vanous  health  care  facilities,  whether  or  not  they  participate  in  the 
Medicare  program.   The  Contractor  documented  standards  that  differ  from  Medicare  requirements  or 
that  exist  where  Medicare  has  neither  certification  nor  other  requirements.     The  information  was  used 
to  descnbe  vanation  across  states  in  regulations  and  policies  that  affect  quality  of  care  provided.   The 
Contractor  also  collected  information  on  state  Medicaid  reimbursement  methodologies  for  home 
health  agencies.   This  matenal  was  used  in  the  preparation  of  a  report  to  Congress  on  home  health 
agencies  submitted  March  1,  1994 

III.    SMALL-SCALE  PROJECTS 

The  Commission  awarded  smaller-scale  contracts  to  support  its  analyses.   These  projects  were  short 
term  empirical  and  background  studies  with  very  specific  objectives    The  use  of  smaller-scale 
projects  allows  ProPAC  to  make  the  best  use  of  experts  that  possess  unique  knowledge,  skills,  or 
data.   The  topics  studied,  like  the  task  orders,  were  determined  from  the  Commission's  analytic 
agenda  and  the  decisions  for  major  research. 

Conference  on  'Measunnq  and  Managing  Quality  in  the  ESRD  Treatment  Setting' 

The  Commission  contributed  funds  to  the  Institute  of  Medicine  to  conduct  a  20-month  project  to  Completed 

organize  a  conference  on  'Measunng  and  Managing  Quality  in  the  ESRD  Treatment  Setting,"  and  to 
publish  and  disseminate  a  conference  proceedings  monograph. 

Analysis  ol  Hospital  Uncompensated  Care  Costs,  Indigent  Care  Costs,  and  Cost-Shifting  Amencan  Hospital 

Association 
This  contract  covered  a  three-task  ProPAC  project.   The  first  task  of  the  contract  was  the 

development  of  a  LOTUS  file  of  hospital  costs,  payments,  and  charges  by  revenue  source  and  Completed 

hospital  group.   It  included  a  series  of  aggregate  sums  for  a  set  of  hospital  groups  for  each  year  from 
1980  to  1991.   The  second  task  was  the  creation  of  distributions  involving  payments  and  charges  by 
sources  of  revenue.   The  third  task  was  a  comprehensive  analysis  of  cost-shifting  for  community 
hospitals.   This  project  used  data  from  the  Amencan  Hospital  Association's  Annual  Survey  for  1980 
through  1991  for  task  one,  and  1991  Annual  Survey  data  for  tasks  two  and  three. 
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Analysis  of  Employer  Payment-to-Cost  Ratios  (or  Inpatient  and  Outpatient  Services 

This  analysis  provided  payment-to-cost  ratios  for  inpatient  and  outpatient  services  for  pnvately  insured 
persons.   The  Contractor  calculated  employer-weighted  payment-to-cost  ratios  using  ratios  of  cost-to- 
charges,  provided  by  ProPAC,  and  information  in  the  MarketScan  database.    The  Contractor  also 
created  centile  and  decile  payment-to-cost  ratios  for  pnvately  insured  businesses  and  their 
employees.    The  Contractor  then  constructed  tables  that  included  inpatient,  outpatient,  and  combined 
inpatient  and  outpatient  data  from  large  employer  groups.   This  information  was  used  by  the 
Commission  in  understanding  hospital  gains  and  losses  by  revenue  source  and  cost-shifting  public 
and  uncompensated  care  losses  to  pnvate  payers. 


SysteMetncs/ 

A  MEDSTAT  Division 


1991  Payment-to-Cost  Ratios  for  Uncompensated  Care.  Medicare.  Medicaid,  and  Private  Payers  Kelley,  Dana 

The  Contractor  analyzed  and  wrote  a  paper  on  1991  payment-to-cost  ratios  for  uncompensated  care,  Completed 

Medicare,  Medicaid,  and  pnvate  payers     Additionally,  the  paper  focused  on  trends  in  Medicare  and 
Medicaid  gains  versus  total  facility  costs  for  different  hospital  groups 


IV.   COMPUTER  SUPPORT  SERVICES 


The  Commission  continued  to  contract  for  computer  programming  services  i 
intramural  research. 


sssary  to  support  its 


ARC  Professional 
Services  Group 


V.   DATA  ACQUISITION 


The  Commission  continued  to  purchase  necessary  data  to  support  i 
acquisitions  were  as  follows: 


,  intramural  research.   Data 


Database  containing  inpatient  and  outpatient  claims  of  pnvately  insured  workers 

National  Hospital  Panel  Survey  Report/1993 

One  Year  Subscription  to  Services  Relating  to  Health  Care  Costs  Research 


MEDSTAT  Systems,  Inc. 
AHA  Services,  Inc. 
DRI/McGraw-Hill 


VI. 


TECHNICAL  ADVISORY  SUPPORT 


The  Commission  continued  to  seek  the  advice  of  technical  experts  in  the  field  regarding  PPS  issues. 
The  Commission  contracted  with  Robert  Fetter  for  a  presentation  at  the  October  28.  1992 
Commission  meeting  on  International  Expenence  with  DRGs.   The  Commission  also  contracted  with 
Carol  Carter  and  Peter  Weil  to  serve  on  the  Technical  Evaluation  Panel  (TEP)  for  RFP  01-93- 
ProPAC,  Survey  of  Hospital-Physician  Relations.   The  Commission  solicited  the  services  of  Richard 
Rettig  to  participate  on  the  TEP  for  RFP  03-93-ProPAC  Estimating  Increases  in  Medicare  Costs  Due 
to  Scientific  and  Technological  Advances    ProPAC  convened  a  panel  of  experts  on  Global  Budgeting 
at  the  April  Commission  meeting    Panelists  contracted  to  participate  were  Bradford  Kirkman-Liff  and 
Alan  Cohen.   Finally,  ProPAC  contracted  with  Joy  Grossman  to  present  information  on  the  effects  of 
hospital  entry  in  a  market  for  high  technology  services. 
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ATTACHMENT  B 

EXTRAMURAL  RESEARCH  PROJECTS 

FISCAL  YEAR  1994 

I.  RESEARCH  PROJECTS  CONTRACTOR/STATUS 
Survey  of  Hospital-Physician  Relation*  MACRO  I 
Continuation  of  project-second  year  funding.  Completed 

Estimating  Changes  in  Medicare  Costs  from  Scientific  and  Technological  Advances  Abt  Associates. 

Continuation  of  project-second  year  funding.  Completed 

II.  TASK  ORDER  CONTRACTS 
Research  Support  Services  Project  HOPE 


The  Commission  continued  to  use  task  order  contracts  to  complete  short-term  technical  analyses. 
Topics  for  the  task  orders  were  determined  by  the  Commission's  analytic  agenda    In  addition, 
research  projects  that  were  not  chosen  as  major  projects  were  completed  using  ProPAC's  task  order 
contracts. 

Medicaid  Managed  Care  Program  Access  Requirements 

This  project  will  examine  a  range  of  state  strategies  for  ensuring  access  to  health  services  for  people 
eligible  for  Medicaid  who  are  enrolled  in  managed  care  plans    Consideration  will  be  given  to 
strategies  employed  by  states  to  ensure  geographic,  cultural,  and  linguistic  access  and  to  ensure  thai 
health  plan  enrollees  receive  medically  appropnate  services    This  information  will  assist  the 
Commission  in  developing  its  position  and  recommendations  on  essential  community  provider 
mandatory  contracting  provisions    It  will  also  contnbute  more  generally  to  policy  pnnciples  on  access 
to  services  for  vulnerable  populations  enrolled  in  managed  care  plans.    The  project  also  will  include 
information  gathered  from  both  state  Medicaid  agencies  and  Medicaid  managed  care  contractors. 

A  Companson  of  Cost  Definitions 

This  project  examined  Medicare's  definition  of  allowable  and  non-allowable  costs.   It  compared 
providers'  Medicare  costs,  as  determined  in  accordance  with  Medicare  reimbursement  pnnciples.  to 
what  providers'  Medicare  costs  would  be  if  they  were  determined  using  Generally  Accepted 
Accounting  Principles  (GAAP).   This  comparison  focused  on  hospital  inpatient  and  outpatient 
services,  and  outpatient  renal  dialysis  services.     It  included  a  review  of  Medicare  Cost  Report 
instructions,  Medicare  provider  and  intermediary  manuals  and  rules,  other  Medicare  matenals  as 
needed,  and  GAAP.   The  Prospective  Payment  Assessment  Commission  used  this  information  to 
assess  the  impact  of  using  Medicare's  definition  of  allowable  costs  for  rate  setting,  rate  updating,  and 
research  purposes  in  today's  prospective  payment  environment. 

III.    SMALL-SCALE  PROJECTS 

The  Commission  continued  to  award  smaller-scale  contracts  to  support  its  analyses.    The  projects 
were  short-term  empirical  and  background  studies  with  very  specific  objectives.   The  use  of  smaller- 
scale  projects  allows  ProPAC  to  make  the  best  use  of  experts  that  possess  unique  knowledge,  skills, 
or  data.   The  topics  studied,  like  the  task  orders,  were  determined  from  the  Commission's  analytic 
agenda  and  the  decisions  for  major  research. 
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Incremental  Impact  of  Scientific  and  Technological  Advances  on 
Operating  and  Capital  Costs  in  Dialysis  Facilities 

For  this  project  the  Contractor  developed  an  estimate  of  the  increase  in  Medicare  costs  under  the 
composite  rate  for  fiscal  year  1996  that  are  attnbutable  to  changes  in  scientific  and  technological 
advances  in  the  provision  of  dialysis  services.   This  information  was  used  in  ProPAC's  annual 
recommendation  to  the  Congress  on  an  appropnate  payment  update  for  services  paid  for  under 
Medicare's  dialysis  composite  rate. 

Within  DRG  Case-Complexity  Change,  1992 

This  project  investigated  within  DRG  case-complexity  change.    It  was  a  replication  of  earlier  studies 
It  provided  information  used  in  developing  the  case-mix  change  component  of  ProPAC's  annual  PPS 
update  recommendation.    The  Contractor,  as  in  past  years,  developed  an  estimate  of  within  DRG 
case-complexity  change  and  analyzed  distributional  differences  in  case-mix  change  across  hospital 
groups.    The  time  senes  analysis  covered  fiscal  years  1989  through  1992.    The  Contractor  used  the 
same  methodology  as  in  previous  years  and  suggested  refinements  where  appropnate.   As  in 
previous  years'  analyses,  cases  were  classified  within-DRGs  using  Disease  Staging 

Cost  Shifting 

This  project  analyzed  hospital  survey  data    This  information  contnbuted  to  ProPAC's  analysis  on  cost 
shifting. 

Analysis  of  Medicaid  Base  and  Disproportionate  Share  Payments  in  1991  and  1992 


Abt  Associates.  Inc 
Completed 


SysteMetncs/ 

A  MEDSTAT  Division 


This  project  provided  aggregate  hospital  costs,  payments,  and  utilization  by  revenue  source  for 
specified  hospital  groups  for  1991  and  1992.    This  information  was  used  in  a  report  ProPAC 
submitted  to  Congress  on  the  desirability  of  establishing  maximum  and  minimum  Medicaid 
disproportionate  share  payment  adjustments. 

IV.   COMPUTER  SUPPORT  SERVICES 

The  Commission  continued  to  contract  for  computer  programming  services     This  contract  was 
opened  to  the  public  for  competitive  bidding. 


CSC  Professional 
Services  Group 


V.   DATA  ACQUISITION 

The  Commission  continued  to  purchase  necessary  data  to  support  its  intramural  research.   Data 
acquisitions  were  as  follows: 

Panel  Survey  HC  1994 

License  Renewal  for  TransCAD  Software  &  Support  for  the  penod  of  01-01-94  to  12-31-94 

Health  Care  Cost  Information  Service  03-01-94  to  02-28-95 

SAS  Software  License  Agreement  for  12-01-93  to  11-30-94 


Caliper  Corporation 
DRI/McGraw-Hill 
SAS  Institute  Inc 


VI. 


TECHNICAL  ADVISORY  SUPPORT 


The  Commission  continued  to  seek  the  advice  of  technical  experts  in  the  field  regarding  PPS  issues. 
ProPAC  convened  a  panel  of  experts  to  discuss  case-mix  change  on  October  1.  1993.   The  panel 
participants  included:  Lisa  lezzoni,  Grace  Carter,  Robert  Houchens,  and  Richard  Avenll    Gregory 
Pope's  services  were  contracted  to  present  information  to  ProPAC  on  hospital  wage  vanation  on 
October  19,  1993.   The  Commission  also  contracted  for  the  services  of  John  Ninomiya,  Randall 
Brown,  and  Ariene  Ash  to  participate  in  a  panel  discussion  at  the  October  Commission  meeting.   The 
panelist  were  invited  to  offer  the  hospital  industry's  viewpoint  on  Medicare's  managed  care  payment 
policy.   Also  dunng  the  October  Commission  meeting,  a  panel  on  quality  assurance  mechanisms  was 
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convened.    Panel  participants  were  Patncia  Nazemetz,  Director  of  Health  Benefits  for  the  Xerox 
Corporation  and  Dr.  Mark  Chassin  Commissioner  of  Health  with  the  State  of  New  York  Department  of 
Health.     The  Commission  convened  a  panel  of  experts  on  the  issue  of  any  willing  provider  during  its 
annual  Retreat.    Panel  participants  included  Lynn  Ethndge  and  Jeff  Goldsmith      Dunng  its  September 
Commission  meeting  ProPAC  contracted  the  services  of  Stephen  Shortell  and  Michael  Karpf  to 
participate  in  the  panel  discussion  on  integrated  health  care  provider  networks     Luke  Roice  provided 
the  Commission  with  technical  information  about  hospital  systems  and  integrated  health  care 
networks  on  July  29,  1994.     Jacque  Sokolov,  MD  of  Advanced  Health  Plans.  Inc..  met  with  ProPAC 
staff  to  discuss  and  provide  information  on  health  care  markets  and  the  factors  dnving  the 
development  ol  integrated  health  care  networks.    The  Commission  also  contracted  the  sen/ices  of 
Jeff  E.  Hams  to  prepare  a  report  on  cost  shifting  and  Claudia  Shur  to  provide  technical  assistance  in 
the  review  of  proposals  for  ProPACs  competitively  bid  computer  programming  support  services 
contract. 
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ATTACHMENT  C 

EXTRAMURAL  RESEARCH  PROJECTS 

FISCAL  YEAR  1995 


I.  RESEARCH  PROJECTS 

The  Commission  continues  to  award  major  research  contracts  to  support  its  analyses.   The  projects 
will  be  long-term  empirical  studies  with  broad  objectives.   The  use  of  major  research  projects  allows 
ProPAC  to  solicit  expertise  from  a  wide  range  ot  institutions  and  organizations.   The  topics  to  be 
studied  will  be  determined  as  the  Commission  develops  its  analytic  agenda. 

II.  TASK  ORDER  CONTRACTS 

Research  Support  Services 

The  Commission  continues  to  use  task  order  contracts  to  complete  short-term  technical  analyses 
Topics  for  the  task  orders  are  determined  by  the  Commission's  analytic  agenda    In  addition,  research 
projects  that  are  not  chosen  as  major  projects  may  be  completed  using  ProPAC's  task  order 
contracts. 

III.  SMALL-SCALE  PROJECTS 


The  Commission  continues  to  award  smaller-scale  contracts  to  support  its  analyses.    These  projects 
are  short-term  empincal  and  background  studies  with  very  specific  objectives.   The  use  of  smaller- 
scale  projects  allows  ProPAC  to  make  the  best  use  of  experts  that  possess  unique  knowledge,  skills, 
or  data.   The  topics  to  be  studied,  like  the  task  orders,  flow  from  the  Commission's  analytic  agenda 
and  the  decisions  for  major  research 

Hospital-Physician  Relations  Survey:  Report  to  Participants 

The  Contractor  for  this  project  conducted  a  survey  in  1993  of  a  representative  sample  of  United 
States  hospitals  to  examine  the  nature  and  degree  of  influence  that  hospitals  have  over  physician 
behavior  in  providing  cost-effective  inpatient  care.    This  phase  of  the  project  provided  a  report  of  the 
survey  results  to  the  respondents. 

HMO  Participation  in  the  Medicare  Risk  (and  Cost)  Contracting  Programs 
and  Medicaid  Managed  Care 

This  project  examined  the  extent  of  participation  by  HMOs  in  the  Medicare  nsk  (and  cost)  contracting 
programs  and  Medicaid  managed  care    The  analysis  provided  information  on  whether  certain  types 
of  plans  are  less  likely  than  others  to  enroll  Medicare  and  Medicaid  beneficianes.   The  information 
will  be  used  to  determine  if  policy  changes  are  needed  to  encourage  participation. 

IV.  -  V.   COMPUTER  SUPPORT  SERVICES  AND  DATA  ACQUISITION 

The  Commission  continues  to  contract  lor  computer  programming  services  and  to  purchase  the 
necessary  data  to  support  its  intramural  research. 


CONTRACTOR/STATUS 

Planned 


Project  HOPE 
Ongoing 


MACRO  International,  Inc. 
Completed 


Group  Health  Association 


Social  and  Scientific 
Systems.  Inc. 


VI. 


TECHNICAL  ADVISORY  SUPPORT 


The  Commission  continues  to  seek  the  advice  of  technical  experts  in  the  field  regarding  PPS  issues. 
At  its  October  25,  1994  Commission  meeting,  ProPAC  convened  a  panel  of  experts  to  discuss  and 
provide  information  regarding  utilization  patterns  and  Medicare  expenditure  growth  in  post-acute  care 
Panelists  contracted  to  participate  were  Professor  Robert  Kane  of  the  Institute  for  Health  Services 
Research  at  the  University  of  Minnesota;  Roger  S.  Taylor,  Executive  Vice  President  and  Chief 
Medical  Officer  of  PacifiCare  Health  Systems,  Inc.;  and  Stanley  Wallack  of  the  Institute  for  Health 
Policy  at  Brandeis  University. 


Thursday,  April  6,  1995. 
ARMED  FORCES  RETIREMENT  HOME 
WITNESSES 
DENNIS  W.  JAHNIGEN,  M.D.,  CHAIRMAN 
F.  MICHAEL  FOX,  JR.,  DHtECTOR,  U.S.  NAVAL  HOME 

MAJOR  GENERAL  DONALD  C.  HILBERT,  USA  RET,  DHIECTOR,  U.S.  SOL- 
DIERS' AND  AHtMEN'S  HOME 

Mr.  Porter.  We  will  next  hear  from  the  Armed  Forces  Retire- 
ment Home  Board,  Dr.  Dennis  W.  Jahnigen,  the  Chairman. 
Jahnigen,  I  guess  that  is. 

INTRODUCTION 

Dr.  Jahnigen.  Jahnigen. 

Mr.  Porter.  Jahnigen,  I  was  right  the  first  time. 
Dr.  Jahnigen,  why  don't  you  introduce  the  people  that  are  with 
you,  and  then  proceed  in  any  way  you  wish. 

Opening  Statement 

Dr.  Jahnigen.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  Members  of  the  committee,  I  am  pleased  to  ap- 
pear before  you  today  with  the  directors  of  our  two  homes,  Director 
Donald  Hilbert  of  the  United  States  Soldiers'  and  Airmen's  Home 
on  my  right,  and  Director  Michael  Fox,  the  Director  of  the  United 
States  Naval  Home  on  my  left.  We  welcome  the  opportunity  to  ad- 
vise you  of  the  recent  accomplishment  of  the  homes,  and  to  respond 
to  any  questions  which  you  might  have.  I  would  like  to  submit  my 
prepared  statement  for  the  record  and  then  briefly  summarize  it 
for  you  now. 

Mr.  Porter.  It  will  be  received. 

MISSION 

Dr.  Jahnigen.  The  mission  of  the  Armed  Forces  Retirement 
Home,  established  by  Congress  in  the  Armed  Forces  Retirement 
Home  Act  of  1991,  is  to  provide  a  continuum  of  care  and  service 
in  a  retirement  community  environment  for  retired  and  former 
members  of  the  Armed  Forces,  and  to  provide  the  highest  quality 
of  residential,  social,  and  health  services  to  residents. 

administration 

You  established  the  Armed  Forces  Retirement  Home  Board,  of 
which  I  am  the  chairman,  to  provide  policy  oversight  for  the  man- 
agement of  these  two  homes,  working  in  concert  with  each  home's 
board  of  trustees,  director  and  staff. 
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QUALITY  OF  LIFE 

The  quality  of  life  for  our  residents  remains  our  top  priority.  Our 
current  population  of  the  homes  is  2,205,  with  1,666  at  the  U.S. 
Soldiers'  and  Airmen's  Home,  and  539  at  the  U.S.  Naval  Home.  We 
are  now  adding  to  the  Armed  Forces  Retirement  Home  Board  the 
chairman  of  each  home's  Resident  Advisory  Committee  as  a 
nonvoting  member.  We  believe  that  the  participation  of  resident 
representation  on  the  board  will  enhance  the  voice  of  the  residents 
in  all  board  activities  and  ensure  responsiveness  to  issues. 

FINANCING 

A  consolidated  budget  was  submitted  this  year  for  the  first  time, 
and  the  homes  are  continuing  work  on  common  processes  such  as 
joint  computerized  accounting  systems,  resident  and  home  agree- 
ments, tables  of  services,  and  joint  marketing  of  the  homes.  A  con- 
tinuously decreasing  funding  stream  is  forcing  us  to  manage  better 
with  less. 

As  you  know,  the  Department  of  Defense  elected  to  defer  the  con- 
gressionally  authorized  increase  in  the  active  duty  pay  deduction, 
which  partially  supports  the  home's  trust  fund,  until  results  of  an 
ongoing  strategic  study  and  economic  analysis  are  complete. 

The  homes  have  made  great  strides  this  year  working  together 
in  becoming  a  single  entity,  in  its  self-analysis  of  work  processes, 
and  business  practices.  The  Armed  Forces  Retirement  Home  Board 
has  taken  a  much  more  active  role  in  the  oversight  of  the  homes, 
and  I  predict  that  the  coming  year  will  see  even  more  efficiencies 
and  improvements. 

ECONOMIC  ANALYSIS/FEASIBILITY  STUDY 

We  have  contracted  with  Coopers  &  Lybrand  to  conduct  the  con- 
gressionally  directed  study  to  evaluate  alternatives  which  include 
renovation,  relocation,  consolidation,  partial  or  complete  closure  of 
Armed  Forces  Retirement  Home  facilities.  This  study  will  help 
form  the  basis  for  rational  planning  for  the  future.  In  the  mean- 
while, we  have  tabled  almost  all  capital  improvements,  risking  in 
some  cases  the  continued  functionality  of  outdated  equipment  and 
structures.  The  only  capital  expenditures  currently  will  be  to  main- 
tain systems  necessary  to  assure  the  resident's  safety  and  comfort. 

I  reported  to  Congress  on  April  1  the  interim  results  of  that 
study  and  will  submit  the  final  report  in  December  of  this  year.  As 
you  might  expect,  results  of  the  study  will  definitely  impact  our  fu- 
ture budget  preparation.  We  have  set  as  a  goal  a  balanced  budget 
by  the  fiscal  year  2000.  Wanting  to  be  prudent  stewards  of  the  re- 
sources that  we  are  responsible  for  and  not  delay  any  opportunities 
while  awaiting  the  study  recommendations,  we  are  initiating  incre- 
mental budget  reductions  starting  with  the  fiscal  year  1997. 

ACCOMPLISHMENTS 

The  National  Performance  Review,  set  in  law  by  the  Federal 
Workplace  Restructuring  Act  of  1994,  recommended  that  the 
Armed  Forces  Retirement  Home  reduce  from  a  level  of  1,130  full- 
time  equivalent  staff  in  fiscal  year  1993,  to  a  level  of  1,008  by  fiscal 
year  1999.  The  fiscal  year  1996  goal  was  to  be  at  a  level  of  1,075. 
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Our  1996  budget  presented  today  funds  a  level  of  1,023  FTE, 
which  is  52  below  the  guidance  level,  and  in  fact  is  13  FTE  less 
than  the  guidance  level  for  1998.  So  the  Armed  Forces  Retirement 
Home  is  well  on  its  way  to  meeting  the  goal  of  personnel 
downsizing. 

I  reported  earlier  that  the  Armed  Forces  Retirement  Home  Board 
is  taking  a  more  active  management  role  in  the  homes,  and  so  too 
are  our  oversight  mechanisms.  All  of  our  committees  have  been  re- 
charged and  the  local  Boards  of  Trustees  are  adopting  more  effi- 
cient, effective  structures  and  schedules. 

We  recently  contracted  with  the  Naval  Audit  Service  for  periodic 
inspection  of  both  homes  and  are  awaiting  the  results.  The  merger 
of  the  two  facilities,  distinct  in  their  individuality,  different  in 
many  practices  and  procedures,  though  with  common  goals  and 
missions,  has  been  an  arduous  and  lengthy  process.  It  is  not  yet 
complete  but  we  are  working  toward  culmination  of  establishing  a 
single  entity  of  the  Armed  Forces  Retirement  Home. 

It  is  the  residents  of  these  facilities,  the  retired  servicemen  and 
women,  on  whose  behalf  all  these  efforts  are  directed.  We  continue 
ways  to  seek  to  improve  the  quality  of  the  lives  of  these  and  future 
residents,  while  preserving  a  healthy  and  responsible  fiscal  operat- 
ing position. 

CONCLUSION 

We  are  most  grateful  to  you  for  your  past  assistance  and  need 
your  continued  support  in  solving  our  challenges.  Mr.  Chairman,  I 
and  the  directors  are  ready  to  answer  any  questions  which  you  may 
have. 

[The  prepared  statement  and  biography  of  Dr.  Dennis  Jahnigen 
follow:] 
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Introduction 

The  mission  of  the  Armed  Forces  Retirement  Home  (AFRH)  is  to  provide  a  continuum  of 
care  and  service  in  a  retirement  community  for  retired  and  former  members  of  the  Armed  Forces 
and  to  provide  the  highest  quality  of  residential,  social  and  health  services  to  residents.  The 
continuing  accomplishment  of  this  mission  is  dependent  upon  several  factors  -  the  dedicated 
management  of  the  two  sites  by  the  Directors  and  their  staff;  the  operational  oversight  of  the 
local  Boards  of  Trustees;  the  guidance  and  policy  oversight  of  the  Armed  Forces  Retirement 
Home  Board  (AFRHB);  the  interaction  of  the  AFRH  as  an  independent  agency  with  the 
Department  of  Defense,  the  services  and  Congress;  and  upon  the  involvement  and  active 
participation  of  the  residents  in  the  operation  of  their  "homes." 

The  Armed  Forces  Retirement  Home  Board  (AFRHB)  membership  is  directed  by 
Congress  to  be  not  less  than  16,  and  is  now  at  24.  Congress  only  specified  that  two  persons  who 
are  senior  noncommissioned  officers  of  the  Armed  Forces  were  to  be  members.  In  1994,  the 
AFRHB  increased  this  to  include  all  four  senior  noncommissioned  officers  of  the  Armed  Forces. 
Members  are  listed  at  attachment  one.  The  Board  now  includes  also,  as  a  non-voting  member, 
the  Chair  of  the  Resident  Advisory  Committee  from  each  Home.  We  believe  the  participation  of 
resident  representatives  will  enhance  the  function  of  the  Board  and  ensure  responsiveness  to 
issues.  The  Board  is  composed  of  individuals  who  are  serious,  competent  and  committed  to  any 
changes  necessary  for  a  unified  Home,  beneficial  to  all  services. 

The  membership  of  the  local  Boards  of  Trustees  is  also  directed  by  Congress,  and 
represents  an  assemblage  of  concerned  individuals  and  representatives  who  apply  their  expertise 
to  the  operational  issues  brought  to  them  by  the  two  Homes.  Members  in  these  two  Boards  are 
listed  at  attachment  two. 

The  staff  of  the  two  sites,  the  U.  S.  Soldiers'  and  Airmen's  Home  (USSAH)  in 
Washington,  and  the  U.  S.  Naval  Home  (USNH)  in  Gulfport,  represent  all  of  the  primary 
professions  in  long  term  care.  The  combined  resident  population  is  currently  2205,  with  1,666  at 
the  USSAH  and  539  at  USNH.  The  residents'  home  states  include  49  of  the  50,  and 
Washington,  DC,  Puerto  Rico  and  South  Africa.  To  care  for  the  operational  and  direct  care 
needs  of  those  residents,  1,023  staff  are  employed  at  the  two  Homes.  This  is  a  mix  of  full-time 
permanent,  part-time  and  some  resident  employees  (at  USSAH).  The  annual  operating  cost  per 
resident  per  year  at  the  AFRH  is  $23,813.  This  figure  is  comparable  with  a  state  veterans' 
domiciliary,  considerably  under  the  cost  of  a  Veterans  Affairs  (VA)  domiciliary;  over  40  percent 
less  than  a  state  nursing  home,  and  less  than  one-third  the  cost  of  a  VA  nursing  home.  The 
population  at  USNH  during  the  year  reached  541  -  near  facility  design  capacity  of  550. 
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However  the  population  at  USSAH  has  decreased  from  last  year.  This  decrease  is  due  in  part  to 
the  less  than  desirable  conditions  in  some  of  the  dormitories  (lacking  private  baths).  With 
current  fiscal  problems,  any  new  construction/renovation  and  all  maintenance  other  than  life- 
safety  features  have  been  curtailed.  Certain  projects  approved  and  funded  in  previous  years* 
budgets,  however,  have  been  completed. 

With  the  downsizing  of  the  Total  Force,  the  funding  stream  for  the  AFRH  trust  fund  has 
likewise  been  reduced.  Fines  and  forfeitures  (which  represented  almost  52%  of  the  income 
source  in  fiscal  year  1993)  have  continued  their  steady  decline.  The  slowing  of  the  funding 
stream  is  compounded  by  the  commensurate  drop  in  total  trust  fund  and  loss  of  interest  realized 
from  the  investment  of  that  fund.  During  fiscal  year  1994,  the  AFRHB,  in  coordination  with 
senior  Department  of  Defense  officials,  proposed  Congressional  language  to  allow  an  increase  in 
the  involuntary  active  duty  pay  deduction  to  support  the  trust  fund,  in  addition  to  a  phased 
increase  in  resident  fees  based  upon  level  of  care  at  the  Homes.  Congress  acknowledged  their 
concerns  with  the  fiscal  situation  by  including  in  Public  Law  103-337,  the  National  Defense 
Authorization  Act  for  1995,  language  authorizing  the  AFRH  to  increase  the  resident  fees 
beginning  in  1998,  and  authorizing  the  Secretary  of  Defense  to  increase  the  pay  deduction  in 
January  1995.  The  Secretary  of  Defense  decided  to  defer  implementation  of  the  increased  pay 
deduction,  however,  until  the  results  of  the  ongoing  strategic  study/economic  analysis  are 
known.  A  financial  report  as  of  December  31,  1994  is  at  attachment  three. 

As  Congress  passed  the  language  in  the  National  Defense  Authorization  Act  of  1995, 
they  added  a  requirement  that  the  AFRHB  carry  out  a  study  to  identify  and  evaluate  alternatives 
for  modernization  of  the  facilities  at  the  USSAH.  As  mentioned  above,  all  major  renovations 
and  improvements  not  already  approved  had  been  tabled  for  the  future.  The  AFRHB  chose  to 
expand  the  congressionally  directed  study  to  provide  data  on  which  to  base  long  term  strategic 
planning.  The  study  objectives  now  encompass  direction  to  provide  estimates  of  optimal  size  of 
each  operating  location  of  the  AFRH;  to  identify  the  most  cost  effective  location  (or  combi- 
nation) for  economic  performance;  and  to  identify  the  most  cost  effective  use  of  AFRH  facilities 
including  renovation,  new  construction,  and  partial  or  complete  closure.  The  alternates  to  be 
analyzed  are  based  on  population  -  status  quo,  not  to  exceed  annual  income  and  most  favorable 
use  of  existing  real  property;  location  -  a  mix  of  scenarios  including  two  sites,  three  sites, 
consolidation  at  one  existing  site,  and  consolidation  at  new  site;  and  construction  -  involving 
either  renovation  or  new  construction.  A  contract  was  let  in  January  1995  with  Coopers  & 
Lybrand,  L.L.P,  to  conduct  the  study.  An  interim  report  on  the  study  was  provided  to  Congress 
on  April  1,  and  a  final  report  will  be  provided  in  December  1995. 


The  year  in  review 

Both  Homes  have  made  strides  in  improving  the  quality  of  life  for  residents.  The  USNH 
has  completed  extensive  kitchen  and  dining  room  renovations,  and  the  USSAH  has  instituted 
new  menus  to  promote  low  fat,  low  cholesterol  and  low  sodium  food  items.  In  addition,  chapel 
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renovations  have  been  completed  at  both  Homes,  stained  glass  windows  installed,  and 
rededications  conducted.  The  USNH  has  added  143  additional  parking  spaces  for  residents,  and 
a  new  1800  square  foot  multi-purpose  room  in  the  Long  Term  Care  Unit. 

Numerous  projects  previously  approved  and  funded  have  resulted  in  enhancement  of 
daily  living  conditions  for  the  residents  of  both  Homes.  The  USNH  expanded  handicap 
accessibility  in  the  hobby  shop  and  post  office  and  the  USSAH  installed  automatic  entrance 
doors  in  the  Sheridan  building.  A  new  bowling  alley,  fitness  center  and  an  enlarged  exchange 
retail  store  were  completed  in  September  at  USSAH,  and  a  400  square  foot  gazebo  was 
constructed  at  the  USNH.  The  Naval  Construction  Battalion  Center,  Gulfport,  MS,  did  the 
construction  as  a  training  project,  using  Home  purchased  materials.  A  new  patio  containing 
shuffleboard  courts  at  the  Scott  building  at  USSAH  are  currently  under  construction. 

Although  major  capital  projects  have  been  put  on  hold  at  both  Homes,  the  staff  experts  at 
both  Homes  have  continued  to  utilize  their  in-house  talents.  Engineering  design  and 
specifications  have  been  reviewed  for  compliance  with  local  and  federal  safety,  fire,  health 
handicapped  accessibility  and  environmental  control  measures.  Analyses  have  been  conducted 
on  personnel  injuries  and  accidents,  in  conjunction  with  new  Office  of  Safety  and  Health 
Administration  (OSHA)  requirements.  At  USNH,  they  added  heating,  ventilation  and  air 
conditioning  maintenance  and  repair  as  a  staff  function,  realizing  a  significant  dollar  savings 
over  previous  contract.  The  physical  structures  of  USSAH  are  suffering  from  delayed 
renovations  and  upgrades.  This  delay  has  required  that  an  upgrade  of  air  conditioning  be 
accomplished  to  maintain  residents'  quality  of  life.  This  project  will  be  accomplished  by  the 
beginning  of  this  summer  so  that  residents'  minimum  comfort  level  will  be  maintained 

The  psychological  and  physiological  condition  of  a  population  that  is  aging  in  place 
presents  many  challenges  and  demands  on  the  resources  of  the  Homes.  The  Homes  have  met 
those  challenges  and  demands  in  a  variety  of  contemporary  and  innovative  ways.  At  both 
Homes,  negotiated  agreements  with  independent  contractors  now  provide  physical  therapy, 
occupational  therapy  and  speech  therapy  for  the  residents  with  the  majority  of  those  services 
billed  to  Medicare  or  other  patient  insurance  providers.  Substantial  savings  have  been  achieved 
and  services  increased.  USSAH  has  also  developed  an  agreement  with  the  Washington  Veterans 
Affairs  Medical  Center  to  provide  on-site  and  referral  psychiatric  services  for  the  residents,  and 
has  reached  an  agreement  with  vendors  of  durable  medical  equipment  and  wound  care  products 
for  the  billing  of  Medicare  where  coverage  is  available.  The  USNH  has  similar  agreements  with 
providers  in  Mississippi.  These  agreements  assure  an  improved  level  of  support  for  residents 
who  now  have  expanded  options  for  care.  There  is  a  certain  segment  of  the  population  of  both 
Homes  who  have  need  for  a  special  care  or  dementia  unit.  That  need  can  be  met  at  USSAH,  in 
the  new  King  Health  Center;  but  at  the  USNH,  the  establishment  of  such  a  unit  has  been  delayed 
due  to  the  fiscal  situation.  Also  USNH  has  an  urgent  need  for  a  75  bed  health  center,  separate 
from  the  main  tower  building.  The  fiscal  situation  has  also  put  this  design  and  construction  on 
"hold."  As  an  additional  avenue  for  care  providers,  at  USNH,  they  have  negotiated  agreements 
with  several  military  activities  to  host  their  physicians  for  gerontological  experience  with  the 
residents.  Family  practice  and  internal  medicine  resident  physicians  from  the  Naval  Hospital, 
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Pensacola,  FL,  the  U.  S.  Air  Force  Hospital  at  Eglin  Air  Force  Base,  FL,  and  from  the  U.  S.  Air 
Force  Base  Hospital  at  Keesler,  Air  Force  Base,  MS,  will  assist  in  the  long  term  care  unit  and 
clinics  for  2  to  4  weeks  per  doctor.  They  have  also  expanded  formal  preceptor  programs  that 
already  include  social  work  and  therapeutic  recreation  to  include  geriatric  degree  students,  and 
history  students  with  oral  history  concentration.  A  formal  gerontology  training  program  for  non- 
health  care  employees  of  USNH  has  been  continued,  and  through  health  fairs,  participation  with 
state  and  national  associations,  and  implementation  of  Total  Quality  Management  throughout  the 
facility,  the  USNH  is  bridging  the  distance  between  federal  and  private  sector  models.  USNH 
has  also  implemented  an  aggressive  smoking  cessation  program,  and  current  resident  population 
who  smoke  is  less  than  18%.  The  USSAH  has  conducted  an  in-depth  review  of  the  staffing  of 
the  Health  Care  Services  Directorate  in  order  to  obtain  the  most  effective  and  efficient 
organization  which  will  best  meet  the  health  care  needs  of  the  populace,  while  minimizing  costs. 
The  USNH  has  accomplished  other  improvements  in  the  fiscal  area  by  gaining  in-house 
contracting  capability,  awarding  a  new  food  service  contract  which  allows  greater  flexibility  in 
cost  and  quality,  and  by  purchasing  pharmaceuticals  through  the  DoD  prime  vendor  program. 

The  Armed  Forces  Retirement  Home  is  continuing  to  evaluate  its  work  processes  and 
business  practices  to  ensure  compliance  with  the  work  force  reductions  recommended  by  the 
National  Performance  Review  and  set  in  law  by  the  Federal  Workplace  Restructuring  Act  of 
1994.  The  guidance  to  the  Armed  Forces  Retirement  Home  is  to  reduce  from  a  level  of  1,130 
full  time  equivalents  (FTE)  in  fiscal  year  1993  to  a  level  of  1,008  by  fiscal  year  1999.  The  fiscal 
year  1996  goal  was  to  be  at  a  level  of  1,075  FTE.  The  fiscal  year  1996  budget  request  presented 
today  funds  a  level  of  1,023  FTE,  which  is  52  FTE  below  the  guidance  level,  and,  in  fact,  is  13 
FTE  less  than  the  guidance  level  for  fiscal  year  1998.  So  the  Armed  Forces  Retirement  Home  is 
well  on  its  way  to  meeting  the  goal  of  downsizing. 

The  budget  submitted  for  fiscal  year  1996  requests  $59,120,000  to  be  paid  from  funds 
available  in  the  Armed  Forces  Retirement  Home  Trust  Fund.  For  fiscal  year  1996,  the  total 
O&M  request  for  the  Soldiers'  and  Airmen's  Home  is  $45,090,000,  a  decrease  of  $276,000  from 
the  fiscal  year  1995  appropriated  level.  After  funding  pay  raises  and  inflation,  this  reduced 
funding  will  result  in  a  reduction  of  4  FTE,  reduced  funding  for  service  contracts,  supplies  and 
equipment.  The  fiscal  year  O&M  for  the  Naval  Home  is  $1 1,979,000.  The  fiscal  year  1996 
Capital  Outlay  request  of  $1,483,000  for  the  Soldiers'  and  Airmen's  Home  and  $568,000  for  the 
Naval  Home  is  required  to  accomplish  renovation  projects  required  to  meet  minimum  standards 
in  support  of  residents. 

The  morale  of  the  residents  contributes  immeasurably  to  their  physical  well-being. 
A  full  schedule  of  activities,  both  recreational  and  informational,  has  been  ongoing  at  both 
Homes.  Also  ongoing  and  growing  is  the  joint  marketing  of  the  Homes,  which  involves  and 
impacts  the  residents.  An  ad  hoc  Communications  and  Marketing  Committee  was  established  by 
the  AFRHB  in  August  of  1994,  chaired  by  the  Master  Chief  Petty  Officer  of  the  Navy.  Its  goal  is 
to  develop  "one  image"  of  both  Homes  for  active  duty  personnel  (while  still  maintaining  service 
identity),  to  develop  continuity  of  internal  communications  to  residents  with  a  common  forum 
for  exchange  of  data,  and  to  design  a  plan  of  marketing  the  homes  to  both  retirees  and  the  general 
public/organizations.  That  ad  hoc  committee  has  now  become  a  standing  one,  with  Service 
videos  featuring  the  Homes  in  the  works,  and  an  ad  campaign  on  the  drawing  board. 
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The  resource  managers  of  both  Homes  are  joining  forces  to  structure  a  more  finely-tuned 
and  integrated  financial  entity.  They  are  resolving  dissimilarities  in  financial  accounts;  and  with 
the  implementation  of  new  computer  programs  at  USSAH  and  duplication  of  the  program  at 
USNH,  will  share  a  common  system  for  management  of  the  now-merging  two  trust  funds.  For 
the  first  time  this  year,  a  joint  budget  was  submitted  for  AFRH.  The  USSAH  is  further 
strengthening  its  financial  management  controls  by  a  new  inventory  management  system  and  an 
interface  with  both  the  accounting  and  procurement  systems.  Agreement  is  being  reached  on 
levels  of  care  definitions,  which  directly  impact  the  resident  fees  which  will  increase  in  1998. 
Congressional  language  now  states  resident  fees  will  be  determined  by  a  percentage  of  "all" 
income  (rather  than  previous  federal  income  only),  therefore  an  aggressive  effort  is  underway  to 
identify  all  income  through  computer  matching  agreements  with  the  Department  of  Defense, 
Department  of  Veterans  Affairs,  Office  of  Personnel  Management  and  the  Social  Security 
Administration.  Both  Homes  are  investigating  computer  hardware  and  software  that  will  promote 
greater  productivity  and  connectivity.  Both  homes  are  now  capable  of  accessing  on-line 
information  on  each  resident  who  maintains  a  Controlled  Account,  and  their  resident  billing  and 
accounts  receivable  accounting  systems  provide  easily  assessable  on-line  information  on  resident 
accounts  as  well  as  greatly  improved  management  reports.  By  a  contractual  agreement  the  Navy 
Audit  Service  has  recently  conducted  audits  at  both  Homes,  and  we  continue  with  Department  of 
Defense  Inspector  General  routine  inspections. 


The  reason  for  the  Homes...  the  residents 

The  community  that  is  the  homes  provides  an  environment  of  safety,  security  and 
camaraderie  for  shared  life  experiences.  The  residents  themselves  constitute  the  heart  of  the 
Homes.  The  average  member  age  for  the  Homes  is  73.9,  but  the  youngest  is  36  (at  USSAH)  and 
oldest  is  100.  With  the  combination  of  the  two  homes  into  one  entity,  transfers  are  becoming 
more  common  between  the  two  sites,  with  around  15  occurring  this  year. 

The  residents  have  and  exercise  a  voice  in  the  operation  of  the  Homes.  Their  Residents 
Councils  meet  regularly,  and  have  a  representative  on  each  local  Board  of  Trustees  and  on  the 
AFRHB.    The  Directors  of  both  Homes  have  frequent  'Town  Hall"  meetings  and  "Director's 
Call"  to  enable  the  residents  to  present  questions  and  issues  of  concern.  A  uniform  resident's 
manual  for  both  Homes  is  being  developed  with  common  avenues  of  voicing  grievances  and 
appeals.  Residents  serve  as  tour  guides  for  visitors  to  the  facilities,  introducing  other  residents 
and  providing  one-to-one  interaction  into  their  daily  lives.  The  residents  themselves  are  the  best 
spokespeople  for  the  Homes  and  have  recendy  been  featured  in  articles  by  service  and  military 
organizational  publications,  in  the  Washington  Post  (feature  on  auxiliary  White  House  Mail 
Room),  and  travel  to  fraternal  and  service  organization  conferences  to  make  presentations.  Both 
Homes  welcome  any  individuals  or  groups  wishing  to  visit  and  gain  more  information. 
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The  stewardship  and  the  future  of  the  AFRH 

The  Boards  of  Trustees  of  the  Homes  meet  four  times  yearly.  They  provide  each  Home 
with  specific  oversight,  and  the  Chairman  of  each  Board  also  participates  as  a  voting  member  on 
the  Armed  Forces  Retirement  Home  Board.  They  are  all  busy  professionals  in  their  regular 
positions,  and  take  on  the  Board  of  Trustees  duties  as  collateral  ones. 

The  Armed  Forces  Retirement  Home  Board  is  a  select  grouping  of  representatives  of  the 
Services  and  Department  of  Defense,  combined  with  civilian  experts  in  gerontology  and  the 
management  of  Continuing  Care  Retirement  Communities.  They  bring  a  vested  interest  and  an 
informed  and  experienced  team  to  develop  policy  and  long  range  strategy  for  the  AFRH.  In  spite 
of  being  fragmented  by  geographical  and  organizational  distances,  they  work  together,  not  only 
at  the  scheduled  meetings,  but  in  the  interim  to  organize,  evaluate,  analyze  and  develop  plans 
for  the  continued  positive  development  of  the  entity  of  the  AFRH.  The  standing  committees  of 
Executive,  Finance,  Strategic  Planning,  Human  Resources  and  Marketing  and  Communications 
are  assisted  from  time  to  time  by  additional  ad  hoc  committees.  They  rely  upon  the  day  to  day 
management  of  the  Homes,  but  serve  as  that  needed  adjunct  to  complete  the  necessary  structural 
element  of  oversight.  The  AFRHB  clearly  recognizes  that  there  is  room  to  improve  and  build  on 
management  practices  and  efficiencies  at  both  Homes.  The  imminent  concern  is  for  relief  to  the 
financing  problem  of  the  AFRH,  but  they  are  also  working  on  a  long-range  strategy.  In 
approaching  the  financing  problems,  their  efforts  are  based  on  the  principles  of  efficient 
operations,  fairness  in  resident  fees,  equity  in  assessments,  and  single  home  access. 

A  number  of  additional  financing  options  have  been  considered  and  analyzed  by  the  Ad 
Hoc  Alternative  Funding  committee.  None  were  recommended,  but  dialogue  is  ongoing  to 
develop  more  options. 

The  previously  mentioned  economic  analysis/feasibility  study  will  provide  data  for  long 
range  planning.  The  AFRHB  is  looking  for  an  objective  analysis  of  potential  future  scenarios 
upon  which  to  further  craft  courses  of  action. 

The  AFRHB  knows  that  status  quo  cannot  continue  at  the  homes.  As  with  any  dynamic 
organization,  constant  improvements  and  efficiencies  must  be  sought  and  achieved.  As  the  two 
previously  separate  organizations  move  to  mirror  each  other  in  all  ways  practicable,  management 
actions  will  be  possible  to  become  more  cost  efficient  and  effective.  The  AFRHB  is  committed 
to  that  end.  The  primary  goals  for  the  foreseeable  future  are  -  to  ensure  a  quality  home  for 
residents,  a  single  entity  serving  all  eligible,  and  to  become  financially  stable,  with  a  balanced 
budget  by  FY  2000  with  increased  funding  and  cost  effectiveness.  The  AFRHB  seeks  the  help 
of  all  -  residents,  management.  Department  of  Defense  and  related  agencies,  and  Congress,  to 
achieve  those  goals,  as  we  all  work  for  a  better  future  for  the  Armed  Forces  Retirement  Home. 


1232 


ARMED  FORCES  RETIREMENT  HOME  BOARD 
29  March,  1995 


Chair/Gerontologist 

Dr.  Dennis  W.  Jahnigen,  Director,  Center  on  Aging,  Health  Sciences  Center,  University 
of  Colorado 

Vice  Chair/Retirement  Home  Expert 

Mr.  Robert  B.  Armstrong,  Pleasant  Hill  Health  Facility,  Fairfield,  MA 

Gerontologist 

Dr.  Terrie  T.  Wetle,  Deputy  Director,  National  Institute  on  Aging 

Retirement  Home  Expert 

Mr.  David  F.  Lacy,  Associate  Director  for  Finance  and  Planning,  Carol  Woods 
Retirement  Center,  Chapel  Hills,  NC 

Deputy  Assistant  Secretary  of  Defense  (Personnel  Support,  Families  &  Education) 

Ms.  Carolyn  H.  Becraft 

Department  of  Defense  Comptroller  Representative 

Mr.  William  C.  Coonce 

Department  of  Defense  Health  Affairs  Representative 

Dr.  Sue  Bailey,  DASD,  Clinical  Services 

Department  of  Defense  General  Counsel  Representative 

Mr.  Forrest  S.  Holmes,  Jr. 

Deputy  Chief  of  Staff,  Personnel,  Department  of  the  Army 

LTG  Theodore  G.  Stroup,  Jr. 

Chief  of  Naval  Personnel 

VADM  Frank  L.  Bowman 

Chief  Master  Sergeant  of  the  Air  Force 

CMSAF  David  J.  Campanale 

Sergeant  Major  of  the  Marine  Corps 

Sergeant  Major  Harold  G.  Overstreet 

Sergeant  Major  of  the  Army 

Sergeant  Major  Richard  A.  Kidd 

Attachment  1 
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Master  Chief  Petty  Officer  of  the  Navy 
MCPON  John  Hagan 

Office  of  Management  and  Budget  Representative 

Ms.  Phebe  Vickers,  Chief,  Operations  and  Support  Branch,  National  Security  Division 

Department  of  Veterans  Affairs  Representative 

Ms.  Marsha  Goodwin-Beck 

Department  of  Health  and  Human  Services  Representative 

Dr.  Peter  E.  M.  Beach 

Service  Retiree  Council  Representative 

SMMC  David  W.  Sommers,  Ret,  Vice  President  for  Public  Relations  and  Marketing, 
Noncommissioned  Officers  Association 

Director,  U.  S.  Soldiers'  and  Airmen's  Home 

MG  Donald  C.  Hilbert,  USA,  Retired 

Chair,  USSAH  Board  of  Trustees 

Lieutenant  General  Billy  J.  Boles,  USAF 

Director,  U.  S.  Naval  Home 

Mr.  F.  Michael  Fox,  Jr. 

Chair,  USNH  Board  of  Trustees 

Master  Chief  Petty  Officer  of  the  Navy,  Retired,  Robert  J.  Walker 

Chair,  Resident  Advisory  Committee,  U.  S.  Soldiers'  and  Airmen's  Home 

Mrs.  Martha  J.  Williams 

Chair,  Resident  Advisory  Committee,  U.  S.  Naval  Home 

Mr.  Thomas  Heaney 


Executive  Assistant  to  the  Chairman: 

Ms.  Betty  N.  McGraw 
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BOARD  OF  TRUSTEES 
United  States  Naval  Home 


Chairman  and  ACRP  Representative 

MCPON  Robert  Walker,  USN  (Ret) 

Service  Chief  Personnel  Representative 

RADM  Larry  R.  Marsh,  USN,  Assistant  Chief  of  Naval  Personnel  (Personnel  Readiness 
and  Community  Support) 

Service  Chief  Personnel  Representative 

Mr.  J.  P.  Rathbun,  Jr.,  (nominated)  Headquarters,  USMC,  MMSR 

Service  Senior  Enlisted  Representative 

MCPON  John  Hagan,  USN,  Bureau  of  Naval  Personnel  (PERS-OOD) 

Retirement  Home  Consultant 

Mr.  Steven  M.  Johnson 

VA  Representative 

Mr.  George  Rodman,  Medical  Center  Director,  VA  Medical  Center,  Biloxi,  MS 

Gerontology  Consultant 

Dr.  Ames  Tryon,  DDS,  Ph.D. 

Hospital  Representative 

Brigadier  General  Pedro  Rivera,  USAF,  Commander,  81st  Medical  Group,  Keesler  AFB 

Financial  Management  Consultant 

Ms.  Ariane  L.  Whittemore,  Director  of  Budget  &  Management  Policy  &  Procedures, 
Office  of  Budget  and  Reports,  Office  of  the  Comptroller  of  the  Navy 

JAG  Representative 

CAPT  Russell  A.  Johnson,  JAG,  Commander  Naval  Reserve  Force 

Home  Director  (non-voting) 
Mr.  F.  Michael  Fox,  Jr. 

Home  Resident  Council  Representative  (non-voting) 

Mr.  Roland  L.  Morin 

Attachment  2 
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BOARD  OF  TRUSTEES 
U.  S.  Soldiers'  and  Airmen's  Home 

Chair/Chief  Personnel  Officer 

Lieutenant  General  Billy  J.  Boles,  USAF,  Deputy  Chief  of  Staff,  Personnel 

Chief  of  Engineers 

Lieutenant  General  Arthur  Williams,  USA,  CE 

Retirement  Home  Expert 

Dr.  Richard  D.  Reichard,  Executive  Director,  National  Lutheran  Home 

Gerontologist 

Dr.  L.  Gregory  Pawlson,  Chairman,  HCS,  George  Washington  University  Medical  Center 

Service  Expert,  Financial  Management 

Major  General  Allen  D.  Bunger,  Deputy  Assistant  Secretary  of  the  Air  Force  (Budget) 

Department  of  Veterans  Affairs 

Mr.  N.  E.  Browne,  Acting  Director,  Washington  VA  Medical  Center 

Resident  Advisory  Council 

Ms.  Martha  J.  Williams,  Home  Resident 

Retiree  Advisory  Council 

SMA  William  A.  Connely,  USA,  Ret 

Senior  Noncommissioned  Officer 

Sergeant  Major  of  the  Army  Richard  A.  Kidd,  USA 

Military  Hospital 

Major  General  Ronald  Blanck,  USA,  Commander,  Walter  Reed  Army  Medical  Center 

Judge  Advocate  General 

Major  General  Nolan  Sklute,  USAF,  The  Judge  Advocate  General 

Director,  USSAH 

Major  General  Donald  C.  Hilbert,  USA,  Ret 

Commander,  U.  S.  Army  Community  and  Family  Support  Center 

Brigadier  General  John  G.  Meyer,  Jr.,  USA 

Senior  Noncommissioned  Officer/Alternate  Service 

Chief  Master  Sergeant  of  the  Air  Force  David  J.  Campanale 
Master  Chief  Petty  Officer  of  the  Navy  John  Hagan 
Sergeant  Major  of  the  Marine  Corps  Harold  G.  Overstreet 
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FINANCIAL  REPORT 
Armed  Forces  Retirement  Home  Trust  Fund 

As  of  December  31 ,  1994 


Trust  Fund  Balance,  October  1 ,  1 994  $161 ,908,470 

Receipts 

Interest  2,427,222 

Fines  and  Forfeitures  6,075,949 

Pay  Deductions  2,082,248 

Residents'  Fees  2,256,431 

Bequests,  Estates,  Misc  107,432 
Total  Receipts                                                                                         $12,949,282 

Disbursements 
U.S.  Naval  Home 

Capital  Outlay  0 

Operations  and  Maintenance  3,067,428 

U.S.  Soldiers'  and  Airmen's  Home 

Capital  Outlay  303,743 

Operations  and  Maintenance  1 1 ,81 4,709 

Total  Disbursements  $15,185,880 

Trust  Fund  Balance,  December  31,  1994  $159,671,872 
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Armed  Forces  Retirement  Home  Trust  Fund 
Balance  as  of  31  December  1994 


Trust  Fund  Balance  30  September  1994 

161,908,470 

Less  Undisbursed  Appropriations 

Capital  Outlay 

19,010,022 

FY  90  O&M 

187,741 

FY  91  O&M 

646,621 

FY  92  O&M 

64,031 

FY  93  O&M 

116,547 

FY  94  O&M 

2,497,662 

Total  Available  Appropriations  30  Sep  1994 

22,522,624 

Unappropriated  Balance  30  Sep  1994 

139,385,846 

Less  Undisbursed  FY  95  Appropriation 

Capital  Outlay 

2,906,000 

O&M 

56,411,000 

Total  Available  Appropriations  1  Oct  1994 

59,317,000 

Unappropriated  Balance  1  October  1994 

80,068,846 

Income  FY  95 

Interest  on  Trust  Fund  (Cash  Received) 

2,427,222 

Pay  Withholding 

2,082  248 

Fines  &  Forfeitures 

6,07f,949 

Resident  Fees 

2,25f,,431 

Estates,  Misc  Receipts 

107,432 

Total  Income  FY  95 

12,949,282 

Total  Unappropriated  Balance  31  December  1994 

93,018,128 

Available  Appropriations  31  December  1994 

Capital  Outlay 

21,612,279 

FY  90  O&M 

187,741 

FY  91  O&M 

646,621 

FY  92  O&M 

64,031 

FY  93  O&M 

115,765 

FY  94  O&M 

494,769 

FY  95  O&M 

43,532,538 

Total  Available  Appropriations 

66,653,744 

Trust  Fund  Balance  31  December  1994 

159,671,872 
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Dennis  W.  Jahnigen,  M.D. 
Chairman  and  Chief  Executive  Officer 
Armed  Forces  Retirement  Home  Board 


Dr.  Jahnigen  is  the  first  Chairman  of  the  Armed  Forces  Retirement  Home  Board  (AFRHB), 
and  acts  as  the  Chief  Executive  Officer  (CEO)  of  the  Armed  Forces  Retirement  Home.  He  was 
selected  as  the  Chairman  at  the  establishment  of  the  AFRHB  from  the  members  appointed  by  the 
Secretary  of  Defense.  The  AFRHB  was  established  by  the  Armed  Forces  Retirement  Home  Act  of 
1991  to  exercise  policy  oversight  over  the  AFRH  and  to  oversee  the  activities  of  local  Boards  of 
Trustees. 

In  addition  to  serving  on  the  AFRHB,  Dr.  Jahnigen's  other  positions  currendy  include: 

-  1993  -  Director,  University  of  Colorado  Center  on  Aging,  University  of 

Colorado  Health  Sciences  Center  (UCHSC) 

-  1994  -  Acting  Head,  Division  of  General  Internal  Medicine,  UCHSC 

-  1993  -  Head,  Division  of  Geriatric  Medicine,  Department  of  Medicine,  UCHSC 
His  current  academic  appointments  include: 

-  Goodstein  Professor  of  Geriatric  Medicine,  University  of  Colorado  School  of  Medicine 

-  Professor  of  Preventive  Medicine,  University  of  Colorado  School  of  Medicine 

-  Associate  Professor  of  Medicine,  Ohio  State  University  School  of  Medicine 

-  Associate  Professor  of  Medicine,  University  of  Colorado  School  of  Medicine 

EDUCATION:  University  of  Cincinnati  1970-72 

B.S.  Biology  Summa  Cum  Laude 

Ohio  State  University 

College  of  Medicine  1 972- 1 975 

M.D. 

POST  GRADUATE 

MEDICAL  EDUCATION:  Internship,  Sacred  Heart  Medical  Center,  Spokane,  WA  1975-1976 
Internal  Medicine  Residency,  University  of  Washington  1977-1979 

LICENSURE:  Colorado  #24 1 34 

Ohio  #54508 
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CERTIFICATION: 

Diplomate,  National  Board  of  Medical  Examiners  1976 

Diplomate,  Internal  Medicine  #72540 
American  Board  of  Internal  Medicine  1979 

Diplomate,  Geriatric  Medicine  #72540 
American  Board  of  Internal  Medicine  1988 

PREVIOUS  PROFESSIONAL  EXPERIENCE: 

1986-1993       Head,  Section  of  Geriatric  Medicine,  The  Cleveland  Clinic  Foundation, 
Cleveland,  OH 

1980-1986       Chief,  Geriatric  Section,  VA  Medical  Center,  Denver,  CO 

1 98 1  - 1986       Director,  Denver  VA  Medical  Center,  Contract  Nursing  Home  Program, 
Denver,  CO 

1983-1986       Clinical  Associate,  Colorado  Center  for  Health  Care  Research, 
Denver,  CO 

1985  Consultant,  American  Medical  Association  Geriatric  Program 

Development 

1984-1986       Director,  Geriatric  Fellowship  Program,  VA  Medical  Center,  Denver,  OH 

1984  Consultant,  Republic  of  China,  Development  of  Geriatric  Health  Care 

Program  for  Veterans 

1980- 1983       Attending  Physician,  Hospice  Unit,  VA  Medical  Center,  Denver,  CO 

1979-1980       Staff  Physician,  VA  Medical  Center,  Denver,  CO 

1 976- 1 977       Locum  Tenens,  Internal  Medicine,  Spokane,  W A 

MILITARY  SERVICE:       U.  S.  Army,  1st  Lieutenant  Field  Artillery  1966-1969 

Dr.  Jahnigen  serves  on  multiple  advisory  boards,  committees,  and  editorial  boards.  He  is  a 
journal  reviewer  for  seven  publications.  He  has  published  over  85  articles,  reviews,  book  chapters 
and  abstracts. 
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PROFESSIONAL  ORGANIZATIONS: 

-  American  Association  of  Medical  Colleges  Council  of  Academic  Societies  1991-1993 

-  Board  of  Directors,  National  Foundation  for  Long  Term  Care  1985-1988 

-  American  Geriatrics  Society  1980- 

-  Board  of  Directors,  Colorado  Gerontological  Society  1982-1984 

-  American  Federation  for  Clinical  Research  1982- 

-  Gerontological  Society  of  America  1982- 

-  Society  for  Research  in  Primary  Care  Medicine  1982- 

-  Board  of  Directors,  Western  Section  of  the  American  Geriatric  Society  1982-1985 


Dr.  Jahnigen  currently  resides  in  Castle  Rock,  CO,  with  his  wife  and  two  daughters. 
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BIOGRAPHY 

MAJOR  GENERAL 

DONALD  C.HILBERT 

U.S.  ARMY,  RETIRED 

Director 

United  States  Soldiers'  and  Airmen's  Home 

Washington,  DC 


Personal  Data:  Born,  31  July  1933,  Brooklyn,  New  York.  Was  married  to  the  late  Marie 
(Chickie)  Peterson  Hilbert.  Five  children:  Suzanne,  Donald  Jr,  Catherine,  Marianne,  and  James. 

Education:  A  1955  graduate  of  the  United  States  Military  Academy,  West  Point,  New  York. 
Masters  Degree  from  College  of  William  and  Mary  -  Political  Science.  Military  schools  include: 
US  Army  Command  and  General  Staff  College,  National  War  College,  and  the  French  Staff 
College,  Ecole  d'Etat-Major. 

Military  Background:  Before  being  appointed  by  President  Bush  on  14  July  1990  to  be  the  25th 
Governor  of  the  Home,  General  Hilbert  was  the  Commander  of  the  US  Army  Military  District  of 
Washington.  (As  a  result  of  implementation  of  Public  Law  101-510,  the  title  of  Governor  was 
changed  to  Director.)  He  ended  his  35-year  career  as  an  Infantry  officer  with  retirement  on 
30  June  1990. 

General  Hilbert  held  a  wide  variety  of  other  important  command  and  staff  positions 
including  Chief  of  Staff,  25th  Infantry  Division,  Hawaii;  Assistant  Vice  Director  for  Estimates 
and  Deputy  Vice  Director  for  Foreign  Intelligence,  Defense  Intelligence  Agency,  Washington; 
and  Defense  and  Army  Attache,  US  Embassy,  Paris,  France.  Other  significant  assignments 
included:  Battle  Staff  Team  on  the  Airborne  Command  Post  (Silk  Purse),  England;  Staff  Officer, 
War  Plans  and  Forces  Division,  Army  Staff;  Commander,  1st  Battalion,  48th  Infantry,  3rd 
Armored  Division,  Germany;  G-3  (Operations),  82d  Airborne  Division;  Deputy  G-3 
(Operations),  XVIII  Airborne  Corps;  and  Commander,  3rd  US  Infantry  (The  Old  Guard),  Fort 
Myer,  Virginia.  He  had  two  tours  in  Vietnam:  Commander,  Company  A,  1st  Battalion,  327th 
Infantry,  101st  Airborne  Division  (1965-66);  and  Commander,  1st  Battalion,  327th  Infantry, 
101st  Airborne  Division  (1970-71).  He  has  served  overseas  tours  in  Korea,  England,  Japan, 
France,  Germany,  Vietnam,  and  Hawaii.  General  Hilbert  has  been  an  instructor  at  the  Infantry 
School  at  Fort  Benning,  Georgia  and  Assistant  Professor  of  Military  Science,  The  Citadel, 
Charleston,  South  Carolina. 


Awards  and  decorations  received  by  General  Hilbert  include  the  Distinguished  Service 
Medal  (with  Oak  Leaf  Cluster),  Defense  Superior  Service  Medal  (with  Oak  Leaf  Cluster), 
Legion  of  Merit,  Bronze  Star  Medal  with  V  Device  (with  Oak  Leaf  Cluster),  Meritorious  Service 
Medal  (with  Oak  Leaf  Cluster),  French  Legion  of  Merit  (Grade  of  Commander),  Air  Medal, 
Joint  Service  Conmendation  Medal,  Army  Commendation  Medal  with  V  Device  (with  two  Oak 
Leaf  Clusters),  Combat  Infantryman  Badge,  and  Master  Parachutist  Badue 
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FREDERICK  MICHAEL  FOX,  JR. 

DIRECTOR 

UNITED  STATES  NAVAL  HOME 


Michael  Fox  was  born  in  Pensacola,  Florida.  As  the  son  of  a  career  Naval  Aviator 
and  WWII  fighter  pilot,  Mr.  Fox  lived  in  many  parts  of  the  country  -  from  Boston  to 
Kwajalein.  He  graduated  from  high  school  in  northern  Viginia  and  received  a  BS 
in  business  administration  from  Frederick  College  in  Portsmouth,  Virginia. 

Mr.  Fox  entered  the  Navy  as  an  aviation  officer  candidate  and  was  commissioned 
in  1969.  After  completing  flight  training,  he  received  his  wings  and  was' initially 
assigned  to  the  USS  INDEPENDENCE  as  a  ships  company  officer.  He  received 
a  warfare  specialty  in  fixed  wing  ANTISUBMARINE  operations,  serving  numerous 
tours  flying  the  S-2  and  S-3A  aircraft  in  support  of  carrier  antisubmarine  opera- 
tions. During  the  Vietnam  conflict,  Mr.  Fox  served  in  Southeast  Asia  in  a  carrier-on- 
board-logistics capacity  and  later  finished  his  flying  career  with  4500  flight  hours 
and  450  carrier  landings. 

Mr.  Fox  ended  his  Naval  Career  with  a  three  year  tour  as  Executive  Officer  of  the 
Naval  Home.  After  retiring  from  the  Navy,  he  continued  to  pursue  his  interest  in  the 
senior  living  industry  in  a  number  of  capacities.  He  was  significantly  involved  in  the 
development  of  a  senior  living  facility,  was  Executive  Director  of  a  large  "up-scale" 
rental  retirement  community,  and,  after  earning  a  Florida  Nursing  Home  Admin- 
istrator's license,  has  most  recently  been  Administrator  of  a  skilled  nursing  facility 
located  in  Florida  ~  a  facility  that  achieved  a  superior  rating  under  his  direction. 


He  is  married  to  the  former  Mary  Frances  Mulcahey  of  Pawtucket,  Rhode  Island. 
They  have  six  children  ranging  in  age  from  five  to  eighteen,  three  boys  and  three 
girls. 
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AFRH  STAFFING 

Mr.  Porter.  Dr.  Jahnigen,  could  you  tell  me  again  how  many 
residents  there  are  at  the  Soldiers'  and  Airmen's  Home? 

Dr.  Jahnigen.  The  aggregate  between  the  two  homes  is  2,205. 
There  are  1,666  at  the  Soldiers'  and  Airmen's  Home,  and  539  at 
the  Naval  Home. 

Mr.  Porter.  Now,  that  means  there  are  about  one  FTE  for  each 
or — yes,  one  FTE  for  each  two  residents? 

Dr.  Jahnigen.  Approximately,  yes,  sir. 

Mr.  Porter.  Can  you  tell  me,  you  are  very  experienced  in  deal- 
ing with  aging  populations,  is  that  the  general  average  that  you 
would  find  in  a  similar  type  of  retirement  home  in  the  private  sec- 
tor? 

Dr.  Jahnigen.  No,  sir.  Actually  it  is  higher  than  one  would  find 
in  a  continuing  care  retirement  community  in  the  private  sector. 
However,  there  are — it  is  very  difficult  to  find  comparable  kinds  of 
institutions.  These  two  entities  operate  under  Federal  require- 
ments for  certain  personnel  to  perform  kinds  of  activities  which  the 
private  CCRCs  do  not. 

Mr.  Porter.  Like  what?  What  would  be  an  example  of  that? 

Dr.  Jahnigen.  Some  of  the  personnel  functions  are  larger  and 
have  to  respond  to  Federal  requirements  that  the  private  sector 
does  not  have  to  respond  to. 

Mr.  Porter.  Like  what? 

Dr.  Jahnigen.  Well,  I  can  defer  to  General  Hilbert,  but  EEO  is 
one  example. 

General  Hilbert.  The  OSHA  requirements  that  we  have  to  be 
under.  We  also  respond  to  the  Department  of  Defense  and  are  re- 
sponsible to  come  under  all  of  the  personnel  requirements  that  they 
have. 

Mr.  Porter.  What  would  an  average  retirement  home  have  in 
terms  of  employees  per  resident?  Or  residents  per  employee,  if  you 
want  to  state  it  that  way? 

Dr.  Jahnigen.  I  don't  have  that  immediately  accessible.  Part  of 
what  the  Coopers  &  Lybrand  study  has  been  asked  to  do  is  to  de- 
termine that  type  of  information.  We  received  phase  one  of  the  four 
part  report  that  will  come  forward.  Part  of  what  they  are  doing  is 
attempting  to  identify  areas  where  their  analysis  shows  opportuni- 
ties for  reduction  in  manpower  at  both  of  these  facilities.  They  are 
beginning  this  by  examining  community  standards  for  staffing. 
There  just  aren't  that  many  facilities  our  size.  There  are  a  few.  But 
most  CCRCs  are  quite  a  bit  smaller. 

In  any  case,  we  have  asked  them  to  identify  areas  where  we 
might  streamline,  consolidate  functions,  reduce  FTEs  by  changing 
the  way  we  have  done  business  in  the  past. 

Mr.  Porter.  Would  you  provide  for  the  record  for  the  last  10 
years  the  number  of  residents  at  each  of  the  homes,  the  number 
of  FTEs  for  each  of  the  homes,  and  then  comparable  data  for  pri- 
vate sector  facilities  that  are  as  nearly  comparable  to  these  types 
of  facilities  as  you  can  find?  We  then  can  have  some  basis  of  com- 
parison. 

[The  information  follows:] 
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Dr.  JAHNIGEN.  I  can  provide  the  information  you  request  for  the  U.  S.  Soldiers'  and 
Airmen's  Home  (USSAH)  for  the  past  ten  years.  However,  prior  to  the  passage  of  Public  Law 
101-510,  the  U.  S.  Naval  Home  (USNH)  was  a  Department  of  the  Navy  shore  command.  As 
such,  many  functions  of  that  facility  were  provided  by  other  activities.  The  medical  component 
was  under  the  command  of  the  Naval  Aerospace  Medical  Center,  Pensacola,  FL,  and  contracting 
and  personnel  services  were  provided  off  site.  Therefore,  a  comparison  of  FTEs  and  resident 
population  is  not  possible  at  USNH  prior  to  FY  93. 

Comparable  data  for  the  private  sector  Continuing  Care  Retirement  Community  (CCRC) 
is  not  routinely  published  or  available.  A  survey  conducted  by  the  American  Association  of 
Homes  and  Services  for  the  Aging  (AAHSA)  and  Ernst  &  Young,  in  1991,  provides  some 
average  data.  The  data  is  based  on  1990  input  provided  by  responses  from  over  400 
communities.  These  communities  include  entry  fee  CCRCs  only.  The  next  survey  conducted  is 
expected  to  include  rental  CCRCs  also  which  more  closely  compare  to  the  AFRH. 


U.S. 

Soldiers'  and  Airmen's  Home 

U.  S.  Naval  Home 

National  Data 

FY 

1985 
1986 
1987 
1988 
1989 

Residents 

2062 
2069 
2048 
2022 
1918 

FTEs 

1015 
1015 
1015 
1015 
994 

Ratio 

2.0 
2.0 
2.0 
2.0 
1.9 

Residents      FTEs 

Ratio 

Ratio 

1990 

1923 

971 

2.0 

1991 

1929 

917 

2.1 

1992 

1872 

882 

2.1 

1993 

1766 

865 

2.0 

403             183 

2.2 

1994 

1721 

853 

2.0 

525             178 

2.9 

2.5 

The  primary  causes  of  the  higher  staffing  levels  between  the  AFRH  and  the  private  sector 


arc: 


1 .  The  AFRH  is  charged  with  providing  primary  health  care  as  well  as  continuing  care 
for  its  residents.  Examples  include  full  time  physicians,  dentists,  physical  therapy  and  other 
rehabilitation  specialists  which  are  not  provided  by  CCRCs  as  a  basic  service.  This  mission 
generates  specific  medical  staff  FTE  requirements  at  the  Homes.  The  residents  of  the  private 
sector  facilities  rely  on  Medicare,  Medicaid  and  third  party  providers. 

2.  The  AFRH  provides  three  meals  a  day,  plus  medically  prescribed  nourishments,  to  its 
independent  living  residents.  The  private  sector  facilities  typically  provide  one  meal  per  day. 
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3.  The  AFRH  maintains  buildings  and  infrastructures  which  are  aging.  At  USSAH, 
many  are  in  excess  of  50  years  of  age.  At  USNH  the  structure  is  over  1 8  years  old  and  in  need  of 
equipment  and  mechanical  update.  The  absence  of  modernization  and  renovation  dramatically 
decreases  mean  time  between  failures  and  produces  a  resulting  FTE  workload  not  experienced  by 
the  private  sector  facilities. 

4.  As  an  entity  of  the  Federal  Government,  regulatory  requirements  generate  workload 
that  mandates  the  addition  of  FTEs  not  applicable  to  the  private  sector  facilities.  Examples  are: 

-  Records  management.  Regulations  prescribe  cataloging,  retention,  disposition 
and  release  procedures  in  compliance  with  the  Archivist  of  the  United  States,  the  Freedom  of 
Information  Act  and  the  Privacy  Act. 

-  Equal  Employment  Opportunity.  Federal  regulation  requires  agencies  to  provide 
staff  to  investigate  and  respond  to  complaints  of  discrimination.  Recourse  for  private  sector 
employees  is  to  an  office  of  the  EEOC. 

-  Agency  Ethics  Official.  Public  Law  mandates  the  establishment  of  an  ethics 
program,  the  designation  of  an  official  and  the  execution  of  reporting  requirements  not 
applicable  to  the  private  sector. 

-  Safeguarding  and  disposing  of  estates  and  effects.  Responsibility  for 
safeguarding  effects  and  court  filing  on  behalf  of  deceased  residents  is  assigned  by  24  U.S.C. 
420.  In  the  private  sector  facilities  the  resident's  executor,  next  of  kin,  conservator  or  attorney  is 
responsible. 

-  Contracting/Purchasing  activity.  Compliance  with  the  Federal  Acquisition 
Regulation  generates  added  FTE  requirements  within  multiple  functional  areas  and  causes  the 
establishment  of  a  procurement  staff  beyond  that  of  the  private  sector  facility. 

-  Finance  and  accounting  practices.  The  stewardship  of  public  funds  requires  a 
higher  level  of  accountability,  reporting  and  disclosure  than  that  provided  by  the  private  sector 
facilities.  The  processes  leading  to  the  conveyance  of  an  appropriation  and  subsequent 
accounting  and  reporting  generates  FTEs  not  required  in  the  private  sector. 

-  Supplies,  material  and  equipment.  Procedures  within  the  government  sector 
encompassing  utilization  of  mandatory  sources,  screening  for  other  agency  excess,  reporting  of 
shortages  and  damage,  life  cycle  accountability,  and  disposal  through  government  marketing/ 
reutilization,  add  FTE  requirements  not  found  in  the  private  sector. 

-  Personnel  management.  Federal  regulations  governing  the  administration  of 
employees,  from  initial  recruitment  through  downsizing  (Reduction  in  Force/RIF),  termination 
due  to  unsatisfactory  performance  or  conduct  are  manpower  intensive  and  generate  FTE 
requirements  not  found  in  the  private  sector. 
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CAPITAL  OUTLAY 


Mr.  Porter.  I  thought  you  had  said  in  your  oral  testimony  that 
you  weren't  going  to  be  putting  any  money  into  capital  projects.  Is 
that  correct?  Or  is  there  $2  million  in  capital  projects  that  is  going 
to  be  spent  currently? 

Dr.  Jahnigen.  The  capital  budget  content  is  minimum  mainte- 
nance of  operations.  What  I  meant  in  the  testimony  is  there  are  no 
major  new  initiatives.  We  are  in  significant  need  of  major  renova- 
tion. But  we  placed  on  hold  any  major  capital  projects,  other  than 
those  that  were  necessary  to  maintain  safety. 

Mr.  Porter.  In  this  fiscal  year,  you  had  $2.9  million,  basically 
about  a  million  dollars  more.  What  was  the  extra  million  then 
spent  for? 

Dr.  Jahnigen.  I  will  let  each  Director  explain. 

General  HiLBERT.  The  funds  required  for  the  Soldiers'  and  Air- 
men's Home  are  to  provide  the  residents  quality  of  life  and  to  pre- 
vent deterioration  of  buildings.  We  have  $500,000  for  retrofit  me- 
chanical systems,  i.e.  repair  elevator  and  air-conditioning  systems 
for  all  of  the  dormitories.  The  other  one  is  $983,000  for  roof  re- 
placements that  have  been  declared  unsafe  at  this  time. 

Mr.  Porter.  Mr.  Fox. 

Mr.  Fox.  Yes,  sir.  In  the  1996  budget,  we  have  $568,000  in  cap- 
ital repairs.  That  is  a  single  repair  or  replacement  of  the  chillers 
in  the  building,  which  are  18  years  old.  They  are  stretched  to  their 
outer  limit  at  this  time. 

The  biggest  project  that  we  did  in  1995  was  design  of  the  project 
to  replace  the  chillers.  So  it  is  a  capital  repair  project. 

Mr.  Porter.  Does  the  Coopers  &  Lybrand  study  address  the 
need  for  renovations  and  modernization — will  that  be  part  of  the 
study? 

Dr.  Jahnigen.  Yes,  sir.  Congress'  mandated  study  specifically  re- 
quested alternatives  to  modernization.  The  AFRHB  expanded  the 
study  to  provide  the  basis  for  strategic  planning  for  the  next  5  to 
10  years,  as  to  whether  we  ought  to  change  the  size  or  configura- 
tion. We  have  given  them  a  number  of  scenarios,  some  20  sce- 
narios, that  they  are  actually  examining,  including  combinations  of 
new  construction,  downsizing,  and  relocation.  So  we,  up  to  date, 
have  not  had  a  thorough  analysis  of  the  financial  implications  of 
any  of  those  scenarios.  We  expect  to  have  that  late  this  fall.  The 
basis  of  that  will  be  then  used  by  the  board  to  make  some  rec- 
ommendations on  what  we  need  do  in  the  future. 

Mr.  Porter.  Can  you  share  a  copy  of  that  study  with  us  when 
you  receive  it? 

Dr.  Jahnigen.  Yes,  sir,  be  happy  to. 

[The  information  follows:] 
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INTERIM  REPORT 

TO 

CONGRESS 

ON 

ARMED  FORCES  RETIREMENT  HOME 

STUDY 


Section  371,  National  Defense  Authorization  Act  for  Fiscal  Year  1995,  P.L.  103-337, 
directs  that  the  Chairman  of  the  Armed  Forces  Retirement  Home  Board  shall  "carry  out  a  study 
to  identify  and  evaluate  alternatives  for  modernization  of  the  facilities  at  the  United  States 
Soldiers'  and  Airmen's  Home."  It  directs  an  interim  report  submission  not  later  than  April  1, 
1995,  and  a  final  report  not  later  than  December  31,  1995. 

The  Armed  Forces  Retirement  Home  Board  (AFRHB)  chose  to  expand  the  study  to 
examine  alternatives  regarding  size  and  location(s)  of  the  Armed  Forces  Retirement  Home 
(AFRH)  facilities.    The  objectives  of  the  study  were  summarized  in  the  Scope  of  Work  which 
was  published  under  Request  for  Proposal  number  843100-94-R-7000  on  September  23,  1994. 

There  were  three  study  objectives  with  multiple  alternatives  to  be  analyzed  and  presented. 
The  first  was  to  provide  estimates  of  optimal  size  expressed  as  the  number  of  independent  living 
beds,  assisted  living  beds,  and  long  term  nursing  care  beds  at  each  operating  location  of  the 
AFRH.  The  second  was  to  identify  the  most  cost  effective  location  (or  combination  of  locations) 
in  terms  of  economic  performance  for  AFRH  facilities.  The  third  was  to  identify  the  most  cost 
effective  use  of  both  U.  S.  Soldiers'  and  Airmen's  Home  (USSAH)  and  U.  S.  Naval  Home 
(USNH)  facilities  including  renovation,  new  facilities  construction,  or  partial  or  complete 
closure. 

Within  category  one  (population  alternatives)  three  alternatives  were  directed  to  be 
considered.  The  first  was  operation  of  facilities  to  support  a  total  resident  population  of  2300 
(the  status  quo  condition  consistent  with  the  AFRH  FY  1996  appropriation  request).  The  second 
was  operation  of  facilities  to  support  a  resident  population  sized  to  estimated  annual  trust  fund 
income  (including  a  10%  set-aside  for  building  of  reserves)  during  fiscal  years  1998-2003.  The 
third  alternative  was  to  support  a  total  resident  population  sized  to  the  most  cost  favorable 
utilization  of  existing  AFRH  real  property. 

Category  two  (location  alternatives)  directed  consideration  of  multiple  scenarios  of  sites, 
involving  consolidation  at  one  site,  status  quo  operation  of  two  sites,  a  new  single  site,  or 
combination  of  any  of  these.  As  a  part  of  this  analyses,  the  Scope  of  Work  called  for 
identification  of  statutory  and  regulatory  criteria  which  must  be  satisfied  prior  to  execution  of  a 
decision  to  relocate  from  existing  AFRH  facilities;  definition  of  process  and  procedures  required 
for  the  sale  of  existing  AFRH  real  property;  estimation  of  the  dollar  value  of  proceeds  to  accrue 
to  the  AFRH  trust  fund  on  the  sale  of  existing  real  property;  and  definition  of  relocation  costs 
from  USSAH  and  USNH  to  the  alternate  cost  effective  location  or  locations. 
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As  a  minimum,  the  following  construction  alternatives  were  to  be  considered  in  category 
3: 

a.  Modernization  by  renovation  and/or  new  facilities  construction  at  USSAH  to  satisfy 
population  (size)  alternatives; 

b.  Modernization  by  renovation  and/or  new  facilities  construction  at  USNH  to  satisfy 
population  (size)  alternatives; 

c.  Construction  of  dormitory  and  health  care  facilities  to  satisfy  population  alternatives  at 
a  "Sun  Belt"  metropolitan  area  (with  San  Antonio,  TX  as  an  example); 

d.  Renovation  and/or  construction  at  Mobile,  AL,  (the  site  of  a  vacated  Navy 
"Homeport"  as  a  result  of  BRAC)  to  satisfy  population  (size)  alternatives;  and 

e.  Modernization  and  sizing  by  any  combination  of  new  facility  construction  and 
renovation. 

In  response  to  the  Request  for  Proposals,  fifteen  firms  were  represented  at  a  preproposal 
conference  held  on  October  5,  1994,  at  the  USSAH.  The  Contract  Review  Committee  of  the 
AFRHB  and  contracting  officials  responded  to  questions,  and  a  deadline  of  October  25  was  set 
for  receipt  of  proposals.  This  was  later  extended  November  16,  1994,  to  allow  for  response  to 
questions  and  data. 

Five  proposals  were  received  for  review  by  the  Contract  Review  Committee.  The 
Committee,  assisted  by  appropriate  officials  from  each  Home,  eliminated  three  as  not  adequately 
addressing  the  Scope  of  Work  and  capturing  the  intent  of  the  study.  After  negotiations  with  the 
remaining  two,  the  contract  was  awarded  to  Coopers  &  Lybrand,  L.L.P,  and  project  kick-off 
meeting  was  held  on  January  6,  1995. 

Coopers  &  Lybrand  have  involved  associate  firms  of  Smith,  Hinchman  &  Grylls 
Associates,  Inc.,  (Architects  Engineers  Planners)  and  Verner,  Lupfert,  Bernhard,  McPherson  and 
Hand,  in  the  study  thus  far.  Site  visits  and  data  gathering  transpired  during  January  1995.  An 
Approach  and  Work  Plan  for  Contract  No.  843 100-95-C -0961  was  received  in  final  form  on 
February  9,  1995,  along  with  their  Financial  Analysis  and  Assumptions.  A  copy  of  that 
Approach  and  Work  Plan  is  provided  as  attachment  one. 

Volume  I  of  the  deliverables  from  Coopers  &  Lybrand  will  contain  the  project  goals  and 
objectives,  agreed  upon  assumptions  and  constraints  on  which  the  basic  economic  model  will  be 
developed.  This  model  will  be  used  to  analyze  alternate  conditions.  Draft  Volume  I  was 
received  on  February  22,  1995,  with  the  final  due  on  April  7,  1995. 
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The  draft  Evaluation  of  Excess  Real  Property  was  completed  by  Verner,  Liipfert, 
Bemhard,  McPherson  and  Hand,  and  delivered  on  March  9,  1995.  This  has  been  reviewed  and 
minor  changes  are  being  made.  This  legal  memorandum  concludes  that  Congressional  authority 
is  required  to  dispose  of  any  excess  or  surplus  property  held  by  the  AFRH  -  preferably  through 
broad  authorizing  language  that  would  exempt  any  potential  sale  from  other  applicable  law  (e.g., 
the  Steward  B.  McKinney  Act).    The  memorandum  1)  considers  whether  the  Home  is 
empowered  to  dispose  of  its  real  property,  2)  provides  an  overview  of  the  legislative  process  by 
which  special  legislation  could  be  pursued;  and  3)  provides  an  analysis  of  the  federal  law  and 
regulations  governing  the  disposal  of  federal  property,  including  the  rank  order  of  such 
dispositions.  An  estimate  of  the  value  of  AFRH  real  property  is  expected  within  the  first  week  of 
April,  and  this  value  will  become  an  important  feature  of  the  economic  model  considerations. 

Monthly  meetings  are  continuing  with  representatives  of  Coopers  &  Lybrand  and  the 
Contract  Review  Committee.  A  critical  juncture  will  occur  at  a  Workshop  to  be  held  on  May  31, 
1995.  This  Workshop  will  entail  an  in-depth  review  of  the  costs  and  benefits  of  the  alternative 
scenarios.  Since  most  of  the  pieces  of  the  puzzle  will  be  in  place  at  this  meeting,  it  will 
essentially  form  the  strategy  for  the  balance  of  the  project.  As  each  draft  deliverable  is  received 
by  the  Contract  Review  Committee,  general  agreement  is  reached  that  it  satisfies  the 
requirements  of  the  contract,  prior  to  acceptance  of  the  final  product.  The  following  schedule 
indicates  stages  and  deliverables  in  the  contract  (these  are  subject  to  change): 

a.  Volume  II  -  Benefit  and  Costs  of  Each  Alternative  -  draft  on  May  15,  final  on  July  10 

b.  Volume  III  -  Analysis  of  Benefits  and  Costs  -  draft  on  July  10,  final  on  August  9 

c.  Volume  IV  -  Executive  Summary  for  Primary  Tasks  -  draft  on  August  9,  final  on 
September  11,  1995. 

After  the  study  is  complete,  there  is  a  potential  for  certain  Secondary  Tasks.  These 
involve  documentation  and  review  required  for  relocation  of  operations  and  analysis  of 
transaction  costs. 

The  final  results  of  this  study  will  form  the  basis  for  strategic  planning  efforts  for  the 
AFRH.  Decisions  based  on  the  results  will  involve  Congress,  the  Department  of  Defense  and  the 
Armed  Forces  Retirement  Home  and  will  impact  both  current  and  future  residents.  We  are 
making  every  effort  to  ensure  an  objective,  accurate  and  productive  strategic  study/economic 
analysis  is  conducted. 
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Approach  &  Work  Plan 


Introduction 

The  approach  and  work  plan  (the  "Plan")  presented  herein  are  designed  to  ensure  that  the 
Project  Team  obtains  a  clear  understanding  of  AFRH  goals,  objectives,  time  tables,  critical 
milestones,  roles  and  responsibilities  and  work  product  at  the  inception  of  the  project  The  Plan  is 
a  flexible  framework  by  which  the  Project  Team  will: 

♦  Efficiently  utilize  the  available  information,  as  well  as  the  expertise  of  individual 
Project  Team  members; 

♦  Promote  frequent  interaction  with  AFRH  at  critical  junctures; 

♦  Obtain   an    objective   assessment    of  the   strengths    and   weaknesses   of  each 
alternative,  based  on  measurable  data  and  clearly  defined  criteria; 

♦  Present  findings  and  conclusions,  at  the  end  of  each  major  phase  of  work,  as  well 
as  at  the  completion  of  the  project;  and, 

♦  Prepare  a  presentation  of  results  in  time  to  include  any  necessary  Congressional 
requests  in  Fiscal  Year  '96  budget 

As  a  result  of  initial  meetings  with  AFRH,  the  Plan  presents  the  understanding  of  the 
AFRH  and  the  Project  Team  of  the  steps  in  the  process,  methods  of  management  including  final 
work  products  and  critical  timing  issues  relating  to  information  requests,  scheduled  meeting  dates 
and  site  visits,  report  preparation  and  final  work  product  delivery.  Areas  of  concern  are  clearly 
identified,  all  aspects  of  the  Project  are  addressed  from  initiation  through  final  presentation,  and 
appropriate  channels  of  communication  are  established  between  AFRH  and  the  Project  Team. 

The  following  sections  provide  a  concise  overview  of  the  primary  tasks  of  the  Project, 
additional  detail  relating  to  the  steps  in  the  process,  a  timeline  which  visually  represents  critical 
juncture  dates  in  the  process,  and  a  summary  of  Project  milestones  and  due  dates 
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Approach  &  Work  Plan 


Primary  Tasks 


Toskl:  AFRHMeetine 

♦  Meet  with  the  AFRH  within  two  weeks  of  contract  award. 

♦  Reach  consensus  regarding: 

J  Project  components  and  timing; 

J  Scope  of  services  and  alternative  conditions  to  be  evaluated, 

J  Work  steps  and  analyses  to  be  undertaken,  and, 

J  Work  product  content  and  format 

♦  Define  appropriate  channels  of  communication  between  AFRH  and  the  Project 
Team,  identify  AFRH  personnel  time  required;  confirm  briefing  schedule. 

♦  Schedule  site  visits  and  outline  information  to  be  obtained. 
Task  2:  Finalize  Work  Plan 

♦  Based  on  discussions  in  Task  1,  present  the  scope  of  work  and  management  plan. 
Areas  of  particular  focus  will  include: 


Conditions  to  be  analyzed  (a  maximum  of  23  were  agreed  upon) , 

Analytical  methods  to  be  employed; 

Data  to  be  used; 

Timing  of  critical  milestones; 

Project  staff  and  management;  and, 

Roles  of  AFRH  personnel,  as  necessary. 

Submit  revised  detailed  work  plan  to  the  AFRH  for  review  within  21  days  of 
contract  award. 


Obtain  AFRH  feedback  within  28  days. 

Discuss  recommended  changes  and  achieve  consensus  regarding  any  outstanding 
issues 

Produce  a  final  work  plan  and  detailed  schedule,  and  submit  to  AFRH. 


Armed  FQrces  Retirement  Home 
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Task  1:  Define  Objectives 

Based  on  discussions  during  the  kick  off  meeting,  summarize  project  goals  and 
objectives,  which  may  include  the  following: 

♦  Determine  the  optimal  facility  size  and  cost  effective  use  of  each  AFRH  operating 
location. 

♦  Identify  the  most  cost  effective  location  or  combination  of  locations  for  AFRH 
facilities,  at  existing  locations  and  the  two  proposed  locations. 

♦  Maximize  the  population  which  can  efficiently  be  served  by  the  AFRH. 

♦  Identify  potential  disposition  processes  for  excess  property. 

♦  Ascertain  the  likelihood  that  any  disposition  proceeds  would  accrue  to  the  AFRH 
Trust  Fund. 

Task  2:  Develop  Economic  Models 

♦  Develop  a  basic  economic  model  which  can  be  modified  for  each  condition 
analyzed.  Components  of  the  model  will  include: 

J  Size  and  composition  of  population  served; 

•  Facility  program  descriptions; 

J  Cost  of  new  construction  per  square  foot  and  in  total; 

•J  Cost  of  existing  facility  renovation  per  square  foot  and  in  total; 

J  Operating  Costs  to  include:     employees,  salaries,  provision  of  services, 

amenity  costs,  utilities,  facility  management; 

</  Life  cycle  costs;  and, 

</  Value  of  surplus  properties. 

♦  List  inputs  necessary  to  model  each  condition,  including  the  ideal  form  of  the  data, 
time  frame  which  data  covers,  and  other  considerations. 

Task  3:  Collect  A  Assess  Data 

♦  Obtain  available  data  from  AFRH  central  offices 
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Volume  I:  Project  Objectives  Assumptions  &  Constraints  (Continued) 

♦  Conduct  visits  to  each  site:    the  USSAH  in  Washington,  DC;  the  USNH  in 

Gulfport,  Mississippi;  and  the  Homeport  in  Mobile,  Alabama. 

Data  to  be  collected  at  each  site  will  include: 

Physical  Data: 

*/  Plans  of  general  building  configurations,  including  floorplans,  elevations, 

and  sections; 

7  Plans    indicating     major    engineering     systems,     including    structural, 

mechanical  and  electrical;  and, 

7  Site  plans  including  property  size,  topography,  vegetation,  water  features, 

floodplain,  environmentally  sensitive  areas,  locations  of  buildings,  roads, 
parking  areas  and  underground  and/or  overhead  utilities  and  vicinity 
plans/aerial  photographs  indicating  the  site  in  relation  to  surrounding 
development  and  major  road  networks. 

Operating  Data: 

J  Historical  operating  costs  for  previous  36  months; 

<J  Sources  of  revenue  and  basis  thereof, 

7  Statistical  operating  data,  including  employment,  employees  per  bed  and 

department,  salary  per  patient  per  day; 

y  Description  of  ancillary  services  for  the  Nursing  Homes; 

/  Descriptions  of  services  and  amenities  for  levels  of  care; 

•J  Payor  mix  for  nursing  homes  and  assisted  living, 

7  Insurance  and  liability  coverage  policies; 

V  Waiting  lists  for  each  facility  by  level  of  care; 

J  Average  annual  resident  turnover  by  facility  by  level  of  care; 

y  Chart  of  accounts  and  description  of  accounts;  and, 

J  Historical  occupancy  by  facility  by  level  of  care  for  the  prior  36  months. 


7  Operating  and  cost  data  for  similar  facilities  in  the  market;  and, 

y  Real  estate  market  data,  including  recent  property  sales  and  comparable 

property  values. 
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Volume  I:  Project  Objectives  Assumptions  &  Constraints  (Continued) 
Task  4:  Define  Assumptions  &  Constraints 

♦  Assess  data  collected  from  AFRH  and  each  site  for  completeness  and  consistency 
with  economic  models  developed  in  Task  2. 

♦  Identify  data  needed  for  models  but  not  found  at  AFRH  sites. 

♦  Specify  assumptions  which  can  be  made  to  compensate  for  any  lack  of  data, 
identify  constraints  to  analyses  based  on  lack  of  data  or  assumptions  employed 

♦  Confirm  alternative  conditions  to  be  analyzed,  eliminating  those,  if  any,  which  are 
not  feasible  given  preliminary  data  collection. 

Task  5:  Evaluate  Excess  Property  Opportunities 

♦  Conduct  comprehensive  legal  analysis  of  laws,  regulations  and  other  documents 
governing  all  aspects  of  the  disposition  of  federal  property  and  the  disbursement  of 
receipts  generated  from  such  transfers    Materials  to  be  reviewed  will  include: 

7  Armed  Forces  Retirement  Home  Act  of  1 99 1 , 

y  Federal  Property  and  Administrative  Services  Act  of  1949; 

7  All  Executive  Orders  addressing  utilization  and  disposition  of  excess  and 

surplus  real  estate, 
J  Any  prior  agreement  or  other  covenants  that  limit  rights  to  dispose  of 

property; 
7  Surplus  Property  Act  of  1 944, 

•  Stewart  B .  McKinney  Homeless  Assistance  Act  of  1 992; 

v*  Other  applicable  federal  laws;  and, 

7  Code  of  Federal  Regulations  Section  101-47. 

♦  Prepare  a  legal  memorandum  and  written  analysis  and  evaluation  addressing  likely 
disposition  approaches  for  AFRH  real  property,  and  the  implications  for  the 
alternative  conditions 

♦  Submit  a  memorandum  to  AFRH  for  review  within  60  days  of  contract  award 

♦  Revise  the  memorandum  as  appropriate,  incorporating  AFRH  comments. 

♦  Incorporate  into  Volume  I  report,  specifically  addressing  any  assumptions  and/or 
constraints  to  the  economic  analyses  resulting  from  legal  perspective  (as  discussed 
in  Task  6:  Report  Preparation  and  Presentation) 
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Volume  I:  Project  Objectives  Assumptions  &  Constraints  (Continued) 
Task  6:  Document  and  Present  Findings 

♦  Upon  completion  of  Task  4:     Define  Assumptions  and  Constraints    prepare 
Volume  I,  summarizing  findings  in  each  of  the  following  areas: 

</  Project  Goals  and  Objectives; 

J  Alternative  Conditions  to  be  Assessed, 

y  Data  to  be  Utilized, 

J  Assumptions  to  be  Employed  in  the  Analyses,  and, 

</  Constraints  to  the  Analyses  and  their  Implications 

♦  Submit  a  draft  of  Volume  I  to  AFRH  for  review  within  45  days  of  contract  award 

♦  Meet  with  AFRH  to  discuss  Volume  I  draft  and  identify  outstanding  issues 

♦  Revise  Volume  I  draft  to  incorporate  both  AFRH  comments  as  appropriate  and  the 
Excess  Real  Property  Analysis. 

♦  Finalize  Volume  I  and  submit  to  AFRH  within  90  days  of  contract  award. 
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Task  1:  Estimate  Costs 

♦  Calculate  the  costs  to  renovate  facilities  in  Washington,  DC.  and  Gulfport, 
Mississippi  on  a  per  square  foot  basis  and  in  total  based  on  the  specified 
alternatives. 

♦  Calculate  costs  of  new  construction  at  each  of  the  sites  on  a  square  foot  basis,  per 
the  alternative  programs. 

♦  Identify  costs  of  acquiring  property  in  San  Antonio. 

♦  Identify  costs  of  leasing  and/or  buying  property  at  Mobile. 

♦  Estimate  the  value  of  properties  to  be  disposed,  incorporating  findings  of  the 
Excess  Real  Property  Analysis. 

♦  Analyze  annual  operating  costs  for  each  alternative,  based  on  analyses  of:  existing 
operations;  local,  regional  and/or  national  comparable  data;  and,  financial  data  for 
the  preceding  36  months  as  well  as  for  the  period  from  fiscal  year  1996  through 
the  year  2000. 

♦  Calculate  the  present  value  of  life  cycle  costs  and  incorporate  into  the  stabilized 
year  (the  year  2000)  of  the  models 

Task  2:  Identify  Benefits 

♦  Specify  populations  served  under  each  alternative  condition. 

♦  Specify  levels  of  care  and  mix  for  each  site. 

♦  Identify  management  and  cost  efficiencies  to  be  achieved  for  each  scenario. 

♦  Minimize  capital  expenditures. 

♦  Maximize  use  of  facilities  by  potential  residents. 

♦  Quantify  all  identified  benefits,  to  the  extent  possible. 
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Volume  H:  Benefits  &  Costs  of  Each  Alternative  (Continued) 
Task  3:  Document  and  Present  Findines 

♦  Present,  in  matrix  form,  a  summary  of  benefits  and  costs  of  each  alternative  as 
determined  in  Tasks  1  and  2. 

♦  Upon  completion  of  Task  2:  Identify  Benefits,  prepare  the  first  draft  of  Volume  II 
incorporating  the  benefits  and  cost  matrix. 

♦  Submit  draft  of  Volume  II  within  120  days  of  contract  award. 

♦  Conduct  workshop: 

J  Discuss  quantifiable  costs  and  benefits, 

J  Identify  analyses  which  need  to  be  expanded  and/or  revised; 

J  Identify  qualitative  costs  and  benefits;  and, 

J  Determine  if  any  analyses  need  to  be  expanded  and/or  revised. 

♦  Finalize  Volume  II  and  submit  to  the  AFRH  within  180  days 
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Task  1:  Identify  Criteria  and  Rank  Alternatives 

•  Based  on  discussions  with  AFRH,  the  project  goals  and  objectives,  and  the 

analyses  to  date,  prepare  a  list  of  potential  criteria  for  ranking  alternative 
conditions.  Criteria  to  be  considered  will  likely  include,  but  not  be  limited  to: 


Populations  Served; 
Construction/Renovation  Costs; 
Annual  Operating  and  Life  Cycle  Costs; 
Efficient  Use  of  Existing  Facilities; 
Number  of  Facilities  to  be  Managed,  and, 
Timing  and  Ease  of  Implementation. 


♦  Conduct  a  workshop  with  AFRH  to: 

>l  Discuss  rationale  for  criteria  selection  and  rankings; 

J  Fine  tune  criteria; 

J  Identify  additional  criteria,  if  appropriate; 

V  Clarify  measurements  as  necessary,  to  ensure  consistent  weightings;  and, 

7  Assign  weights  to  criteria,  based  on  its  importance  in  the  decision  making 

process 

♦  Summarize  the  results  of  the  workshop  in  written  form  and  distribute  for  review  to 
AFRH  and  the  Project  Team,  revise  as  necessary 

♦  Apply  criteria  established  to  each  of  the  alternative  conditions,  generate  numerical 
values  for  each  criteria  and  each  condition.  Summarize  values  for  each  alternative 
condition;  rank  alternatives  based  on  summary  performance. 

Task  2:  Analyze  Benefit/Cost  Relationships 

♦  Analyze  alternatives  separately  and  then  in  comparison  to  one  another,  considering 
factors  such  as: 

V  Critical  components  of  alternative  conditions; 
J  Specific  strengths  of  the  alternative; 

•1  Potential  weaknesses  of  the  alternative; 

J  Degree  of  uncertainty  associated  with  estimates; 
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Volume  ID:  Analysis  of  Benefits  &  Costs  (Continued) 

J  Timing  of  cash  flows; 

J  Regulatory  issues; 

V  Complexity  of  the  transition; 

J  Consistency  with  stated  goals  and  objectives,  and, 

V  Trade-offs  between  the  alternatives  and  criteria. 

♦  Expand  the  previously  generated  benefit/cost  matrix,  to  incorporate  trade-offs. 
Task  3:  Document  and  Present  Findings 

♦  Update  the  benefits/costs  matrix  developed  for  Volume  II  to  reflect  ranking  of 
alternatives 

♦  Prepare  draft  of  Volume  III  report  and  submit  to  the  AFRH  within  1 80  days  of 
contract  award 

♦  Discuss  Volume  III   draft  with  AFRH  and  make  revisions  as  necessary  to 
incorporate  AFRlfs  comments 

♦  Submit  a  final  draft  of  Volume  III  within  210  days  of  contract  award. 
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Volume  IV -Executive  Summary  For  Primary  Tasks 


Prepare  an  outline  of  the  Executive  Summary  based  on  findings  in  Volumes  I,  II 
and  m 

Submit  the  outline  to  AFRH  for  review. 

Revise  the  outline  based  on  input  from  AFRH. 

Submit  a  draft  of  Volume  IV  (Executive  Summary   for  Primary  Tasks)  to  AFRH 
for  review  within  210  days  of  contract  award. 

Meet  with  representatives  of  AFRH  to  present  and  discuss  draft. 

Finalize  draft  of  Volume  IV,  incorporating  AFRH  comments  as  appropriate,  and 
submit  60  copies  to  AFRH  within  240  days  of  contract  award. 
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Secondary  Tasks 


Task  1:  Documentation  &  Review  Required  for  Relocation  of  Operations 

♦  Review  appropriate  legislation  and  regulations  regarding  relocation  of  operations, 
to  include: 

V  Armed  Forces  Retirement  Home  Act  of  1 99 1 , 

J  Federal  Property  and  Administrative  Services  Act  of  1949 

J  Surplus  Property  Act  of  1 944, 

J  Stewart  B.  McKinney  Homeless  Assistance  Act  of  1992; 

7  Code  of  Federal  Regulations  Section  101-47;  and, 

J  Other  applicable  federal  laws. 

♦  Specify  documentation  required  to  obtain  approvals,  and  estimate  the  time 
required  to  prepare  documents. 

♦  Outline  the  review  process,  including  responsible  parties/entities,  timing  of  :eviews 
and  responses,  and  any  follow-up  required 

♦  Document  findings,  including  the  preparation  of  a  timeline  for  all  necessary 
documentation  and  review. 

♦  Present  draft  findings  to  AFRH  for  review  within  45  days  of  task  award;  meet  with 
AFRH  to  discuss. 

♦  Revise  the  draft  as  necessary,  incorporating  AFRH  comments  as  appropriate. 
Task  2:  Analysis  of  Transaction  Costs 

♦  Based  on  findings  of  primary  tasks,  quantify  the  annual  operational  cost 
differentials  as  a  result  of  moves  under  each  alternative  condition,  or  conditions 
specified  by  AFRH 

♦  Quantify  one-time  costs  associated  with  moves  under  each  alternative  condition,  to 
include: 

J         Cost  to  move  people; 

<l         Notification  of  pending  move  to  all  affected  parties  (residents  and  their 
families,  personnel,  municipalities), 
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Secondary  Tasks  (Continued! 


1/  Cost  to  move  equipment  and  supplies; 

■J  Cost  to  relocate  critical  personnel  and  others,  as  appropriate; 

</  Severance  packages  for  existing  employees,  and  costs  to  hire  new  staff; 

J  Duplication  of  costs  (and  operations)  during  transition  period, 

J  Costs  associated  with  property  disposition  (such  as  shutting  down  facilities, 

property  management  fees,  brokerage  commissions),  if  appropriate;  and, 

J  Other  costs  as  identified  by  AFRH  and  Project  Team. 

Compare  annual  operational  cost  savings  and  other  benefits  of  each  alternative 
with  transitional  costs;  calculate  payback  periods. 

Document  findings  and  present  to  AFRH  for  review  within  60  days  of  task  award; 
meet  with  AFRH  to  discuss. 

Revise  draft,  incorporating  AFRH  comments  as  appropriate. 

Submit  in  final  form. 
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Project  Milestones  &  Due  Dates 

Mncitoor 

1 
. P"*" j 

January  6,  1995 

Notice  of  Award                                                                                   +0 

Kick-Off  Meeting  with  AFRH  (Meeting  No.  1)                                               +0 

January  6,  1995 

-  Request  Data  from  AFRH                                                                    +0 

January  6, 1995 

1      -  Data  Forwarded  to  Project  Team  Members                                          +10 

January  16, 1995 

-  Site  Inspections 

-USSAH,  Washington,  DC.                                                     +13-14 

January  19-20, 1995 

-  USNH,  Gulfport,  Mississippi                                                     +17-19 

January  23 -25, 1995 

-  Mobile,  Alabama                                                                   +20-21 

January  26 -27.  1995 

Work  Plan  Development                                                                                +2 1 

January  27, 1995 

AFRH  Contract  Review  Committee  Comments                                             +28 

February  3, 1995 

AFRH  Meeting  No  2 

February  9, 1995 

Volume  I  Draft                                                                                              +45 

February  2 1,1995 

-  Comments  Due  from  AFRH 

March  6,  1995 

Analyze  &  Evaluation  of  Excess  Real  Property                                          +  60 

March  8.  1995 

AFRH  Meeting  No  3 

March  15, 1995 

Volume  I  Final                                                                                              +90 

April  7,  1995 

■ 

AFRH  Meeting  No  4 

April  28, 1995 

Volume  n  Draft                                                                                      +120 

May  8, 1995 

-  Comments  Due  From  AFRH/Workshop 

May  22,  1995 

Volume  D  Final                                                                                      +180 

July  10,  1995 

AFRH  Meeting  No  $ 

May  22. 1995 

AFRH  Meeting  No.  6 

July  5, 1995 

Volume  ffl  Draft                                                                                          +180 

July  10,  1995 

AFRH  Meeting  No  7 

July  26,  1995 

Volume  ffl  Final                                                                                     +210 

August  9,  1995 

AFRH  Meeting  No  7 

July  26.  1995 

Volume  IV  Draft                                                                                    +210 

August  9.  1995 

-  Comments  Due  From  AFRH 

August  23,  1995 

AFRH  Meeting  No  8 

August  25, 1995 

Volume  IV  Final 
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OPERATING  COSTS 


Mr.  PORTER.  In  your  statement,  you  indicate  the  Navy  Audit 
Service  recently  conducted  audits  of  both  homes.  Do  you  prepare  an 
annual  financial  statement  that  is  audited? 

Dr.  Jahnigen.  Yes,  sir,  we  do.  We  contract  for  that. 

Mr.  PORTER.  Okay.  I  would  also  like  you  to  compare  operating 
costs  for  the  homes  over  the  last  10  years  with  operating  costs  of 
those  similar  facilities,  if  you  can  find  them.  Operating  costs  per 
resident. 

Dr.  Jahnigen.  Yes,  sir. 

Mr.  Porter.  And  see  what  the  comparabilities  are. 

Mr.  Porter.  Now  if  there  are  significant  differences,  then  we 
would  like  you  to  answer  for  the  record  what  accounts  for  those  dif- 
ferences and  what  suggestions  you  have  in  light  of  the  data. 

Dr.  Jahnigen.  We  have  some  of  that  data  already  available,  and 
it  is  in  the  written  statement. 

We  actually  compare  very  favorably,  per  dollar  spent,  with  other 
long  term  care  facilities  that  are  federally  funded.  This  includes  the 
State  Veterans  Home  Program  and  the  Department  of  Veterans  Af- 
fairs domiciliaries  and  nursing  home  programs.  Our  annual  cost 
per  resident,  combined  between  the  two  facilities,  is  about  $23,000. 

Mr.  Porter.  These  are  public  facilities,  though,  right?  These 
aren't  private  facilities? 

Dr.  Jahnigen.  These  are  federal  facilities. 

Mr.  Porter.  I  want  you  to  compare,  though,  with  facilities  in  the 
private  sector,  although  it  is  helpful  to  see  other  public  facilities. 

[The  information  follows:] 
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Dr.  JAHNIGEN.  The  operating  costs  for  the  Homes  are  based  on  outlays 
(disbursements)  since  outlays  more  accurately  portray  expenses  during  a  period  of  time  than  do 
appropriations. 

U.  S.  Soldiers'  and  Airmen's  Home 


'iscal  Year 

Oudays($000) 

Residents 

Cost  per  Resident 

1985 

.     32,922 

2,002 

$  15,966 

1986 

29,222 

2,069 

14,124 

1987 

34,521 

2,048 

16,856 

1988 

37,212 

2,022 

*  18,404 

1989 

39,190 

1,918 

20,433 

1990 

38,413 

1,923 

19,976 

1991 

40,429 

1,929 

20,959 

1992 

41,042 

1,872 

21,924 

1993 

41,985 

1,766 

23,774 

1994 

42,932 

1,721 
U.  S.  Naval  Home 

24,946 

1993 

10,775 

403 

25,058 

1994 

10,560 

525 

20,114 

Comparable  government  sector  facilities,  both  federal  and  state  agencies  for  FY  1993  is 
provided: 


Facility 

State  Veterans  Domiciliary 

USSAH 

USNH 

VA  Domiciliary 

State  Veterans  Nursing  Home 

VA  Nursing  Home 


Annual  Cost  per  Resident 
$22,166 

$23,774 
$25,058 
$35,606 
$41,486 
$71,726 


Comparable  data  for  the  private  sector  is  not  routinely  published  or  available.  We 
anticipate  the  Coopers  &  Lybrand  study  which  is  ongoing  will  provide  additional  data.  An 
audited  financial  statement  was  obtained  from  a  CCRC  in  the  mid- Atlantic  region.  In  order  to 
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provide  a  basis  for  valid  comparison  the  private  sector  CCRCs  operating  costs  were  reduced  to 
eliminate  depreciation  and  tax  expenses  not  incurred  by  the  Federal  sector.  The  overall  cost  per 
resident  for  the  private  sector  CCRC  is: 

Private  sector  1994  cost  per  resident  $19,988  (a  single  facility) 

From  the  data  provided  the  estimated  cost  by  level  of  care  in  the  private  sector  facility 
was  as  follows: 

Independent  Living  Unit  $  1 8 ,46 1 

Assisted  Living  21,841 

Nursing  Care  26,153 

A  significant  cost  difference  occurs  within  the  health  care  area  when  comparing  to  the 
private  sector.  Most  of  the  cost  for  health  related  services  provided  in  the  private  sector  is 
reimbursed  or  paid  directly  by  Medicare  and/or  Medicaid,  so  those  costs  are  not  reflected  in  their 
operating  budget.  In  other  cases,  the  private  sector  provides  medical  services  through  a  fee  for 
service  program.  The  private  sector  facilities  do  not  provide  primary  care  which  is  provided  by 
the  AFRH  in  accordance  with  law.  While  the  AFRH  has  begun  to  provide  some  rehabilitation 
services  with  payment  by  Medicare  Part  B,  the  AFRH  is  still  responsible  for  funding  the 
deductible  and  co-pay,  rather  than  the  individual  resident  in  the  private  sector. 

The  American  Association  of  Homes  and  Services  for  the  Aging  (AAHSA)  in  1993 
published  a  survey  regarding  services  provided  by  private  sector  CCRCs.  The  following 
indicates  percentage  of  CCRCs  providing  the  health  care  services: 


Percent 

Percent  Available 

Included 

at  Additional  Charge 

Available 

Health  Services 

in  Fees 

or  not  Av  ulable 

at  AFRH 

Treatment/Pre-existing  Condition 

24.6 

75.4 

Yes 

Doctor's  Office  on  Site 

22.9 

77.1 

Yes 

Routine  Physical  Exam 

22.5 

77.5 

Yes 

CCRCs  Physician  Services 

22.0 

78.0 

Yes 

Physical  Therapy 

16.8 

83.2 

Yes 

Occupational  Therapy 

14.8 

85.2 

Yes 

Prescription  Drugs 

11.5 

88.5 

Yes 

Speech  Therapy 

11.0 

89.0 

Yes 

Residents  Own  Physician 

7.7 

92.3 

Yes 

Podiatry 

5.9 

94.1 

Yes 

Dental  Care 

2.6 

97.4 

Yes 

The  above  services  are  provided  by  the  AFRH  within  the  residents'  fees. 
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AFRH  OPERATIONS 


Mr.  Porter.  What  types  of  medical  services  are  provided  by  the 
homes  and  what  services  are  provided  under  contract  or  other  ar- 
rangements with  outside  organizations? 

Dr.  Jahnigen.  We  provide  a  full  spectrum  of  services.  We  provide 
a  combination  of  health  care  as  well  as  residential  services,  for  the 
totally  independent  individual  who  may  need  only  preventive  care. 
There  is  on-site  primary  medical  care  and  nursing  care.  Persons 
who  need  assisted  living  can  remain  in  an  apartment  with  needed 
support.  Both  facilities  provide  skilled  nursing  care  for  individuals 
who  either  need  short-term  or  long-term  placement  in  a  nursing 
home. 

A  full  spectrum  of  rehabilitative  and  other  supportive  services 
are  provided  variously  by  contract  or  staff  on  site.  That  includes 
physical  therapy,  occupational  therapy,  speech  therapy  and  others. 
Most  of  those  services  are  on  a  contract  basis  because  they  can  be 
reimbursed  under  Medicare. 

Acute  care  services  are  not  provided.  That  is  specifically  prohib- 
ited under  the  enabling  legislation.  Contractual  arrangements  have 
been  made  with  local,  private,  as  well  as  military  and  VA  hospitals 
for  persons  to  receive  hospital  care  there. 

Mr.  Porter.  Am  I  correct  that  most  of  the  residents  of  the  homes 
are  widowed  and  you  don't  often  have  couples  that 

Dr.  Jahnigen.  That  is  correct. 

Mr.  Porter  [continuing].  Are  in  the  home,  widowed  or  otherwise 
without  immediate  family? 

General  Hilbert.  Right,  sir.  Everyone  in  the  Soldiers'  and  Air- 
men's Home  is  either  widowed  or  divorced  or  not  living  with  a 
spouse. 

Mr.  Porter.  You  don't  have  couples? 

General  Hilbert.  We  have  couples.  We  have  five  sets  of  couples 
right  now.  Most  of  the  couples  have  met  since  they  have  come  to 
the  home. 

Mr.  Porter.  I  see. 

General  Hilbert.  We  have  two  sets  of  couples  right  now  with 
both  spouses  qualified  by  service  to  be  admitted  into  the  Soldiers' 
and  Airmen's  Home. 

Mr.  Porter.  I  understand  you  are  doing  some  outreach  to  pro- 
vide some  kind  of  communications  with  a  video  campaign — a  video 
that  you  have  produced — and  you  have  an  ad  campaign  on  the 
drawing  board.  Is  that  because  the  homes  are  underutilized,  or  is 
it  simply  a  matter  of  telling  people  of  the  availability  of  these  facili- 
ties? 

Dr.  Jahnigen.  To  some  extent,  the  answer  is  yes  to  both  of  the 
options.  We  have  established  a  communications  and  marketing 
committee.  We  have  identified  three  different  target  audiences  who 
need  to  know  more  about  the  homes.  The  first  are  the  military  ac- 
tive duty,  who  through  their  monthly  pay  deductions  provide  sup- 
port to  the  trust  fund.  They  are  our  major  shareholders  as  we  refer 
to  them.  So  we  are  making  a  major  effort  to  make  sure  that  the 
active  duty  forces  know  what  the  homes  are  about,  that  the  homes 
exist  for  them,  what  the  resource  goes  to,  and  how  it  is  being  used. 
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The  second  group  are  the  residents  within  the  facilities  them- 
selves. We  have  a  major  campaign  to  have  direct  interaction  by 
members  of  the  board  regularly  with  the  residents.  These  are  peo- 
ple who  have  a  vested  interest  in  what  is  happening  and  regular 
communications  with  the  residents  is  vital. 

Third  are  the  military  retiree  community,  many  of  whom  saw  50 
cents  taken  from  their  pay  for  20  years,  but  never  knew  what  it 
was  for.  So  we  are  trying  to  make  sure  people  know  that  the  re- 
source is  available  in  that  regard. 

Mr.  Porter.  Dr.  Jahnigen,  we  have  other  questions  for  the 
record  for  you,  Mr.  Fox,  and  General  Hilbert  that  we  would  appre- 
ciate your  answering.  We  thank  you  for  your  good  statement  and 
candid  answers  to  our  questions,  and  we  will  take  the  budget 
under  advisement.  Thank  you  very  much. 

The  subcommittee  stands  in  recess  until  further  notice  from  the 
Chair. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record.] 
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IMPACT  OF  CLOSURE 

Mr.  PORTER.  If  we  did  not  continue  to  fund  the  Homes,  where  would  your  residents  go  to  seek 
domiciliary  and  hospital  care?  Are  there  any  VA  programs  that  they  could  take  advantage  of? 

Dr.  JAHNIGEN.  The  Armed  Forces  Retirement  Home  (AFRH)  provides  a  continuum  of  care 
and  services  in  a  retirement  community  for  eligible  retired  and  former  members  of  the  Armed 
Forces.  These  former  members  are  enlisted,  limited  duty  officers,  and  warrant  officers.  In 
addition  to  domiciliary  care  the  AFRH  provides  for  the  overall  health  care  needs  of  residents  in  a 
high  quality  and  cost-effective  manner,  including  on  site  primary  care,  medical  care,  and  a 
continuum  of  long-term  care  services.  Secondary  and  tertiary  hospital  care  is  to  be  obtained  to 
the  extent  available,  by  agreement  with  the  Secretary  of  Veterans  Affairs  or  the  Secretary  of 
Defense  in  a  facility  administered  by  such  Secretary.  The  law  also  states  that  the  AFRH  may  not 
construct  an  acute  care  facility.  Currently  the  AFRH  has  agreements  with  both  VA  and  DoD 
medical  facilities  for  the  provision  of  medical  services  to  residents  (including  acute  and  tertiary 
hospitalization).  Without  the  AFRH  and  these  agreements,  our  residents  would  rely  on  Medicare 
and  private  insurance  for  health  care. 

If  the  AFRH  was  not  available,  the  residents  would  rely  on  either  the  VA  or  State  domiciliary  or 
nursing  homes,  or  on  the  private  sector.    The  VA  programs  would  not  be  available  for  most  of 
our  residents.  Coordination  between  the  AFRH  and  the  VA  reveals  that  veterans  with  service 
connected  disabiUties  have  priority  for  admission  to  VA  facilities.  At  the  AFRH,  approximately 
27%  have  some  level  of  priority  for  VA  domiciliary  placement.  Since  the  majority  of  residents 
of  the  AFRH  do  not  have  service-connected  disabilities,  relatively  few  would  be  viable 
candidates  for  the  available  VA  beds. 

This  would  force  the  majority  of  the  residents  to  rely  on  the  private  sector  for  Continuing  Care 
Retirement  Community  (CCRC)  services.  Within  that  private  sector,  there  are  CCRCs  which  are 
"fee  entry"  and  "rental"  classifications.  The  entry  fee  for  a  CCRC  with  comparable  size 
accomodations  ranges  from  $35,000  to  $5 1 ,000,  with  monthly  fee  of  $968.  The  average  monthly 
resident  fee  at  the  AFRH  is  $360.  In  addition,  the  AFRH  provides  a  range  of  health  services  for 
which  residents  of  CCRCs  would  be  charged  additional  fees  in  almost  all  cases.  Examples  are: 

Treatment/pre-existing  condition 
Doctor's  office  on  site 
Routine  physical  exam 
CCRCs  physician  Services 
Pysical  therapy 
Occupational  therapy 
Prescription  drugs 
Speech  therapy 
Residents'  own  physician 
Podiatry 
Dental  care 
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FINANCIAL  STATUS/EFFICIENCIES 

Mr.  PORTER.  Dr.  Jahnigen,  last  year  you  testified  that  the  Armed  Forces  Retirement  Home  trust 
fund  would  be  insolvent  as  of  fiscal  year  1999  In  response  to  that  concern,  the  Armed  Forces 
Authorization  Act  of  1995  permitted  increases  in  both  residents'  fees,  beginning  in  1998,  and  in 
the  involuntary  active  duty  pay  deduction.  Do  you  anticipate  that  the  Secretary  of  Defense  will 
implement  the  pay  deduction  increase?  Also,  what  alternative  funding  options  have  you 
considered?  How  do  these  alternatives  affect  your  estimates  of  the  long-term  solvency  of  the 
trust  fund? 

Dr.  JAHNIGEN.  As  a  result  of  prudent  management  including  curtailment  of  capital 
expenditures,  contracting  services,  and  reduction  of  FTEs  by  re-engineering,  the  projected 
insolvency  of  the  trust  fund  has  now  been  pushed  to  the  year  2003.  The  staged  increase  of 
resident  fees  has  already  taken  effect  for  revenue  planning.  Mr.  F.  Pang,  ASD(FMP),  in  his  letter 
to  me  of  January  18,  1995,  said  "...we  believe  it  would  be  appropriate  to  defer  implementation  of 
the  authority  to  increase  pay  deductions  at  th  is  time.  We  are  aware  that  this  would  result  in  $6 
million  less  in  pay  deduction  income  to  the  trust  fund.  However,  we  believe  it  would  be 
preferable  to  await  the  results  of  the  study  [Coopers  &  Lybrand]  so  that  we  can  consider 
complete  options  for  making  the  Homes  viable."  He  did  not  say  the  deduction  would  not  be 
implemented.  In  fact,  also  in  his  letter  he  stated,  "Please  be  assured  that  we  are  committed  to 
providing  for  the  financial  soundness  of  the  Homes."  On  March  2,  1995,  our  Alternative 
Funding  Committee  reported  their  analysis  of  : 

Movement  of  financing  of  the  AFRH  to  a  Defense  Agency  Revolving  Fund 
Participation  in  the  Combined  Federal  Campaign 
Acceptance  of  Donations  from  Individuals  or  Organizations 
Revenues  from  Cause  Promotion  and  Phone  Pass 

Each  was  evaluated,  but  none  viewed  as  likely  to  generate  sufficient  income.  We  continue  to 
investigate  other  areas  including: 

Voluntary  Retiree  Contributions 
Retiree  Assessment 
Seek  Medicare  Funds 
Assess  Reservists 

Implementation  of  the  above  funding  alternatives  would  augment  the  funding  stream  to  the 
AFRH  trust  fund.  However,  for  long-term  solvency  other  issues  need  to  be  resolved.  Certain 
issues  are  interdependent.  For  example,  the  authorized  increase  in  residents'  fees  will  be 
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beneficial  as  long  as  we  can  attract,  maintain  and  provide  a  desirable  home  for  the  residents. 
This  requires  a  high  quality,  cost-effective  facility  which  is  managed  efficiently.  The  AFRH 
Board  is  focused  on  a  total  picture  of  providing  for  the  quality  of  life  for  the  residents  while 
achieving  the  optimum  use  of  all  resources.    The  Coopers  &  Lybrand  study  ongoing  will  make 
recommendations  on  a  broad  spectrum  of  scenarios  involving  the  AFRH  facilities.  These 
scenarios  are  driven  by  population  alternatives  (status  quo,  not  to  exceed  annual  income  and 
most  favorable  use  of  existing  real  property);  location  alternatives  (continue  two  sites  or  two 
sites  plus  a  new  site,  consolidate  at  one  existing  site  or  one  existing  site  plus  new  site,  and 
consolidate  at  new  site);  and  construction  alternatives  (renovation  or  new  construction).  When 
final  recommendations  are  developed  by  the  AFRHB,  these  are  expected  to  produce  a  request  to 
Congress  and  DoD  for  legislative  change  or  support.  Likewise,  the  AFRHB  is  working  with  the 
Boards  of  Trustees  and  the  Directors  of  the  Homes  to  realize  additional  management  and 
operating  efficiencies. 

Mr.  PORTER.  Through  the  use  of  contractors,  you  have  been  able  to  achieve  both  cost  savings 
and  better  service  in  areas  such  as  physical  therapy,  occupational  therapy  and  speech  therapy. 
Can  the  use  of  contractors  help  you  achieve  cost  savings  in  other  areas? 

Dr.  JAHNIGEN.  We  also  achieve  cost  savings  in  the  areas  of  x-ray  and  x-ray  reading, 
ambulance  service,  and  laboratory  testing  in  addition  to  food  service,  grounds  maintenance  and 
janitorial  service.  For  the  health  services,  the  providers  bill  for  Part  B  and  other  medical 
insurance  reimbursement.  We  are  already  seeking  other  areas  where  agreements  may  be 
developed.  Each  director  has  been  specifically  asked  to  identify  other  operational  areas  where 
cost  savings  may  occur.  For  example,  the  USNH  is  exploring  out-patient  physician  services  and 
pharmacy  services  via  these  agreements.  Again,  the  providers  would  bill  for  Part  B  and  other 
medical  insurance  for  reimbursement.  We  believe  that  expanded  use  of  contract  service  will 
provide  cost  savings.  Upon  completion  of  the  Coopers  &  Lybrand  study  and  approval  of 
decisions  on  population,  location  and  modernization,  determinations  will  be  made  on  the 
efficiency  and  effectiveness  of  further  contracts  versus  in-house  operations. 

Mr.  PORTER.  As  you  indicate  in  your  statement,  your  budget  requests  1,023  FTEs~13  FTEs 
less  than  your  downsizing  guidance  level  for  fiscal  year  1998.  How  are  these  reductions  in  FTEs 
affecting  the  quality  of  care  provided  at  the  Homes?  Are  you  making  any  efforts  to  concentrate 
your  FTE  reductions  in  Administrative  areas? 

Dr.  JAHNIGEN.  The  overall  quality  of  life  for  our  residents  at  the  AFRH  has  been  and 
continues  to  be  a  primary  consideration  in  all  downsizing  efforts.  FTE  reductions  have  been 
targeted  primarily  at  managerial  and  operational  positions.  For  example,  at  the  USNH,  the 
Personnel  Department  has  been  eliminated,  with  services  obtained  by  agreement  with  the  U.  S. 
Naval  Construction  Battalion  Center,  Gulfport,  MS. 
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Mr.  PORTER.  Have  the  populations  at  either  Home  reached  or  exceeded  capacity?  If  so,  is 
there  a  waiting  list  for  admission  to  either  of  the  Homes? 

Dr.  JAHNIGEN.  The  USNH  has  a  capacity  of  550.  They  currently  have  550  residents  on  board 
or  scheduled  to  report  at  this  time.  There  is  a  waiting  list  of  95  eligible  persons  as  of  April  17, 
1995.  The  USSAH  does  not  have  a  list  of  eligible  persons  waiting  to  enter  as  residents.  The 
USSAH  has  vacant  rooms  without  bath  and  toilet  facilities.  The  USSAH  does  have  a  waiting  list 
of  residents,  currently  housed  in  rooms  designed  for  multiple  occupancy  with  communal  toilet 
and  bath  facilities,  waiting  for  assignment  to  rooms  with  private  bath.  The  vacancy  rate  at  the 
USSAH  is  not  only  a  reflection  of  the  substandard  facilities,  but  also  a  reflection  of  fear  of  the 
unknown.  Residents  have  left  the  USSAH  and  others  have  deferred  entry  as  they  wait  to  see  if 
the  AFRH  will  remain  solvent,  modernize  and  continue  in  the  future.  Current  residents  are 
apprehensive  because  of  the  uncertainty  of  the  financial  viability  of  the  Home.  Even  though  fees 
are  to  increase,  the  residents  of  USSAH  see  no  improvement  in  facilities  and  lack  assurance  the 
facility  will  remain  open.  Potential  resident  are  deterred  by  these  circumstances. 

BUDGET  REQUESTS 

Mr.  PORTER.  You  have  requested  a  budget  increase  and  more  FTEs  for  the  Naval  Home,  but 
fewer  dollars  and  FTEs  for  the  Solders'  and  Airmen's  Home.  Why  has  the  Board  elected  to 
focus  additional  resources  solely  on  the  Naval  Home? 

Dr.  JAHNIGEN.  The  Board  has  elected  to  focus  a  small  increase  of  dollars  and  FTEs  at  the 
Naval  Home  due  to  the  recent  increase  in  resident  population  of  approximately  25%.  During  FY 
92  and  93,  the  USNH  resident  population  averaged  slightly  over  400.  Through  concentrated 
marketing  efforts,  the  USNH  resident  population  has  grown  to  the  current  level  of  full 
occupancy.  The  additional  FTEs  will  help  support  a  much  needed  special  care  unit. 

Mr.  PORTER.  You  have  requested  7  additional  FTEs  for  a  state-of-the-art  Dementia  Care  Unit 
at  the  Naval  Home.  How  did  you  determine  that  such  a  program  is  needed,  and  how  many 
residents  will  be  served  by  it? 

Dr.  JAHNIGEN.  The  special  care  unit  is  designed  to  provide  assistance  to  residents  suffering 
organic  brain  syndrome,  functional  disorders,  and  maladjusted  behaviors.  The  unit  will  provide 
safety  for  wanderers  and  a  therapeutic  environment  for  those  residents  suffering  dementia  type 
illnesses.    Within  the  current  resident  population  there  are  8-12  residents  needing  the  special 
care  environment.  With  a  population  that  is  aging  in  place,  the  need  is  projected  to  grow. 
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SITE  SERVICE  SPECIALIZATION 

Mr.  PORTER.  As  a  result  of  the  recent  consolidation  of  the  two  Homes,  have  you  begun  to 
specialize  the  services  and  activities  of  each  Home  to  avoid  duplication  between  each  site? 
Could  such  an  approach  result  in  cost  savings? 

Dr.  JAHNIGEN.  The  two  Homes  are  investigating  consolidation  of  certain  administrative/ 
overhead  functions.  These  include  accounting,  contracting  and  Interagency  (governmental) 
Agreements.  We  anticipate  some  savings  can  be  realized,  but  the  amount  is  unknown  at  this 
time.  Although  the  Armed  Forces  Retirement  Home  Act  permits  the  Department  of  Defense  to 
provide  support  to  the  AFRH  on  a  non-reimbursable  basis,  support  is  currently  provided  on  a  fee 
basis.  Specialization  within  the  context  of  continuing  care  to  residents  has  not  occurred  and  is 
not  recommended.  Such  would  require  involuntary  discharge  from  one  facility  and  relocation  to 
a  geographical  distant  facility.  This  type  of  specialization  does  not  support  the  concept  of  "aging 
in  place",  nor  the  model  of  the  private  sector  Continuing  Care  Retirement  Community. 

SHORT  FUNDED 

Mr.  STOKES.  Last  year,  the  Home  indicated  that  the  decline  in  funding  primarily  affected  the 
amount  of  money  in  the  trust  fund,  and  proposed  to  raise  the  monthly  withholding  from  active 
duty  personnel  from  50  cents  to  2  dollars.  What  is  the  status  of  that  proposal? 

Dr.  JAHNIGEN.  The  National  Defense  Authorization  Act  for  FY  1995,  Public  Law  103-337, 
provides  for  the  amendment  of  Section  1007(i)(3)  of  title  37,  U.S.C.,  which  increased  the 
maximum  allowable  deduction  from  50  cents  to  $1.00.  However,  Section  1007(I)(3)  authorized 
the  Secretary  of  Defense,  after  consultation  with  the  AFRHB  to  determine  the  amount  to  be 
deducted.  In  October  of  1994, 1,  as  Chairman  of  the  AFRHB,  requested  that  increase  become 
effective  in  January  1995.  The  Department  of  Defense  chose  to  defer  the  increase  for  reasons 
which  I  stated  in  an  earlier  question  to  Mr.  Porter. 

NURSING  SERVICES 

Mr.  STOKES.  The  Home  stated  that  while  its  health  center  received  a  full  three-year 
accreditation  and  a  citation  of  commendation  from  the  Joint  Commission  on  Accreditation  of 
Health  Care  Organizations,  reduced  funding  was  having  an  adverse  impact  on  employee  morale 
within  the  nursing  services.  This  situation  was  due  to  the  high  use  of  overtime  required  to  cover 
staff  shortages.    Would  you  bring  the  committee  up-to-date  on  this  staffing  situation? 

Dr.  JAHNIGEN.  The  King  Health  Center  at  USSAH  continues  to  provide  high  quality  medical, 
nursing  and  rehabilitation  care.  Morale  is  good.  The  health  center  has  experienced  a  reduction 
in  staff,  both  as  a  result  of  decreased  patient  numbers  and  staff  re-engineering.  While  overtime  is 
still  used  to  cover  periodic  staff  shortages,  the  situation  has  much  improved  from  the  conditions 
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that  existed  during  testimony  before  this  subcommittee  in  March  1993.  The  funding  provided  by 
this  subcommittee  in  FY  1995  has  significantly  helped  solve  this  problem.  The  current  study 
underway  by  Coopers  &  Lybrand  has  briefed  the  AFRH  Contract  Review  Committee  that  the 
actual  staffing  at  King  Health  Center,  given  the  acuity  of  the  patient  load,  favorably  mirrors  that 
found  in  private  sector  Continuing  Care  Retirement  Communities. 

QUALITY  OF  LIFE 

Mr.  STOKES.  What  is  the  state  of  the  quality  of  life  in  the  Armed  Services  Retirement  Homes? 

Dr.  JAHNIGEN.  The  AFRHB  has  placed  an  emphasis  on  the  quality  of  life  in  all  its  activities. 
We  believe  the  quality  of  life  is  very  favorable  compared  to  CCRC  standards.  In  spite  of  funding 
constraints,  we  have  been  working  smarter  with  less.  Health  care  service  is  more  responsive  to 
the  residents  with  waiting  time  for  appointments  reduced,  and  we  continue  to  provide  quality 
service  in  security,  assisted  living  and  personal  care.  Food  service  and  recreational  activities  and 
access  have  improved.  At  the  USSAH  a  new  physical  fitness  center  is  now  open  24  hours  a  day. 
Residents  are  playing  a  greater  role  in  decision  making  at  the  Homes  through  the  Resident 
Advisory  Council  and  representation  on  the  Boards  of  Trustees  and  the  Armed  Forces 
Retirement  Home  Board.  We  are  developing  survey  instruments  to  measure  how  the  residents 
feel  about  their  quality  of  life.  Detailed  exit  interviews  reveal  the  majority  of  the  departing 
residents  felt  the  AFRH  took  good  care  of  them  and  was  a  good  deal  for  the  cost.  Many  of  them 
on  exit  interview  indicated  they  intended  to  return  to  the  AFRH  in  the  future.  All  aspects  of 
resident  life  are  supporting  a  quality  process  of  aging  in  place  with  dignity. 

GROWTH 

Mr.  STOKES.  The  Committee  has  learned  in  testimony  this  year  from  a  considerable  number  of 
organizations  that  twice  as  many  older  American  adults  are  alive  today  than  compared  to  30 
years  ago.  In  1993,  persons  65  years  of  age  or  older  numbered  32.8  million.  This  number  will 
double  again  over  the  next  30  years.  What  impact  would  this  projected  growth  be  expected  to 
have  on  the  Homes'  resident  population  and  the  services  provided?  If  this  growth  is  expected  to 
place  increased  demands  on  the  Home,  how  are  you  positioning  the  Home  to  address  what 
appears  to  be  an  emerging  situation? 

Dr.  JAHNIGEN.       A  study  performed  by  The  Circle,  Inc.,  for  the  USSAH  in  1992,  projects  a 
stable  annual  pool  of  775,000  retirees  eligible  for  the  AFRH  over  the  next  20  years.  The  average 
admission  age  is  69,  if  that  holds  constant  over  the  next  20  years,  then  the  pool  is  already  formed, 
because  this  group  is  composed  of  the  current  military  retirees  who  are  between  the  ages  of  49 
and  69.  Those  eligible  for  the  AFRH  mirror  the  characteristics  of  the  aging  U.  S.  population. 
Although  we  anticipate  a  stable  pool  of  admissions,  the  impact  is  that  of  increasing  demand  for 
assistance  with  the  activities  of  daily  living  and  increasing  demand  for  nursing  services  as 
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residents  age  in  place.  Success  in  accommodating  the  increasing  demand  requires  an  optimum 
sized,  cost-effective  and  efficiently  managed  facility.  Both  facilities  of  the  AFRH  would  require 
extensive  structural  changes  to  deal  with  operational  changes.  Cost  containment  of  the  cost  per 
resident  is  of  vital  importance.  The  AFRH  must  emphasize  retention  of  independent  living  skills 
by  its  residents.  Resident  programs  in  wellness  and  health  care  are  needed  to  promote 
independence  and  preservation  of  personal  skills.  Thus,  it  is  essential  that  facilities  be  modem, 
barrier  free  and  responsive  to  the  desires  of  eligible  retirees  for  privacy  and  security. 

OPPORTUNITIES 

Mr.  STOKES.  Please  describe  the  most  promising  opportunities  you  see  for  the  Homes  in  the 
next  several  years,  and  elaborate  on  the  benefits  that  could  be  derived  from  investments  in  these 
areas.  To  what  extent  will  the  FY  1996  budget  allow  the  Home  to  begin  to  implement  the 
opportunities? 

Dr.  JAHNIGEN.  The  AFRH  has  the  opportunity  to  be  innovative  in  service  delivery  and  to  be  a 
resource  to  other  providers  of  geriatric  long  term  care  service  as  well  as  enhance  the  quality  of 
services  provided  to  the  residents. 

The  following  programs  provide  examples  of  some  promising  opportunities  for  meeting 
the  needs  of  our  customer  base  and  the  diverse  needs  of  a  population  which  is  living  longer. 

Special  Care  Unit.  The  SCU  is  designed  to  provide  placement  for  residents  with 
organic  brain  syndrome,  functional  disorders,  and  maladjusted  behaviors.  The  unit  is  needed  at 
the  USNH,  and  would  be  located  in  existing  spaces  in  the  Long  Term  Care  Unit  and  employ  a 
Multidisciplinary  approach  to  resident  care. 

Wellness  Center.  The  concept  is  to  incorporate  preventive  and  maintenance 
health  care  in  a  program  designed  to  meet  the  physical,  mental,  emotional,  spiritual  and 
recreational  needs  of  the  residents.  This  program  emphasizes  retention  of  autonomy,  self  care, 
and  acknowledges  the  personal  responsibility  of  the  residents  for  their  overall  health  care  needs. 
It  utilizes  a  Multidisciplinary  approach  to  addressing  these  needs.  The  goal  is  for  residents  to 
live  longer,  healthier  lives.  This  would  in  turn  reduce  medical  care  costs. 

Education/Training  Program.  These  extremely  popular,  ongoing  programs 
provide  training  at  the  AFRH  for  students  and  professionals  in  training.  Currently,  both  facilities 
of  the  AFRH  have  memorandums  of  understanding  with  local  military  hospitals  to  provide 
geriatric  rotation  for  their  resident  doctors  and  other  trainees.  Because  of  the  active  duty  military 
status  of  the  doctors,  the  AFRH  incurs  no  cost  but  benefits  from  the  additional  medical  staff,  and 
the  trainees  experience  a  unique  high  quality  environment  for  long-term  care.  Programs  in 
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conjunction  with  local  colleges  and  universities  for  students  in  social  work,  recreational  therapy 
and  nursing  provide  resident  benefit  with  minimal  costs.  The  AFRH  can  serve  as  a  major 
educational  institution  as  it  expands  such  programs  with  other  federal  agencies  and  institutions  of 
higher  learning. 

Community  Service.  The  USNH  is  involved  in  the  local  community  through 
Partners  in  Education  and  a  Scholarship  Foundation.  The  USSAH  is  involved  with  the  local 
community  by  sponsorship  of  Kids  to  Kamp  and  computer  classes  for  youngsters  8-13  in 
cooperation  with  Community  Support  Network.  Additional  programs  would  facilitate 
volunteering  by  residents.  As  residents  become  more  involved  with  community  programs,  their 
life  experiences  will  increase  community  quality  of  life  in  a  symbiotic  relationship. 

Future  Geriatric  Studies.  The  AFRH,  as  a  microcosm  of  geriatric  activity  and 
living,  could  serve  as  the  focus  of  future  long-term  studies  to  help  answer  questions  of  health  and 
fitness. 

Other  opportunities  exist  for  the  expansion  of  the  AFRH  mission. 

The  first  is  to  consider  extending  eligibility  across  the  "Total  Force"  by  including 
the  Reserve  Component  retiree.  The  contributions  of  the  Reserve  Component  retiree,  the  citizen 
soldier,  mandates  equitable  treatment,  and  the  establishment  of  eligibility  criteria  for  that  retiree. 
Payroll  deductions  can  be  established  for  the  Reserves  as  well  as  appropriate  disposition  of  fines 
and  forfeitures.  Inclusion  of  the  retired  reservist  in  the  field  of  eligibility  would  expand  the  base 
of  income  for  the  AFRH  and  may  be  warranted  in  an  era  of  changing  roles  and  missions. 

The  second  is  to  recognize  a  spouse's  contribution  to  the  military  family  and  to 
the  success  of  the  Armed  Forces  by  considering  admission  to  the  spouse.  The  spouses  of  those 
eligible  for  residency  are  currently  excluded  from  admission  unless  they  are  eligible  in  their  own 
right.  Subsequent  to  the  advent  of  the  all  volunteer  force,  the  Services  initiated  action  to  care  for, 
emphasize  and  "recruit"  the  entire  family  in  order  to  retain  careerists  in  the  Armed  Forces.  These 
retirees  are  reaching  the  age  of  eligibility  for  the  AFRH  in  increasing  numbers.  Those  still  living 
with  a  spouse  are  dissuaded  from  becoming  a  resident  of  the  Home  as  it  requires  a  decision  to 
live  apart.  Eligibility  of  the  spouse  could  be  accommodated  with  an  appropriate  fee  structure  and 
would  reduce  the  per  resident  cost.  Private  sector  experience  is  that  one  spouse  assists  and  cares 
for  the  other  in  the  independent  living  unit,  thus  postponing  the  demand  for  staff  assistance. 
Allowing  spousal  admissions  would  maintain  the  family  atmosphere.  Discussions  of  this  issue 
are  in  the  preliminary  stages. 
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AGE 

Mr.  STOKES.  According  to  the  opening  statement,  the  average  member  age  for  the  Homes  is 
73.9,  the  youngest  is  36  and  the  oldest  is  100.  To  what  extent  is  the  Home  utilized  by  females? 

Dr.  JAHNIGEN.  At  the  USNH  there  are  currently  63  females .  At  the  USSAH  there  are 
currently  97  women. 

LONG  TERM  CARE 

Mr.  STOKES.  Page  2  of  the  statement  of  the  Chairman  states,  at  USSAH,  the  King  Health 
Center  provides  primary  and  long-term  care  to  the  residents.  The  USNH  has  an  area  devoted  to 
long-term  care,  but  is  determining  its  need  for  a  separate  health  center.  Would  you  elaborate  on 
this  statement? 

Dr.  JAHNIGEN.  The  USNH  provides  both  primary  and  long-term  care.  Primary  and  about  one- 
half  of  the  long  term  care  services  are  provided  in  an  appropriate  setting.  However,  the  third 
floor  of  the  main  tower  building  currently  houses  58  beds  used  for  long-term  care.  This  area  was 
never  designed  for  health  care  use.  It  has  inadequate  space  and  is  only  marginally  handicap 
accessible.  The  rooms,  common  areas  and  bathrooms  were  designed  for  an  independent  resident 
population.  The  need  exists  for  construction  of  additional  health  care  spaces  to  replace  those 
beds. 
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JUSTIFICATION  OF  THE  BUDGET  ESTIMATES 


STATEMENT  OF  THE  CHAIRMAN 
ARMED  FORCES  RETIREMENT  HOME  BOARD 


Purpose 

The  purpose  of  this  statement  is  to  furnish  information  on  the  Armed  Forces  Retirement 
Home  (AFRH),  comprised  of  the  U.  S.  Soldiers*  and  Airmen's  Home  (USSAH)  and  the  U.  S. 
Naval  Home  (USNH).  This  information  may  be  of  interest  to  the  committees'  during  their 
consideration  of  the  AFRH  fiscal  year  1996  budget  request.    Included  is  pertinent  information 
on  the  mission,  residents,  administration  and  financing  of  the  AFRH,  and  the  physical  plants  of 
the  two  Homes. 

Mission 

The  Armed  Forces  Retirement  Home  Act  of  1991  incorporated  the  USSAH  and  the 
USNH  into  the  AFRH,  an  independent  agency  in  the  Executive  Branch  of  the  Federal 
Government.  Its  mission  is  to  provide  a  continuum  of  care  and  service  in  a  retirement 
community  for  retired  and  former  members  of  the  armed  forces  and  to  provide  the  highest  quality 
of  residential,  social  and  health  services  to  residents.  Both  Homes  were  established  in  the  early 
1850's  and  have  a  long  history  of  service.  The  USNH  was  opened  in  1834  (first  at  Philadelphia, 
PA)  as  a  naval  command  to  "provide  an  honorable  and  comfortable  home  for  old  and  disabled 
personnel  of  Navy,  Marine  Corps  and  Coast  Guard  while  operating  as  a  part  of  the  Navy  who  are 
entitled  to  benefits  of  the  institution."  It  physically  moved  to  Gulfport,  MS,  in  1976.  The 
USSAH  was  established  in  1851  for  the  relief  and  support  of  retired,  invalid,  or  disabled  soldiers 
of  the  Regular  Army.  It  has  been  located  at  its  present  site  in  Washington,  DC  since 
establishment. 

The  Armed  Forces  Retirement  Home  Act  of  1991  also  established  common  eligibility 
requirements  for  residents  of  the  two  Homes.  Residents  must  have  served  as  members  of  the 
Armed  Forces  with  at  least  one-half  of  their  service  having  been  enlisted  or  as  a  warrant  or 
limited  duty  officer  with  the  following  qualifications:  (1)  honest  and  faithful  active  service  for 
twenty  years  or  more  and  are  age  60  or  over,  (2)  service-connected  disabilities  rendering  them 
unable  to  earn  a  livelihood,  (3)  non-service  connected  disabilities  rendering  them  unable  to  earn 
a  livelihood,  provided  they  have  had  a  service  in  a  war  theater  during  a  time  of  war  declared  by 
Congress  or  were  eligible  for  hostile  fire  special  pay  under  section  310  of  Title  37,  United  States 
Code,  or  (4)  members  of  the  women's  component  of  the  Armed  Forces  who  served  before  1948 
and  are  determined  to  be  eligible  for  compelling  personal  circumstances. 


Residents 

The  Homes  provide  an  environment  of  safety,  security  and  camaraderie  for  shared  life 
experiences  for  the  residents.  At  the  end  of  the  fiscal  year  1994,  combined  population  of  the  two 
Homes  was  2203,  with  525  residing  at  the  USNH  and  1678  at  the  USSAH.  The  average  age  of 
residents  is  73.9,  but  the  youngest  is  36  (at  USSAH)  and  oldest  is  100.  The  population  cited 
includes  61  females  at  the  USNH  and  87  at  the  USSAH.  There  12  married  couples  at  the  USNH 
and  9  at  the  USSAH.  With  the  merging  of  the  two  Homes  into  one  agency,  all  four  services  are 
represented  at  each  Home.  There  were  66  Navy  and  18  Marine  Corps  residents  at  the  USSAH 
and  58  Army  and  58  Air  Force  at  the  USNH  at  the  end  of  fiscal  year  1994.  The  residents  are 
provided  an  environment  in  which  they  can  age  in  place,  with  independent  living,  assisted  living 
and  nursing  care  available. 

Administration 

The  Armed  Forces  Retirement  Home  Act  of  1991  established  the  Armed  Forces 
Retirement  Home  Board  (AFRHB)  to  exercise  policy  oversight  over  each  of  the  Homes  and 
oversee  the  activities  of  the  local  Boards  of  Trustees.  Congress  mandated  the  membership  of  the 
AFRHB  to  not  less  than  16  members  who  are  appointed  by  the  Secretary  of  Defense  or  otherwise 
designated.  A  listing  of  the  current  members  of  the  AFRHB  is  provided  in  the  Fiscal  Year  1996 
Congressional  Submission  of  the  Budget  Request  The  Secretary  of  Defense  selects  one  of  the 
members  of  the  AFRHB  to  serve  as  chairman  and  chief  executive  officer  of  the  AFRH  for  a  set 
term.  Each  Home  has  a  local  Board  of  Trustees  which  exercises  operational  oversight  of  their 
Home  and  provides  reports  to  the  AFRHB.    Congress  also  set  the  membership  of  local  Boards  of 
Trustees  at  not  less  than  1 1  members  appointed  by  the  Secretaries  of  the  military  departments. 
The  Secretary  of  Defense  also  appoints  the  director  of  each  Home,  and  the  director  is  required  to 
pursue  a  course  of  study  to  receive  certification  as  a  retirement  facilities  director  by  an 
appropriate  civilian  certifying  organization  if  the  director  is  not  so  certified  at  the  time  of 
appointment. 

An  annual  report  to  Congress  is  submitted,  via  the  Secretary  of  Defense,  not  later  than  90 
days  after  the  end  of  each  fiscal  year  by  the  AFRHB.  The  AFRH  is  inspected  every  3  years 
alternating  between  the  Inspector  General  of  the  Department  of  Defense  and  the  Inspector 
Generals  of  the  military  departments. 

Accreditation  of  Health  Care  Facility 

Both  Home  are  accredited  by  the  Joint  Commission  on  Accreditation  of  Health-Care 
Organizations  (JCAHO).  At  the  USSAH  the  King  Health  Center  provides  primary  and  long-term 
care  to  the  residents.  The  USNH  has  an  area  devoted  to  long-term  care,  but  is  determining  its 
need  for  a  separate  health  center. 
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Financing 

The  Armed  Forces  Retirement  Home  Act  of  1991  established  the  Armed  Forces 
Retirement  Home  Trust  Fund  in  the  Treasury  of  the  United  States.  Until  October  1994,  there 
was  a  separate  account  for  each  Home  within  this  trust  fund.  In  fiscal  year  1995,  both  accounts 
were  merged. 

The  AFRH  Trust  Fund  receives  monies  from  several  sources.  Fines  and  forfeitures  of 
active  duty  personnel  convicted  of  violations  of  the  Uniform  Code  of  Military  Justice, 
involuntary  monthly  deductions  from  the  pay  of  enlisted  active  duty  members,  interest  on  the 
fund,  and  residents'  monthly  fees  all  provide  income.  The  interest  is  generated  by  Secretary  of 
the  Treasury  authorized  investment  in  obligations,  issued  or  guaranteed  by  the  United  States,  any 
monies  in  the  Fund  that  the  Directors  of  the  Homes  determine  are  not  currently  needed  to  pay 
operations  costs.  The  residents'  monthly  fee  is  a  percentage  of  total  income,  based  upon  level  of 
care  received. 

With  the  downsizing  of  the  Total  Force,  the  funding  stream  for  the  AFRH  trust  fund  has 
likewise  been  reduced.  Fines  and  forfeitures  (which  represented  almost  5 1  %  of  the  income 
source  in  fiscal  year  1994)  have  continued  their  steady  decline.  The  slowing  of  the  funding 
stream  is  compounded  by  the  commensurate  drop  in  total  trust  fund  and  loss  of  interest  realized 
from  the  investment  of  that  fund.  In  the  Armed  Forces  Authorization  Act  of  1995,  Congress 
authorized  the  Secretary  of  Defense  to  increase  the  active  duty  involuntary  pay  deduction  to  one 
dollar  per  month,  and  authorized  the  AFRH  to  increase  resident  fees  incrementally  beginning  in 
1998,  dependent  on  the  level  of  care  received.  Congress  also  directed  the  AFRHB  carry  out  a 
study  to  identify  and  evaluate  alternatives  for  modernization  of  the  facilities  at  the  USSAH.  The 
AFRHB  chose  to  expand  the  congressionally  directed  study  to  provide  data  on  which  to  base 
long  term  strategic  planning.  The  objectives  of  the  study  (now  ongoing)  are  to  provide  estimates 
of  optimal  size  of  each  operating  location  of  the  AFRH,  to  identify  the  most  cost  effective 
location  (or  combination)  for  economic  performance,  and  to  identify  the  most  cost  effective  use 
of  AFRH  facilities  including  renovation,  new  construction,  and  partial  or  complete  closure.  An 
initial  report  will  be  provided  to  Congress  in  April  1995,  and  a  final  report  when  the  study 
concludes  in  December  1995.  The  Secretary  of  Defense  chose  to  defer  the  authorized  pay 
deduction  increase  until  completion  of  the  study.  The  AFRHB  is  investigating  a  number  of 
proposals  for  alternative  financing. 

Physical  Plant 

The  USNH  is  situated  75  miles  east  of  the  U.  S.  Naval  Air  Station,  New  Orleans,  LA, 
and  100  miles  west  of  the  U.  S.  Naval  Air  Station,  Pensacola,  FL    It  stands  on  the  grounds  once 
those  of  the  Gulf  Coast  Military  Academy,  a  military  preparatory  school  for  boys.  The  single 
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residence  building  is  an  1 1  story  structure  with  all  service  and  recreation  areas  on  the  first  floor. 
Also  located  on  the  grounds  are  greenhouse,  hobby  shop,  chapel  and  other  support  buildings. 

The  USSAH  is  situated  in  northwest  Washington,  DC,  2-1/2  miles  north  of  the  Capitol 
on  approximately  325  acres  of  land.  Facilities  consist  of  98  structures  including  four  large 
dormitories,  a  health  care  complex  with  three  major  buildings,  a  service  area  of  engineering  and 
support  buildings,  and  a  central  heating  plant  and  laundry. 

Due  to  the  current  fiscal  situation  of  the  AFRH,  no  new  renovations  or  construction  are 
being  approved.  Any  extensive  maintenance  projects  have  also  been  deferred. 

Operations  and  Maintenance 

The  Naval  Home  Fiscal  Year  1996  Budget  Request  is  $1 1,979,000  for  Operation  and 
Maintenance  (O&M)  and  $568,000  for  Capitol  Projects,  for  a  total  of  $12,547,000.  The  O&M 
requests  provides  for  an  annualized  1.6%  1995  pay  increase  and  a  2.2%  1996  pay  increase 
combined  with  a  3.3%  inflation  rate  for  FY  1996. 

The  Budget  Request  supports  7  additional  positions  for  a  Special  Dementia  Care  Unit  to 
be  developed  during  FY  1995.  These  positions  would  be  added  to  the  Recreation  and  Nursing 
Services. 

The  Naval  Home  has  a  need  to  develop  a  state-of-the  art  Dementia  Care  Unit  Presently  a 
program  dedicated  to  this  type  of  care  does  not  exist.  The  unit  would  provide  the  resident  an 
appropriate  environment,  a  daily  structure  and  care  targeted  to  the  level  of  dementia  severity.  It 
would  permit  management  of  behavior  without  undue  physical  or  chemical  restraint  and  would 
increase  the  quality  of  life.  The  unit  would  afford  the  opportunity  to  continually  assess,  support 
and  maintain  their  capabilities  and  identify  appropriate  care,  while  providing  the  residents 
comfort  and  dignity  and  an  environment  supporting  their  capabilities  and  compensating  for  their 


In  1994,  the  Naval  Home  experienced  a  $220,000  increase  in  food  service  and 
subsistence  costs  based  on  changes  of  operation  and  an  increase  in  population.  This  service 
contract  will  be  rebid  in  fiscal  year  1995,  with  an  anticipated  increase  to  a  total  of  $1.6  million. 

The  Naval  Home  Budget  request  supports  a  number  of  maintenance  projects.  It  also 
supports  the  purchase  of  additional  and  replacement  equipment,  i.e.,  enhancements  to  the  central 
oxygen  system,  replacement  of  plant  equipment  such  as  generators,  compressors,  maintenance 
vehicles  and  replacement  of  computers  and  program  enhancements,  which  had  been  delayed  to 
support  other  needs. 
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The  United  States  Soldiers'  and  Airmen's  Home  fiscal  year  1996  O&M  request  is 
$45,090,000  in  appropriations  with  reimbursements  of  $230,000  for  a  total  budget  authority  of 
$45,320,000,  a  decrease  of  $236,000  from  its  fiscal  year  1994  budget  authority  of  $45,596,000 
($45,366,000  in  appropriations).  After  funding  pay  raises  and  inflation,  this  reduced  funding 
level  will  result  in  a  reduction  of  4  full  time  equivalent,  reduced  funding  for  service  contracts, 
supplies  and  equipment,  and  an  increase  in  maintenance  backlog. 

Capital  Projects 

The  fiscal  year  1996  Capital  Project  for  the  USNH  is  $568,000  for  the  replacement  of 
chillers  for  the  heat,  ventilation  and  air  conditioning  system. 

The  fiscal  year  1996  capital  outlay  budget  request  for  USSAH  is  $1,483,000.  These 
funds  are  required  to  meet  minimum  facility  standards  in  support  of  residents  pending 
completion  of  AFRH  study. 
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Armed    Forces    Retirement    Home 
Section  A 
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ARMED  FORCES  RETIREMENT  HOME 


EXECUTIVE  SUMMARY 


The  Armed  Forces  Retirement  Home  Act  of  1991  (Public  Law  101- 
510)  incorporated  the  United  States  Soldier's  and  Airmen's  Home  and 
the  United  States  Naval  Home  into  an  independent  establishment  in 
the  Executive  branch  of  the  Federal  Government  to  be  known  as  the 
Armed  Forces  Retirement  Home.  The  mission  of  the  Armed  Forces 
Retirement  Home  (AFRH)  is: 

a.  To  provide  a  continuum  of  care  and  services  in  a  retire- 
ment community  for  retired  and  former  members  of  the 
Armed  Forces,  enabling  them  to  live  among  friends  in  an 
atmosphere  of  personal  dignity,  as  authorized  by  law. 

b.  To  provide  the  highest  quality  of  residential,  social, 
and/or  health  services  to  the  AFRH  residents,  emphasizing 
a  holistic  approach  toward  each  individual  which  stresses 
the  excellence  of  these  services  in  meeting  the  needs  and 
expectations  of  the  current  and  future  residents  of  each 
Home. 

c.  To  retain  the  unique  Service  identity,  atmosphere,  and 
traditions  of  these  historic  institutions. 


A-l 
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ARMED  FORCES 
RETIREMENT  HOME 


ARMED  FORCES  RETIREMENT  HOME 
BOARD 

Dennis  W.  Jahnigen,  MD 
Chair  and  Chief  Executive  Officer 

United  States  Soldiers' 

and 

Airmen's  Home 

Board  of  Trustees 

Chairman 
Lt  Gen  Billy  J.  Boles,  USAF 

United  States  Naval  Home 
Board  of  Trustees 

Chairman 

MCPON  Robert  Walker 

USN,  Ret 

1 

United  States  Soldiers'  and 
Airmen's  Home 

Washington,  DC 

Director 

Maj  Gen  Donald  C.  Hilbert, 

USA,  Ret. 

United  States 
Naval  Home 

Gulfport,  Mississippi 

Director 
Mr.  F.  Michael  Fox 

A- 2 
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ARMED  FORCES  RETIREMENT  HOME 

Trust  Fund 

ARMED  FORCES  RETIREMENT  HOME 

For  expenses  necessary  for  the  Armed  Forces  Retirement  Home  to 
operate  and  maintain  the  United  States  Soldiers'  and  Airmen's  Home 
and  the  United  States  Naval  Home,  to  be  paid  from  funds  available 
in  the  Armed  Forces  Retirement  Home  Trust  Fund  {$59,317,000} 
$59,120,000  of  which  {$2,906,000}  $2,051,000  shall  remain  available 
until  expended  for  construction  and  renovation  of  the  physical 
plants  of  the  United  States  Soldiers'  and  Airmen's  Home  and  the 
United  States  Naval  Home:  Provided,  That  this  appropriation  shall 
not  be  available  for  the  payment  of  hospitalization  of  members  of 
the  Soldiers'  and  Airmen's  Home  in  United  States  Army  hospitals  at 
rates  in  excess  of  those  prescribed  by  the  Secretary  of  the  Army 
upon  recommendations  of  the  Board  of  Trustees  and  the  Surgeon 
General  of  the  Army.  (Departments  of  Labor,  Health  and  Human 
Services,  and  Education,  and  Related  Agencies  Appropriations  Act, 
1996) 
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ARMED  FORCES  RETIREMENT  HOME 
CAPITAL  OUTLAY 


1994  APPROPRIATION 

U.  S.  Soldiers'  &  Airmen's  Home  $4,930,000 

U.  S.  Naval  Home  473.000 


TOTAL  FY94  $5,403,000 


1995  APPROPRIATION 

U.  S.  Soldiers'  &  Airmen's  Home  $2,500,000 
U.  S.  Naval  Home  406,000 

TOTAL  FY95  '  $2,906,000 


1996  APPROPRIATION  -  REQUEST 

U.  S.  Soldiers'  &  Airmen's  Home  $1 ,483,000 

U.  S.  Naval  Home  568,000 


TOTAL  FY96  $2,051 ,000 
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FY95  OAM  Appropriation SS6.411.000 

RaimburaaDIa  Oblgattona 230,000 

FY96  0*M  R.qu.at 57,069.000 

230.000 

1985  Curiam  Estimate  Baaa 

Workyaari  Budget 


Chang*  Itom  Baaa 
Workyaari         Budgat 
(FTE's) 


310.000 
$1,847,000 


(12.000) 

(3.000) 

(419.000) 

(238.000) 
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ARMED  FORCES  RETIREMENT  HOME 
PERSONNEL  SUMMARY 


INCREASE 
1994  1995  1996  OR 

ACTUAL         EST.  EST.      DECREASE 


TOTAL  COMPENSABLE  WORKYEARS: 

Full-time  equivalent  employment 1,031  *        1,020         1,023  3 

AUTHORIZED: 

Full-time  equivalent  employment 1,111  1,086         1.023  (63) 

•  The  actual  FY94  FTE  of  1 .031  replaces  the  FY94  FTE  shown  In  the  President's  Budget  of  1 ,014. 
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ICWPT10 

BUDGET 
E8T.  TO 

H    CONGRESS 

AUTHORIZED* 

APPROPRIATION 

HOUSE              SENATE 

ALLOWANCE   ALLOWANCE 

OiM 
CO 

32.6S4.000 
4.000.000 

33.276.000 
1S.000.000 

33.506.000 
10.500.000 

OlM 
CO 

14.022.000 

4.485.000 

34.022.000 
15.000.000 

34.022.000 
16.241.000 

OiM 
CO 

37.080.000 

36.647.000 

38.303.000 
16.132.000 

OiM 
CO 

3S.S43.000 
13.215.000 

37.857.000 
15.000.000 

37.700.000 
15.000.000 

OiM 
CO 

37.S73.000 
6.500.000 

39.000.000 
8.500.000 

39.573.000 
10.250.000 

OiM 

CO 

38.249.000 
8.500.000 

41.583.000 
11.500.000 

Deler 
Delec 

41.583.000 
11.500.000 

OIM 
CO 

S2.178.000 
5.473.000 

52.178.000 
5.473.000 

50.636.000 
5.473.000 

52.178.000 
5.473.000 

OiM 
CO 

S4.306.000 
7.651.000 

55.077.000 
7.651.000 

51.713.000 
4.6S1.000 

53.232.000 
6.473.000 

OAM 
CO 

54.289.000 
5.416.000 

56.488.000 
5.416.000 

53.914.000 
5.403.000 

53.914.000 
5.403.000 

OiM 

CO 

55.140.000 
2.906.000 

56.411.000 
2.906.000 

56.910.000 
2.906.000 

56.391.000 
2.906.000 
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ARMED  FORCES  RETIREMENT  HOME 
STAFFING  HISTORY 


SALARIES  & 

FISCAL 

BENEFITS 

YEAR 

($000) 

FTE's 

1986 

23,894 

1,015 

1987 

25,508 

1.015 

1988 

26,923 

1,015 

1989 

27,891 

994 

1990 

28,997 

971 

1991 

29,795 

917 

1992 

36,933 

1,063 

1993  I 

38,215 

1,045 

1994    \ 

39,026 

1,031 

1995  Est.  \ 

40,915 

1,020 

1996  Est. 

41,617 

1,023 

1986-1991  U.  S.  Soldiers'  &  Airmen's  Home  only. 

*  The  actual  FY94  FTE  of  1,031  replaces  the  FY94  FTE 
shown  in  the  President's  Budget  of  1,014. 
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NUMBER  OF  FTE 
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INCREASE 
(DECREASE) 


11  PERSONNEL  COMPENSATION 

12  PERSONNEL  BENEFITS 

13  BENEFITS,  FORMER  PERSONNEL 

21  TRAVEL 

22  TRANSPORTATION  OF  THINGS 

23  COMMUNICATIONS.  UTILITIES: 
ELECTRICITY 

GAS 

TELEPHONE 

OTHER 

24  PRINTING  AND  REPRODUCTION 

25  OTHER  SERVICES 
ROUTINE  MAINTENANCE 
OPERATIONAL  CONTRACTS 
MEDICAL  CONTRACTS 
OTHER 

26  SUPPLIES  AND  MATERIALS 
FUEL  OIL 
SUBSISTENCE 
PHARMACY/MEDICAL 
OTHER 

31  EQUIPMENT 

32  LAND  &  STRUCTURES  (CAPITAL  OUTLAY) 
42  CLAIMS 

SUBTOTAL  DIRECT  OBLIGATIONS 

REIMBURSABLE  OBLIGATIONS  (O&M)* 

TOTAL  OBLIGATIONS 


31.523,401 

32.834.241 

33.180,453 

346.212 

7.247.570 

7.810.988 

8,167,312 

356.324 

40.587 

40.000 

40,000 

0 

147.261 

155.853 

145,688 

(10,165) 

7,435 

9.925 

10.223 

298 

0 

50.467 

1,720,683 

1.692.211 

1.742.678 

154.539 

163.084 

570,945 

407.861 

262.743 

286.804 

287,326 

522 

118.320 

87.531 

96.207 

8.676 

22.078 

28.768 

32.072 

3.304 

348.508 

401,678 

424.569 

22.891 

5.236,131 

5.137.958 

4.925,885 

(212.073) 

572.787 

644.018 

674.446 

30.428 

325.248 

248,289 

315.467 

67.178 

764,039 

839.325 

458.350 

(380.975) 

2.241.501 

2,391.922 

2.603.738 

211.816 

1.097.246 

1.112.459 

1.154,854 

42,395 

1.668,177 

1.976.703 

2.205,701 

228,998 

229.064 

543.763 

27.442 

(516.321) 

2.175,000 

5.006.000 

5.568.000 

562,000 

13,161 

5.481 

5.645 

164 

$55,915,478 

$61,417,000 

$62,637,000 

$1,220,000 

213.899 

230.000 

230.000 

0 

$56,129,377 

$61,647,000 

$62,867,000 

$1,220,000 

■Reimbursable*  used  to  offset  salaries 

•   The  actual  FY94  FTE  of  1.031  replace*  the  FY94  FTE  shown  In  the  Presidents  Budget  of  1.014. 
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ARMED  FORCES  RETIREMENT  HOME 
RESIDENT  DATA 


FY95 


Domiciliary  Care 

1,927 

1,967 

1,967 

Hospital  Care 

367 

333 

333 

Total  Residents 

2,294 

2,300 

2,300 
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1301 

ARMED  FORCES  RETIREMENT  HOME  BOARD 

Chnir/Gcrontologisl 

Dr.  Dennis  W.  Jahnigen,  Chairman,  Univ  of  CO  Health  Sciences  Center 

Vice  Chair/Retirement  Home  Expert 

Mr.  Robert  B.  Armstrong 

Cerontologist 

Dr.  Terrie  T.  Wetle,  Director,  Braceland  Center  for  Mental  Health  and  Aging 

Retirement  Home  Expert 

Mr.  David  F.  Lacy 

Deputy  Assistant  Secretary  of  Defense  (Personnel  Support,  Families  &  Education) 

Ms.  Carolyn  H.  Becraft 

Department  of  Defense  Comptroller  Representative 

Mr.  William  C.  Coonce 

Department  of  Defense  Health  Affairs  Representative 

Dr.  Sue  Bailey,  DASD,  Clinical  Services 

Department  of  Defense  General  Counsel  Representative 

Mr.  Forrest  S.  Holmes 

Deputy  Chief  of  Staff,  Personnel,  Department  of  the  Army 

LTG  Theodore  G.  Stroup,  Jr. 

Chief  of  Naval  Personnel 

Vice  Admiral  Frank  L.  Bowman 

Chief  Master  Sergeant  of  the  Air  Force 
CMSAF  David  J.  Campanale 

Sergeant  Major  of  the  Marine  Corps 

Sergeant  Major  Harold  G.  Overstrcet 

Sergeant  Major  of  the  Army 

Sergeant  Major  Richard  A.  Kidd 

Master  Chief  Petty  Officer  of  the  Navy 
MCPON  John  Hagan 
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Office  of  Management  and  Budget  Representative 

Ms     Phebe  Vickers,  Chief,  Operations  &  Support  Branch,  National  Security  Division 

Representative,  Service  Retiree  Council 

SMMC  David  W.  Sommers,  Ret,  Vice  President  for  Public  Relations  and  Marketing, 
Noncommissioned  Officers  Association 

Representative,  Department  of  Veterans  Affairs 

Ms.  Marsha  Goodwin-Beck 

Representative,  Department  of  Health  and  Human  Services 

Mr.  Peter  E.M.  Beach 

Chair,  USSAH  Board  of  Trustees 

Lieutenant  General  Billy  J.  Boles,  USAF,  DCSPER 

Director,  USSAH 

Major  General  Donald  C.  Hilbert,  USA,  Retired 

Chair,  USNH  Board  of  Trustees 

Master  Chief  Petty  Officer  of  the  Navy  Retired  Robert  J.  Walker,  USN,  Retired 

Director,  USNH 

Mr.  F.  Michael  Fox,  Jr. 


Assistant  to  the  Chair: 
Ms.  Betty  N.  McGraw 
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Armed    Forces    Retirement    Home 


United    States    Naval    Home 


Section   B 
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ARMED  FORCES  RETIREMENT  HOME 
UNITED  STATES  NAVAL  HOME 


EXECUTIVE  SUMMARY 


The  United  States  Naval  Home  fiscal  year  1996  operations  and 
maintenance  request  is  $11,979,000,  an  amount  of  $934,000  greater 
than  the  fiscal  year  1995  authority  of  $11,045,000.  The  increase 
is  a  result  of  mandatory  increases  in  employee  compensation  and 
benefits  and  allowed  inflation  increases  for  non-salary  costs.  The 
increase  will  support  a  Dementia  Care  Unit  which  presently  the  Home 
does  not  have.  The  unit  would  provide  the  resident  an  appropriate 
environment,  a  daily  structure  and  care  targeted  to  the  level  of 
dementia  severity.  It  would  afford  these  residents  comfort  and 
dignity  in  an  environment  supporting  their  capabilities  and 
compensating  for  their  loses.  The  increase  will  also  support  the 
increases  experienced  when  the  population  of  the  Home  grew  to  near 
capacity  a  year  earlier  than  originally  planned.  The  Home's  fiscal 
year  1996  Capital  request  is  $568,000.  These  funds  are  necessary 
for  major  plant  property  maintenance. 
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yiMOTEO  STORES  NAVAL  HOME 


USNH 
BOARD  OF  TRUSTEES 


DIRECTOR 

F.  M.  Fox 


1 

DEPUTY  DIRECTOR 

Larry  \ 

Veappa 

PL 

\NT 

RESI 

DENT 

FOOD 

MANAGEMENT 

AFFAIRS 

SERVICE 

SERVICE 

SERVICE 

Jim  Bvnett 

Robert  Locke 

RECRE 

ATION 

GERON 

TOLOGY 

SERVICE 

SERVICE 

Don  Cross 

1 

CLINICAL 

J.  Atwood.  MD 

NURSING 

H.  Donnan,  RN 

B-2 
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ARMED  FORCES  RETIREMENT  HOME 
UNITED  STATES  NAVAL  HOME 


OPERATION  AND  MAINTENANCE 


For  operation  and  maintenance  of  the  United  States  Naval  Home 
to  be  paid  from  the  Armed  Forces  Retirement  Home  Trust  Fund, 
$11,979,000. 


CAPITAL  OUTLAY 

For  construction  and  renovation  of  the  physical  plant  to  be 
paid  from  the  Armed  Forces  Retirement  Home  Trust  Fund,  $568,000,  to 
remain  available  until  expended. 
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ARMED  FORCES  RETIREMENT  HOME 
UNITED  STATES  NAVAL  HOME 
CAPITAL  OUTLAY 


1994  APPROPRIATION 

a.  Upgrade  Telephone  System $335,000 

b.  Install  Safety  Rails  in  Resident  Rooms 32,000 

c.  Construct  Additional  Parking  &  Repair  Existing  Parking  106,000 

TOTAL  $473,000 


1995  APPROPRIATION 

a.  Design  to  Replace  HVAC  Chillers $63,000 

b.  Repair  HVAC  Building  1 343,000 

TOTAL  $406,000 


1996  APPROPRIATION  REQUEST 

a.  Replace  Chillers,  HVAC $568,000 

TOTAL  $568,000 
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ARMED  FORCES  RETIREMENT  HOME 

UNITED  STATES  NAVAL  HOME 

SUMMARY  OF  CHANGES 


FY95  0*M  Appropriation $1 1.045.000 

Reimbursable  Obligations 0_ 

FY96  OtM  Request 11,979.000 

Reimbursable  ObOgatlons 0^ 

Net  Change 

1995  Current  Estimate  Base 

Workyears  Budget 
IE! 


Change  Irom  Base 
Workyears         Budget 


Mandatory  growth  In  payroll  costs 
lor  step  Increases  and  career 
promotions,  annuallzatlon  of  the 
FV95  pay  Increases.  FY96  pay 
Increases,  benefit  Increases  Irom 
FY96  pay  raise  lor  FERs.  Ins.  etc. 
and  Increase  In  FTE  to  support 

i  Unit  (mid-year) 


2.  Non-  salary  Increases.  3.3%  Inflation  rate 

Communications.  Utll.  Rent 

Fr'nUng  and  Reproduction 

Other  Services 

Supplies  and  Materials 


684.000 

23.000 

2.184.000 

951.000 


19.000 
1.000 
72.000 
31.000 


3.   Increases  due  to  program  changes 


Supplies  and  Materials 

TOTAL  BUILT-IN  INCREASES 


A.  Built-in: 

1.  Communications,  utll  .  Rents.. 
TOTAL  BUILT-IN  DECREASES 
NET  CHANGE 
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ARMED  FORCES  RETIREMENT  HOME 

UNITED  STATES  NAVAL  HOME 

PERSONNEL  SUMMARY 


INCREASE 
1994  1995  1996  OR 

ACTUAL         EST.  EST.      DECREASE 


TOTAL  COMPENSABLE  WORKYEARS: 

Full-time  equivalent  employment 178  174  181 

AUTHORIZED: 

Full-time  equivalent  employment 178  174  181 


B-10 


1314 


ARMED  FORCES  RETIREMENT  HOME 

UNITED  8TATES  NAVAL  HOME 

APPROPRIATIONS  HISTORY  1992-19SS 


YEAR     DESCRIPTION    CONGRESS       AUTHORIZED*     ALLOWANCE  ALLOWANCE         SUPPL 


.oss.ooo 

.253.000 

10.0S5.000 

1.253.000 

10.OSS.000 
1.253.000 

.070.000 

477,000 

10.77S.000 
473.000 

10.775.000 
473.000 

.136.000 

486.000 

10.77S.000 
473.000 

10.77S.O00 
473.000 

.045.000 
406.000 

11.204.000 
406.000 

10.775.000 
406.000 

Prior  to  FY  1092  tM  I 
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ARMED  FORCES  RETIREMENT  HOME 
UNITED  STATES  NAVAL  HOME 
STAFFING  HISTORY 


SALARIES  & 

FISCAL 

BENEFITS 

YEAR 

($000) 

FTE's 

1992 

5,869 

181 

1993 

6,224 

181 

1994 

6,265 

178 

1995  Est. 

7,084 

174 

1 996  Est. 

7,325 

181 

In  1994  a  major  reorganization  occurred.   Part  of  the 
reorganization  was  to  bring  certain  maintenance  contract 
functions  in  house  resulting  in  the  increase  in  1995. 
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ARMED  FORCES  RETIREMENT  HOME 

UNITED  STATES  NAVAL  HOME 

TOTAL  OBUQATIONS  BY  OBJECT  CLASS 


OFFTE 


FY  94 
ACTUAL 


INCREASE 
(DECREASE) 


11  PERSONNEL  COMPENSATION 

12  PERSONNEL  BENEFITS 

13  BENEFITS.  FORMER  PERSONNEL 

21  TRAVEL 

22  TRANSPORTATION  OF  THINGS 

23  COMMUNICATIONS.  UTILITIES: 
ELECTRICITY 

GAS 

TELEPHONE 

OTHER 

24  PRINTING  AND  REPRODUCTION 

25  OTHER  SERVICES 
ROUTINE  MAINTENANCE 
OPERATIONAL  CONTRACTS 
MEDICAL  CONTRACTS 
OTHER 

26  SUPPUES  AND  MATERIALS 
FUEL  OIL 
SUBSISTENCE 
PHARMACY/MEDICAL 
OTHER 

31  EQUIPMENT 

32  LAND  &  STRUCTURES  (CAPITAL  OUTLAY) 
42  CLAIMS 

SUBTOTAL  DIRECT  OBLIGATIONS 

REIMBURSABLE  OBUQATIONS  (O&M)* 

TOTAL  OBUQATIONS 

■Reimbursable*  u»ed  to  off**!  *alari** 


5.638.000 
1,446.000 


5.829.000 
1,496.000 


409,000 

410.000 

422.000 

12.000 

125,000 

129.000 

132.000 

3,000 

115.000 

110.000 

107.000 

(3,000) 

63,000 

35,000 

42.000 

7.000 

18,000 

23,000 

26.000 

3.000 

136.000 

79,000 

85.000 

6.000 

2.001.000 

1.729.000 

1.983.000 

254.000 

191.000 

167.000 

169.000 

2.000 

278.000 

209.000 

275,000 

66.000 

14,000 

8.000 

9.000 

1.000 

0 

0 

0 

0 

250.000 

278.000 

297.000 

19.000 

661.000 

665.000 

986.000 

321,000 

0 

0 

0 

0 

1.187,000 

406.000 

568.000 

162,000 

5.000 

0 

0 

0 

Si  1.825.000 

$11,451,000 

$12,547,000 

$1,096,000 

0 

0 

0 

0 

$11,825,000 

HMM.000 

$12,547,000 

$1,096,000 
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BOARD  OF  TRUSTEES 
UNITED  STATES  NAVAL  HOME 


Chair  &  ACRP  Rep, 

MCPON  Robert  Walker,  USN,  (Ret) 

Service  Chief  Personnel  Rep. 
RADM  Larry  R.  Marsh,  USN 
COL.   Clifford  O.  Myers,  III,  USMC 

Service  Senior  Enlisted  Rep. 
MCPON  John  Hagan,  USN 

Retirement  Home  Consultant 
Mr.  Steven  M.  Johnson 

Veterans  Administration  Rep. 
Mr.  George  Rodman 

Gerontology  Consultant 

Dr.  Ames  Try on,  D.D.S.,  Ph.D. 

Hospital  Rep. 

BG  Pedro  Rivera,  USAF 

Financial  Management  Consultant 
Mr.  Howard  Haas 

JAG  Rep. 

CAPT.  Russell  A.  Johnson,  JAG,  USN 

Director,  USNH 

Mr.  F.  Michael  Fox,  Jr. 

Home  Resident  Council  Rep. 
Mr.  Roland  L.  Morin 
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Armed    Forces    Retirement    Home 


United    States    Soldier's   and    Air  mens'    Home 


Section  C 


1319 


ARMED  FORCES  RETIREMENT  HOME 
UNITED  STATES  SOLDIERS'  &  AIRMEN'S  HOME 

EXECUTIVE  SUMMARY 

The  United  States  Soldiers'  and  Airmen's  Home  fiscal  year  1996 
operation  and  maintenance  request  is  $45,090,000  in  appropriations 
with  reimbursements  of  $230,000  for  a  total  budget  authority  of 
$45,320,000,  an  amount  $236,000  less  than  its  fiscal  year  1994 
budget  authority  of  $45,596,000  ($45,366,000  in  appropriations). 
After  funding  pay  raises  and  inflation,  this  reduced  funding  will 
result  in  a  reduction  of  4  FTE,  reduced  funding  for  service 
contracts,  supplies  and  equipment.  The  Home's  fiscal  year  1996 
capital  outlay  budget  request  is  $1,483,00.  These  funds  are 
required  to  do  renovation  projects  required  to  meet  minimum 
standards  in  support  of  residents. 
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USSAH 

BOARD  OF  TRUSTEES 

DIRECTOR 

MG  Donalc 
USA 

I C.  Hilbert, 
,Ret. 

DEPUTY  I 

HRECTOR 

JohnW 
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ENGINI 
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DIRECT 

DENT 
'ICES 
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DIRECT 
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rORATE 
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MANAG 
DIRECT 
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EMENT 

ORATE 

Paul  D.  Gleason.  MD 

Robert  J.  Grider 
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ARMED  FORCES  RETIREMENT  HOME 
UNITED  STATES  SOLDIERS'  AND  AIRMEN'S  HOME 


OPERATION  AND  MAINTENANCE 

For  maintenance  and  operation  of  the  United  States  Soldiers' 
and  Airmen's  Home,  to  be  paid  from  the  Armed  Forces  Retirement  Home 
Trust  Fund,  $45,090,000:  Provided,  That  this  appropriation  shall 
not  be  available  for  the  payment  of  hospitalization  of  members  of 
the  Home  in  the  United  States  Army  hospitals  at  rates  in  excess  of 
those  prescribed  by  the  Secretary  of  the  Army  upon  recommendation 
of  the  Board  of  Trustees  and  the  Surgeon  General  of  the  Army. 


CAPITAL  OUTLAY 

For  construction  and  renovation  of  the  physical  plant,  to  be 
paid  from  the  Armed  Forces  Retirement  Home  Trust  Fund,  $1,483,000, 
to  remain  available  until  expended. 


1322 


II 

§  § 
§  i 

i  z 

l  & 

5 

Q.         Q. 

£ 

1 

5.1 

§     § 

Si 

1    1 

in      cm* 

0>    & 

s 

§  § 
t  § 

in      cvf 


1323 


f   s 


&   - 

.     S     5 

R    5    § 


!! 

5-  E 


He 
III 


g        g    g 

o  o        o 


?1! 


»       »       o       e       n 


ill 


1  | 

5  S 

uj  X 

z  R 


s  3 

S  £ 

H;  o 

I  1 


3     5 


1324 


ARMED  FORCES  RETIREMENT  HOME 
UNITED  STATES  SOLDIERS'  &  AIRMEN'S  HOME 
CAPITAL  OUTLAY 


1994  APPROPRIATION 

a.  Sheridan  Design $3,220,000 

b.  Roofs 380,000 

c.  Utility  Tunnels 530,000 

d.  E.A.  KHC 300,000 

e.  Asbestos  Abatement 500,000 


TOTAL  $4,930,000 

1995  APPROPRIATION 

a.  Renovate  Scott  Kitchen  -  Cooler/Freezer $2,180,000 

b.  Roof  Replacement  for  Bldg  76 320,000 

TOTAL  $2,500,000 

1996  APPROPRIATION  REQUEST 

a.  Roof  Replacement $983,000 

b.  Retrofit  Mechanical  Systems 500,000 

TOTAL  $1,483,000 
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ARMED  FORCES  RETIREMENT  HOME 
UNITED  STATES  SOLDIERS'  I  AIRMEN'S  HOME 
SUMMARY  OF  CHANGES 


FY95  04M  Appropriation $45,366,000 

Reimbursable  Obligations 230,000 

FY96  0&M  Request 45.090.000 

Reimbursable  Obligations 230,000 

Nat  Chang* 

1995  Current  Estimate  Base 

Workyears  Budget 

(FTE's)  Authority 


$45,596,000 


Change  Irom  Base 
Workyears  Budget 

(FTE's)  Authority 


A.  Built-in: 

1.  Mandatory  growth  In  base  payroll  costs, 
Including  periodic  step  Increases,  career 

ladder  promotions,  offset  by  reduction 
In  Workers  Compensation  and  reduced 
staffing 846 

2.  Non -salary  Increased  by  Inflation  rate. 

Communications,  utilities,  rents 

Claims 

3.  Increases  due  to  program  changes 

Conversion  to  natural  gas  from  fuel  oil 

Claims 

TOTAL  BUILT-IN  INCREASES 

Decreases: 

A.  Built-in: 

1.  Travel  of  persons 

2.  Other  services  contracts 

3.  Supplies  and  materials 

4.  Equipment  requirements  (primarily  new 
supply  system) 

TOTAL  BUILT-IN  DECREASES 

NET  CHANGE 


.546.000 
5.000 


37.000 
4.248.000 
5.369.000 


(12.000) 
(419.000) 
(238.000) 
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ARMED  FORCES  RETIREMENT  HOME 
UNITED  STATES  SOLDIERS'  &  AIRMEN'S  HOME 
PERSONNEL  SUMMARY 


INCREASE 

1994 

1995 

1996 

OR 

ACTUAL 

EST. 

EST. 

DECREASE 

TOTAL  COMPENSABLE  WORKYEARS: 

Full-time  equivalent  employment 853  846  842  (4) 

AUTHORIZED: 

Full-time  equivalent  employment 933  912  842  (70) 
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ARMED  FORCES  RETIREMENT  HOME 

UNITED  (TATE*  SOLDIERS'  A  AIRMEN  S  HOME 

APPROPRIATIONS  HISTORY  1966-1995 


APPROPRIATION 


CRIPTIO 

EST.  TO 
N    CONORESS 

AUTHORUEP*     , 

HOUSE              SENATE 
ALLOWANCE   ALLOWANCE 

OIH 

CO 

32.S54.000 

33.276.000 
15.000.000 

33.506.000 
10.500.000 

OAM 
CO 

94.022.000 

4.465.000 

34.022.000 
15.000.000 

34.022.000 
16.241.000 

OAM 
CO 

37.0S0.000 

36.647.000 

38.303.000 
16.132.000 

OAM 
CO 

3S.643.000 

13.215.000 

37.6S7.000 
1S.000.000 

37.700.000 
15.000.000 

OAM 

CO 

37.S73.000 

8.500.000 

39.000.000 
8.S00.000 

39.573.000 
10.250.000 

OAM 
CO 

38.240.000 
S.500.000 

41.583,000 
11.SO0.000 

Deftr 
DSNjf 

41.583.000 
11.500.000 

OAM 
CO 

42.123.000 
4.220.000 

42.123.000 
4.220.000 

40.S6 1.000 
4.220.000 

42.123.000 
4.220.000 

OAM 
CO 

43.236.000 
7.174.000 

44.007.000 
7.174.000 

40.938.000 
4.178.000 

42.457.000 
6.000.000 

OAM 
CO 

43.448.000 
4.030.000 

4S.3S2.000 
4.930.000 

43.139.000 
4.930.000 

43.139.000 
4.930.000 

OAM 
CO 

44.095.000 
2.500.000 

45.366.000 
2.500.000 

45.616.000 
2.500.000 

45.616.000 
2.S00.000 

SUPP'L         TRANSFERS 


APPROPRIATION 

33.196.000 
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ARMED  FORCES  RETIREMENT  HOME 
UNITED  STATES  SOLDIERS'  &  AIRMEN'S  HOME 
STAFFING  HISTORY 


SALARIES  & 

FISCAL 

BENEFITS 

YEAR 

($000) 

FTE's 

1986 

23,894 

1,015 

1987 

25,508 

1,015 

1988 

26,923 

1,015 

1989 

27,891 

994 

1990 

28,997 

971 

1991 

29,795 

917 

1992 

31 ,064 

882 

1993 

31,991 

864 

1994 

32,761 

853 

1995  Est. 

33,831 

846 

1996  Est. 

34,292 

842 
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ARMED  FORCES  RETIREMENT  HOME 

UNITED  STATES  SOLDIERS'  &  AIRMEN'S  HOME 

TOTAL  OBLIGATIONS  BY  OBJECT  CLASS 


FY  94 

FY  95 

FY  96 

INCREASE 

ACTUAL 

ESTIMATE 

ESTIMATE 

(DECREASE) 

NUMBER  OF  FTE 

853 

846 

842 

(4) 

1 1  PERSONNEL  COMPENSATION 

26.S32.401 

27.196.241 

27.351.453 

155.212 

12  PERSONNEL  BENEFITS 

5.973.570 

6.364.988 

6.671,312 

306.324 

13  BENEFITS.  FORMER  PERSONNEL 

40.587 

40,000 

40,000 

0 

21  TRAVEL 

40.261 

36,853 

24,688 

(12.165) 

22  TRANSPORTATION  OF  THINGS 

7.435 

9.925 

10,223 

298 

23  COMMUNICATIONS.  UTILITIES: 

ELECTRICITY 

1.311.683 

1.282.211 

1.320,678 

38.467 

OAS 

29.539 

34.084 

438,945 

404.861 

TELEPHONE 

147,743 

176.804 

180,326 

3.522 

OTHER 

55.320 

52.531 

54.207 

1.676 

24  PRINTING  AND  REPRODUCTION 

4.078 

5.768 

6.072 

304 

25  OTHER  SERVICES 

ROUTINE  MAINTENANCE 

212.508 

322.678 

339.569 

16.891 

OPERATIONAL  CONTRACTS 

3.235.131 

3.408.958 

2.942.885 

(466.073) 

MEDICAL  CONTRACTS 

381.787 

477.018 

505.446 

28.428 

OTHER 

47,248 

39,289 

40.467 

1,178 

26  SUPPLIES  AND  MATERIALS 

FUEL  OIL 

750.039 

831,325 

449.350 

(381,975) 

SUBSISTENCE 

2.241.501 

2.391,922 

2.603.738 

211.816 

PHARMACY/MEDICAL 

847,246 

834.459 

857.854 

23.395 

OTHER 

1,007,177 

1.311,703 

1.219.701 

(92.002) 

31  EQUIPMENT 

229.064 

543,763 

27.442 

(516.321) 

32  LAND  &  STRUCTURES  (CAPITAL  OUTLAY) 

988,000 

4,600,000 

5.000,000 

400,000 

42  CLAIMS 

8,161 

5.481 

5.645 

164 

SUBTOTAL  DIRECT  OBLIGATIONS 

$44,090,478 

$49,966,000 

$50,090,000 

$124,000 

REIMBURSABLE  OBUGATIONS  (O&M)* 

213.899 

230.000 

230.000 

0 

TOTAL  OBLIGATIONS 

$44,304,377 

$50,196,000 

$50,320,000 

$124,000 

•Reimbur««b!e«  uted  to  offset  I 
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BOARD  OF  TRUSTEES 
U.S.  SOLDIERS'  AND  AIRMEN'S  HOME 

Chair/Chief  Personnel  Officer 

Lieutenant  General  Billy  J.  Boles,  USAF,  Deputy  Chief  of  Staff,  Personnel 

Chief  of  Engineers 

Lieutenant  General  Arthur  Williams,  USA,  CE 

Retirement  Home  Expert 

Dr.  Richard  D.  Reichard,  Executive  Director,  National  Lutheran  Home 
Compensation:  $1,228.16 

Gerontologist 

Dr.  L.  Gregory  Pawlson,  Chairman,  HCS,  George  Washington  University  Medical  Center 

Service  Expert,  Financial  Management 

Brigadier  General  A.  Doug  Bunger,  Deputy  Assistant  Secretary  of  the  Air  Force  (Budget) 

Department  of  Veterans  Affairs 

Mr.  Norman  E.  Browne,  Acting  Director,  Washington  VA  Medical  Center 

Resident  Advisory  Council 

Ms.  Martha  J.  Williams,  Chair,  Residents  Advisory  Committee 

Retiree  Advisory  Council 

Sergeant  Major  of  the  Army  Retired  William  A.  Connelly 
Compensation:  $920.92 

Senior  Noncommissioned  Officer 

Sergeant  Major  of  the  Army  Richard  A.  Kidd,  USA 

Military  Hospital 

Major  General  Ronald  Blanck,  USA,  Commander,  Walter  Reed  Army  Medical  Center 

Judge  Advocate  General 

Major  General  Nolan  Sklute,  USAF,  The  Judge  Advocate  General 

Director,  USSAH 

Major  General  Donald  C.  Hilbert,  USA,  Retired 

Commander,  US  Army  Community  and  Family  Support  Center 

Brigadier  General  John  G.  Meyers,  Jr,  USA 

Senior  Noncommissioned  Officer/ Alternate  Service 

Chief  Master  Sergeant  of  the  Air  Force  Gary  R.  Pfingston,  USAF 
Master  Chief  Petty  Officer  of  the  Navy  John  Hagan,  USN 
Sergeant  Major  of  the  Marine  Corps  Harold  G.  Overstreet,  USMC 
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STATEMENT  OF 

RICHARD  W.  CARLSON 

PRESIDENT  AND  CHIEF  EXECUTIVE  OFFICER 

CORPORATION  FOR  PUBLIC  BROADCASTING 

TO  THE  COMMITTEE  ON  APPROPRIATIONS 

HOUSE  OF  REPRESENTATIVES 

JUNE  2, 1995 
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STATEMENT  OF 

RICHARD  W.  CARLSON 

PRESIDENT  AND  CHIEF  EXECUTIVE  OFFICER 

CORPORATION  FOR  PUBLIC  BROADCASTING 

TO  THE  COMMITTEE  ON  APPROPRIATIONS 

HOUSE  OF  REPRESENTATIVES 

JUNE  2, 1995 


Thank  you  for  the  opportunity  to  submit  testimony  to  support  an  appropriation  for 
the  Corporation  for  Public  Broadcasting  (CPB)  for  Fiscal  Year  1998.     CPB  requests  an 
appropriation  for  FY  1998  of  $285.64  million.   This  amount  is  a  reduction  of  more 
than   $29  million  from  the  FY  1997  appropriated  level  of  $315  million.   This 
reduction  also  represents  a  freeze  in  funding  at  the  FY  1995  level. 

Many  in  the  Congress,  including  members  of  this  Committee,  advocate  changes  in 
public  broadcasting,  with  the  aim  of  reducing  or  eliminating  direct  federal  funding 
in  the  future. 

CPB  takes  this  request  for  reform  very  seriously.  We  want  to  work  with  the 
Congress  to  restructure  the  way  we  do  business  in  public  broadcasting.    In  fact,  we 
have  already  reduced  the  CPB  staff  by  20  percent,  from  115  to  93  employees.  Even 
without  staff  reductions,  less  than  five  percent  of  the  total  appropriation  goes 
toward  overhead,  one-third  less  than  other  non-profits  of  similar  size  or  larger. 

CPB's  primary  objective  is  to  ensure  that   every  American  has  the  opportunity  to 
choose  public  broadcasting.     We  have  no  vested  interest  in  how  that  is  done  or  who 
receives  credit  for  getting  it  done.   What  matters  to  us  is  that  public  broadcasting 
continues  to  serve  America.     Why?    Because  communities  across  the  country  count 
on  public  broadcasting  to  provide  quality  service  and  programming  that  is  local, 
educational,  non-commercial,  and  available  to  everyone. 

CPB  is  now  creating  incentives  to  encourage  efficiencies  in  station  operations  and 
streamline  the  system  overall.      We  are  exploring   every  available  alternative  to 
increase  public  broadcasting's  revenues  from  within.   In  the  absence  of   reliable  non- 
federal funding  sources,  some  federal  support  continues  to  be  necessary. 

This  appropriation  would  have  two  purposes:   a   base  appropriation  to  support 
public  broadcasting  in  the  long  term,  and  a  transitional  amount   to  cover  the  costs 
from  downsizing  and  finding  new  revenue  streams. 
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What  does  this  money  buy?  It  buys: 

•  one  and  one-half  billion  dollars  of  investment  from  the  private  sector. 

•  education  initiatives  such  the  National  Teacher  Training  Institute  that  helps 
teachers  teach  and  students  learn. 

•  programming  that  excites  our  minds  and  inspires  our  spirits  for  the  price  of 
one  small  box  of  popcorn  at  a  movie  per  person  per  year. 

When  CPB  examined  possible  reductions  and  reforms,  we  started  with  a  set  of 
principles  that  would  guide  our  efforts.     "Common  Sense  for  the  Future"  (attached), 
the  proposal  we  submitted  to  this  Committee,  builds  on  those  principles,   initiating 
ways  to  save  taxpayers  money  and  streamline  operations. 

CPB  started  with  efficiencies  within  public  broadcasting  that  would  effect  savings. 
These  efficiencies  include  station  mergers,  consolidations  and  other  efforts  at  joint 
operations,  deployment  of  new  automation  technologies  and  general  operating 
efficiencies.     Public  television  and  radio  will  initiate  these  efficiencies  in  part 
through  incentives  in  CPB's  grant  programs  that  have  been  developed  in  close 
consultation  with  the  public  broadcasting  community. 

CPB  also  explored  ways  to  generate  alternative  sources  of  revenue.  However,  we 
could  not  find  a  reliable,  continuing  revenue  stream  to  make  up  for  federal  funds, 
even  after  savings  from  efficiencies  within  the  system  are  figured  in.  CPB  asked  the 
financial  services  firm  of  Lehman  Brothers  to  project  the  funds  from  enhanced 
underwriting,  ancillary  income  and  transponder  leasing.     We  believe  this 
combination  represents  our  most  practical  opportunity  to  generate  increased  income 
now  available  to  public  broadcasting.   When  combined  with  the  cost  savings  that 
result  from  cost  reductions  and  efficiencies,  however,  there  are  still  not  sufficient 
funds  to  replace  the  federal  appropriation  in  full. 

What  we  may  gain  in  efficiency,  we  will  likely  lose  in  jobs  and  local  operations. 
On  the  television  side,  we  propose  limiting  the  total  CPB  grant  funding  for  all  the 
stations  in  each  market  to  the  amount  needed  for  a  single  station.   We  will  require 
radio  stations  to  meet  certain  audience  standards,  as  well  as  provide  non-duplicative 
programming  where  stations  exist  in  the  same  area.    At  the  same  time,  CPB  will 
ensure  that  all  Americans  will  continue  to  have  access  to  high  quality  programming 
provided  by  public  radio  and  television.  We  believe  that  arranging  new  ways  to 
distribute  grants  may  be  part  of  the  answer. 
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Making  "Common  Sense  for  the  Future"  happen  challenges  CPB,  but  most  of  all  it 
challenges  the  system  we  serve.     CPB  is  committed  to  working  with  the  stations  and 
the  other  national  organizations  to  fashion  a  plan  that  will  maximize  efficiencies 
and  significantly  restructure  the  CPB  grants  program. 

One  option  for  funding  public  broadcasting  that  has  been  discussed  is  the  possibility 
of  raising  revenue  from  ATV  spectrum  (the  so-called  "second  channel")  sales  or 
leases.   ATV  provides  some  exciting  possibilities.    However,  the  technological, 
political  and  legislative  unknowns  are  too  great  to  make  any  reliable  estimates  of 
the  potential  value  of  excess  ATV  spectrum  sales  or  leases. 

As  technology  moves  forward  and  allows  public  broadcasters  to  take  advantage  of 
new  technological  markets  related  to  ATV  and  other  financial  opportunities,  the 
reliance  on  a  continued  appropriation  will  be  reduced.    For  the  immediate  future, 
however,  CPB  requests  an  appropriation  in  FY  1998  to  implement  some  of  the 
changes  we  propose  that  can  be  accomplished  now  and  will  result  in  real  future 
savings. 

Thank  you  once  again  for  the  opportunity  to  submit  testimony  in  support  of  the 
Corporation  for  Public  Broadcasting.   I  believe  that  we  at  CPB  are  making  every 
effort  to  begin  a  change  in  public  broadcasting.    Congress  has  invested  billions  of 
taxpayer  dollars  over  the  past  twenty-five  years  to  help  build  the  public  broadcasting 
system.  Public  broadcasters,  the  members  of  this  Committee  and  Congress  as  a 
whole  are  reexamining  ways  to  more  efficiently  and  creatively  do  what  public 
broadcasting  does  well.  This  process  is  underway  at  CPB  and  continues. 
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COMMON  SENSE  FOR  THE  FUTURE 


In  March,  the  chairmen  of  the  House  Telecommunications  Subcommittee  and  the 
House  Appropriations  Subcommittee  on  Labor/HHS  directed  the  Corporation  for 
Public  Broadcasting  to  develop  proposals  to  achieve  independence  from  the  annual 
appropriation.   To  understand  the  magnitude  of  this  challenge,  it  is  important  to  keep 
in  mind  the  fragile  financial  status  of  the  public  broadcasting  system. 
The  vast  majority  of  support  for  public  broadcasting  —  over  86  percent  of  total 
revenues  --  comes  from  non-federal  sources,  including  individual  subscribers, 
businesses,  foundations,  state  and  local  governments,  colleges  and  universities. 
The  CPB  funding  —  which  represents  about  14  percent  of  total  revenues  for  the 
industry  -  is  seed  money  for  the  successful  public-private  partnership  that  historically 
generates  five  to  six  dollars  in  non-federal  support  for  every  dollar  of  federal  money. 

CPB's  challenge,  then,  was  to  devise  a  plan  that  would:  preserve  the  mission  of  public 
broadcasting;  realize  significant  efficiencies;  generate  new  revenue  to  replace  to  the 
greatest  extent  possible  the  current  appropriation;  and  recommend  to  the  Congress 
realistic  funding  options  for  ensuring  the  continued  viability  of  important  programs 
and  services.  The  approach  was  service-based  rather  than  institutional;  that  is,  a 
primary  emphasis  was  placed  on  preserving  and  strengthening  the  products  and 
programs,  and  not  necessarily  the  service  providers. 

The  process  was  as  inclusive  and  as  thorough  as  could  be  done  in  such  a  limited  time. 
CPB  engaged  the  respected  investment  banking  firm  of  Lehman  Brothers  to  analyze  a 
variety  of  potential  new  sources  of  revenue  for  public  broadcasting  based  on 
assumptions  developed  with  CPB  and  other  public  broadcasting  entities. 
The  major  national  organizations  of  public  broadcasting  —  the  Public  Broadcasting 
Service,  National  Public  Radio,  Public  Radio  International,  the  Association  of 
America's  Public  Television  Stations,  and  the  National  Federation  of  Community 
Broadcasters  --  were  also  consulted  in  an  effort  to  create  an  industry-wide  consensus. 
In  addition,  CPB  convened  working  groups  of  public  radio  and  television  managers  to 
help  develop  incentives  to  eliminate  administrative  duplication  at  stations  and 
service  duplication. 

This  is  not  meant  to  be  a  definitive  blueprint.   Rather,  we  see  this  as  the  starting  point 
for  a  productive  dialogue  with  the  Congress  from  which  the  public  will  benefit.  Many 
of  these  ideas  would  require  statutory  changes;  others,  amendments  to  FCC  policies  or 
administrative  codes.    Many  other  organizations  and  individuals  in  the  public  and 
private  sectors  will  want  to  have  input  as  well.  These  proposals  are  intended  as  a 
starting  point  for  the  dialogue  —  a  common  sense  for  the  future. 
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CORE  PRINCIPLES  OF  PUBLIC  BROADCASTING 

From  the  beginning  of  the  planning  process,  CPB  was  guided  by  the  principles  of  the 
Public  Broadcasting  Act  of  1967  that  reflect  the  essential  public  service  nature  of  this 
system  and  include  the  following  elements: 

•  Public  broadcasting  is  fundamentally  a  local  institution,  rooted  in  the  social, 
educational  and  cultural  fabric  of  hundreds  of  communities  across  the  country, 

•  The  programs  and  services  of  public  broadcasting  must  be  available  to  all 
Americans,  regardless  of  their  location  or  ability  to  pay; 

•  Lifelong  education  is  the  founding  goal  of  public  broadcasting  and  must  be 
preserved;  and 

•  The  noncommercial  character  of  public  broadcasting,  as  well  as  its  editorial 
integrity  and  independence,  are  critical  to  its  public  service  mission. 

These  principles  have  been  reaffirmed  by  bipartisan  majorities  in  Congress,  by 
overwhelming  public  support,  and  by  the  activities  of  the  public  broadcasting  system. 
The  proposals  in  this  report  seek  to  ensure  that  the  public  telecommunications  system 
of  the  future  remains  faithful  to  its  essential 
mission. 


SUMMARY  OF  THE  PROPOSAL 

This  proposal  details  ways  to  reduce  costs  in  the  public  broadcasting  system,  including 
reforms  specific  to  public  television  and  radio.  It  describes  and  analyzes  new  non- 
federal sources  of  revenues.  Finally,  it  addresses  the  remaining  federal  role.   One 
result  will  be  a  series  of  difficult  choices. 

L  REDUCING  COSTS 

Public  broadcasting  is  not  exempt  from  the  need  of  all  modern  institutions  to  conduct 
regular  and  rigorous  self-examination.  CPB  is  prepared  to  make  difficult  choices  in  the 
face  of  limited  resources.  The  economics  are  inescapable.  The  desire  of  both  Congress 
and  the  Administration  to  reduce  or  reinvent  government  reflects  a  legitimate  interest 
in  ensuring  that  publicly  funded  organizations  operate  more  efficiently  and  effectively. 

CPB  is  committed  to  concrete  measures  that  will  address  overlapping  signals  and 
duplication  of  service,  insulate  smaller  budget  stations  from  the  full  burden  of 
reduction  in  federal  funds,  and  assure  continuing  support  for  minority  and  rural 
services.  CPB  is  now  engaged  in  a  consultation  with  the  public  television  and  public 
radio  licensees  to  craft  specific  mechanisms  that  will  achieve  these  objectives. 
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If  fully  implemented,  the  following  proposals  would  lead  to  some  of  the  most  far 
reaching  changes  in  public  broadcasting's  operations  and  financing  since  the  creation 
of  the  current  system  27  years  ago.  They  would  involve  restructuring  of  programs, 
people,  and  assets.  Jobs  would  be  eliminated.  Stations  would  be  consolidated.  Some 
might  go  off  the  air,  and  fewer  communities  would  enjoy  the  distinctive  local  services 
that  have  come  to  characterize  public  broadcasting.  We  are  presenting,  however,  a 
course  of  action  that  adjusts  to  new  fiscal  realities  and  works  to  preserve,  to  the  greatest 
extent  possible,  the  essential  integrity  and  mission  of  public  broadcasting,  including 
high-quality  national  programming. 

This  plan  builds  on  CPB  efforts  already  underway  to  encourage  system  consolidation, 
joint  operating  efforts,  and  adoption  of  new  technologies.   It  also  responds  to 
congressional  concerns  about  duplication  and  overlap. 

The  specific  proposals  can  be  divided  into  three  categories: 


A.        SYSTEM-WIDE  COST  REDUCTIONS 

1.  A  portion  of  federal  funding  will  be  directed  toward  encouraging  and 
supporting  cost-reduction  efforts  on  the  local  level.  These  could  include  mergers  and 
consolidations  of  existing  licensees;  joint  operating  agreements;  greater  use  of 
automation  and  new  technologies;  and  general  operating  efficiencies.    While 
financially  attractive,  there  are  legal,  regulatory  and  political  consequences: 

Neither  CPB  nor  any  other  public  broadcasting  organization  has  the 
authority  to  require  cooperative  efforts.   Leverage  comes  from  the  ability 
to  provide  incentives  or  disincentives  to  stations  through  the  grant 
process; 

Mergers  and  consolidations  of  licensees  would  require  FCC  approval; 

The  Communications  Act  prohibits  license  transfers  that  would 
substantially  decrease  competition  or  otherwise  would  not  be  in  the 
public  interest;  and 

Licensees  representing  a  multiplicity  of  institutions  (such  as  community 
groups,  universities,  school  districts,  municipalities,  and  state 
governments)  would  be  subject  to  the  various  laws  and  policies  that 
govern  their  operations.   No  uniform  agreement  or  code  can  be  assured. 

2.  CPB  grant  funds  will  be  redistributed  to  ensure  that  smaller  stations  are 
insulated  from  the  immediate  impact  of  funding  cuts.  While  larger  licensees  will  bear 
a  greater  burden  of  the  reductions,  they  will  not  be  graduated  from  CPB  grants  simply 
because  of  their  larger  size  or  the  fact  that  they  rely  on  the  federal  funds  for  a  smaller 
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percentage  of  their  income.    CPB's  goal  will  be  to  reward,  not  discourage,  efforts 
toward  self-sufficiency  and  to  encourage  economies  of  scale  that  often  result  in  larger 
organizations. 

3.  CPB  and  the  other  organizations  representing  public  broadcasting  (PBS,  NPR, 

APTS,  PRI,  and  NFCB)  will  streamline  their  operations  and  become  more 
entrepreneurial  as  CPB  funds  are  increasingly  directed  toward  achieving  efficiencies  at 
the  stations  and  strengthening  market  mechanisms  in  the  industry. 


B.        PUBLIC  TELEVISION  COST  REDUCTIONS 

1.  In  each  market,  CPB  will  provide  funding  sufficient  for  one  station. 

2.  To  ensure  universal  service,  stations  that  are  not  financially  viable  without 
federal  support  will  receive  transition  funding  to  affiliate  with  a  larger,  more  secure 
station. 

3.  In  communities  that  are  not  able  to  support  a  full-service  station,  CPB  will 
provide  funding  to  ensure  that  a  public  television  signal  can  be  imported  from  a 
neighboring  region. 

4.  CPB-supported  stations  will  be  required  to  spend  an  amount  greater  than  their 
grant  on  shared  programs  and  services. 

C        PUBLIC  RADIO  COST  REDUCTIONS 

1.  CPB  grants  will  be  limited  to  stations  that  provide  the  greatest  level  of  listener 
service  in  a  market.   An  overlapping  station  will  receive  funding  only  where  it  meets 
strict  requirements  for  audience  size,  service,  and  diversity  of  programming. 

2.  New  stations  will  receive  CPB  grants  only  if  they  serve  new  areas  or  audiences 
not  currently  served  by  public  radio. 


3.         Funding  will  continue  to  be  directed  to  public  radio  stations  that  provide  the 
sole  broadcast  service  in  their  communities,  or  specific  service  to  rural  and  minority 
communities. 
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Net  cost  reductions  from  television  mergers  and  consolidations 
Year  2000  ($  millions) 


High  estimate 

Low  estimate 

Cumulative  percentage  of 
stations  merged 

50% 

25% 

Cost  Reductions  (1) 

$11,321 

$5,661 

Cumulative  cost  reductions 

$37,738 

$18,869 

Less  severance 

($3,128) 

($1,564) 

Cumulative  net  cost  reductions 
from  mergers  U) 

$34,610 

$17,305 

1 .  Eliminated  expenses  less  anticipated  lost  revenue  for  stations  merged. 

2.  Cumulative  net  cost  reductions  less  severance  paid. 

3.  Source:  Lehman  Brothers  analysis. 


NEW  SOURCES  OF  REVENUE 


The  results  of  analysis  performed  by  Lehman  Brothers  and  others  who  have  studied 
potential  new  streams  of  revenue  lead  public  broadcasters  to  one  inescapable 
conclusion:  today  there  is  no  combination  of  new  income  sources  that  can  fully  replace 
the  annual  appropriation. 

The  Lehman  Brothers  analysis  looked  at  possible  income  streams  over  a  five  year 
period.   The  projections  rely  on  numerous  assumptions  developed  by  CPB  and  other 
public  broadcasting  entities.  They  have  not  been  empirically  tested  or  independently 
verified.   Like  all  projections,  they  are  by  their  nature  estimates  that  may  or  may  not 
prove  to  be  accurate.   The  revenue-producing  proposals  are  also  consistent  with  the 
essential  character  of  public  broadcasting.  It  was  assumed,  for  the  purpose  of  analysis, 
that  programs  would  continue  to  be  aired  without  interruption,  and  national  coverage 
would  be  preserved. 


A.    ANCILLARY  REVENUE 


Ancillary  revenue  from  programs  —  the  so-called  "Barney"  solution  -  has  been 
portrayed  in  the  press  as  an  easy  font  of  immediate  cash  for  public  broadcasting.  In  fact, 
absent  significant  new  capital  for  investment  in  programming,  such  arrangements  can 
only  be  expected  to  bring  in  an  additional  $5  million  a  year. 

This  is  because  few  public  television  programs  make  money  for  their  producers  or 
funders.  Even  though  public  broadcasting  has  generally  been  able  to  claim  as  much  as 
35  percent  of  the  ancillary  rights  for  as  little  as  a  ten  percent  investment,  that  translates 
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into  one  percent  of  the  retail  cost  of  products.  As  the  charts  below  illustrate,  characters 
or  products  that  generate  $800  million  in  sales  will  only  bring  back  $20  million  to  the 
program  producer,  and  of  that  only  $6.7  million  will  flow  to  public  broadcasting.  The 
way  to  increase  the  return  is  to  significantly  increase  the  ownership  of  programs.  That 
would  require  additional  hundreds  of  millions  of  dollars  that  are  not  now  available  to 
CPB  or  public  broadcasting. 


Income  Potential  from  Ancillary  Revenues 

Hypothetical  Illustration  (a) 

(S  in  Millions) 


$800  million 


letailer 


Wholesaler 


Licensee  - 
Manufacturer 


$800.0 


$80.0 


Program  Producer  $20.0 


Public 
Broadcasting 


Progam  Product  r 
S13J     v 


Based  on  NERA  study 

Estimated  gross  revenues  from  the  sale  of  Children's  Television  Workshop  character-related  merchandise 
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B.  SPECTRUM  SALES  OR  SWAPS 


A  careful  analysis  determined  that  the  sale  of  existing  non-commercial  broadcast 
spectrum,  or  the  swap  of  VHF  for  UHF  frequencies  are  not  viable  options.  Neither  CPB 
nor  any  other  national  organization  holds  broadcast  licenses,  nor  can  they  compel  the 
sale,  lease,  or  swap  of  spectrum  or  channel  allocations  that  are  now  held  by  local  public 
broadcasting  authorities  throughout  the  country.   Both  would  require  significant 
changes  to  current  legislation  and  FCC  regulations.  Finally,  even  if  Congress  were  to 
authorize  the  sale,  lease,  or  swap  of  any  frequency,  there  is  no  mechanism  to  aggregate 
and  rationally  distribute  the  proceeds,  although  some  individual  stations  might  benefit. 


C.   ADVERTISING 

In  order  to  minimize  the  negative  impact  advertising  would  have  on  public 
broadcasting  services,  the  Lehman  Brothers  analysis  uses  assumptions  that  limit 
the  location,  frequency,  and  length  of  advertising  spots.   Based  on  this  model, 
advertising,  at  least  in  the  traditional  sense,  was  found  to  be  a  net  money-loser  because 
of  the  offsetting  effects  of  taxes,  increased  production  costs,  commissions,  and  lost 
contributors.   It  also  violates  one  of  the  core  principles  oudined  above  (i.e.  the  non- 
commercial character  of  public  broadcasting).  However,  CPB  does  support  conducting  a 
carefully  controlled  experiment  that  would  test  these  assumptions. 


D.    ENHANCED  UNDERWRITING 

Enhanced  underwriting  can  be  projected  to  provide  incremental  gains  in  revenue.  The 
Lehman  Brothers  analysis  showed  a  potential  increase  of  $8.2  million  for  television, 
and  between  $0.5  million  and  $2.4  million  for  radio  in  the  first  year.   By  2000,  enhanced 
underwriting  for  television  and  radio  could  bring  in  as  much  as  $64  million.   This 
would  require  some  modification  to  the  current  FCC  guidelines,  but  would  not  alter  the 
noncommercial  nature  of  public  broadcasting.   Changes  in  underwriting  practices  will 
have  negative  impacts  on  both  program  underwriting  and  membership  support.   CPB 
research  has  consistendy  shown  a  high  degree  of  public  resistance  to  the  inclusion  of 
overdy  commercial  messages  on  public  radio  or  public  television. 


1345 


Comparison  of  enhanced  underwriting  vs.  advertising 
Year  2000 
($  millions) 


Enhanced 
Underwriting 
High  Estimate 

Enhanced 
Underwriting 
Low  Estimate 

Advertising 

Television 

Revenues  less  direct  costs 

$134.4 

$91. 8 

$163.5 

Taxes 

SO 

$0 

($65.4) 

Increased  production  costs 

SO 

$0 

($41.2) 

Loss  of  current  underwriting 

($93.1) 

($60.9) 

($83.6) 

Loss  of  membership  revenue 

($5.7) 

($5.7) 

($14.4) 

Incremental  income 

$35.6 

$25.1 

($41.1) 

Radio 

Revenues  less  direct  costs 

$57.0 

$25.8 

$73.2 

Taxes 

$0 

$0 

($29.3) 

Increased  production  costs 

$0 

$0 

($9.5) 

Loss  of  current  underwriting 

($27.8) 

($16.1) 

($25.0) 

Loss  of  membership  revenue 

$0 

$0 

($63.5) 

Incremental  income 

$29.1 

197 

($54.2) 

1 .  Source:  Lehman  Brothers  analysis. 

E.  TRANSPONDER  LEASING 

Through  digital  compression,  satellite  capacity  is  expected  to  increase  at  some  future 
date.  This  would  create  a  potential  opportunity  to  lease  additional  transponder  space. 
The  Lehman  Brothers  analysis  projects  a  possible  income  stream  for  public  television 
of  about  $2  million  in  1996  growing  to  about  $7  million  by  2000.  The  leasing  of  any 
excess  capacity,  however,  will  diminish  the  ability  of  public  television  to  serve  its 
fundamental  educational  mission,  and  would  potentially  displace  other  members  of 
the  educational  community  that  utilize  the  transponder  capacity  of  public  broadcasting 
for  distance  learning,  instructional  television,  and  educational  outreach. 


in.  SUMMARY  OF  COST  REDUCTIONS  AND  NEW  REVENUE  SOURCES 


Based  on  Lehman  Brothers  analyses,  new  on-going  sources  of  revenue  from  enhanced 
underwriting,  ancillary  income,  and  transponder  leasing  might  generate  $11.1  million 
in  income  starting  in  1996,  and  by  2000  this  might  grow  to  $76.7  million.     In  the  most 
aggressive  scenario  analyzed  by  Lehman  Brothers,  public  broadcasting  could  expect  to 
reduce  its  annual  costs  by  $96  million  over  five  years.  While  substantial,  these 
revenues  alone  are  insufficient  to  replace  the  current  federal  appropriation.   Continued 
public  support  is  essential. 
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Summary 
Potential  sources  of  cost  reduction  and  revenue 
High  estimate   ($  millions) 


1996 

1997 

1998 

1999 

2000   | 

Cost  Reductions 

1.  Mergers  and  consolidations 

$0 

$5.5 

$13.0 

$23.3 

$34.6 

2.  Automation 

$3.7 

$15.8 

$32.1 

$48.3 

$60.9 

Subtotal 

$3.7 

$21.2 

$45.1 

$71.6 

$95.6 

New  Revenue  Sources 

1.  Radio  enhanced  underwriting 

$0.5 

$6.2 

$11.8 

$20.4 

$29.1 

2.  TV  enhanced  underwriting 

$8.2 

$17.1 

$25.3 

$31.9 

$35.6 

3.  Satellite  transponder  leasing 

$1.9 

$4.6 

$5.2 

$6.8 

$6.8 

4.  Ancillary  income 

$0.5 

$2.7 

$4.9 

$5.1 

$5.2 

Subtotal 

$11.1 

$30.6 

$47.2 

$64.2 

$76.7 

Total 

$14.8 

$51.8 

$92.2 

$135.8 

$172.2 

1.  Source:  Lehman  Brothers  analysis. 


Summary 
Potential  sources  of  cost  reduction  and  revenue 
Low  estimate  ($  millions) 


1 

1996 

1997 

1998 

1999 

2000 

Cost  Reductions 

1.  Mergers  and  consolidations 

$0 

$2.7 

$6.5 

$11.6 

$17.3 

2.  Automation 

$2.8 

$11.8 

$24.0 

$36.3 

$45.7 

Subtotal 

$2.8 

$14.6 

$30.5 

$47.9 

$63.0 

New  Revenue  Sources 

1.  Radio  enhanced  underwriting 

$2.4 

$6.2 

$7.5 

$9.4 

$9.7 

2.  TV  enhanced  underwriting 

$5.4 

$12.6 

$18.5 

$22.6 

$25.1 

3.  Satellite  transponder  leasing 

$1.9 

$4.6 

$5.2 

$6.8 

$6.8 

4.  Ancillary  income 

$0.5 

$2.7 

$4.9 

$5.1 

$5.2 

Subtotal 

$10.2 

$26.1 

$36.1 

$43.9 

$46.8 

Total 

$13.0 

$40.7 

$66.6 

$91.8 

$109.8 

1.  Source:  Lehman  Brothers  analysis. 
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IV.  MAKING  THE  TRANSITION 

A.    ANNUAL  APPROPRIATION 

The  combination  of  cost  reductions  and  revenue  increases  described  here  could  not 
compensate  for  a  complete  loss  of  the  federal  appropriation. 

In  the  absence  of  a  reliable  alternative,  a  continued  federal  appropriation  is  necessary. 
That  appropriation  would  have  two  components: 

1.  A  base  appropriation  to  provide  long  term  support  for  those  programs  and  services 
stations  provide  which  at  this  time  have  no  realistic  prospect  of  attracting  sufficient 
external  funding  to  become  self-supporting  (e.g.,  educational,  children's,  and  outreach 
programs  and  services). 

2.  A  transitional  fund  which  would  enable  public  broadcasters  to  implement 
efficiencies  and  launch  new  revenue  streams.   This  amount  would  be  phased  out  over 
time.  It  would  be  used  for  costs  related  to  mergers,  consolidations  or  automation,  such 
as  purchases  of  new  equipment,  severance  pay  for  employees,  and  training  in 
underwriting  sales.   As  the  charts  above  illustrate,  assuming  an  appropriation  frozen  at 
the  FY  95  level  of  $285.6  million,  public  broadcasting  would  have  available  between 
$13.0  and  $14.8  million  in  fiscal  year  1996  to  carry  through  the  restructuring  outlined  in 
this  plan.  In  fiscal  year  1997,  when  restructuring  is  fully  underway  between  $40.7  to 
$51.8  million  would  be  available. 


B.  ALTERNATIVE  SOURCES  OF  PUBLIC  SUPPORT:  ATV  SPECTRUM  AND  TRUST 
FUND 

The  leaders  of  the  104th  Congress  have  reaffirmed  their  support  for  the  value  of  public 
telecommunications.   They  have  said,  too,  that  it  must  be  self-financing  and  that  they 
are  prepared  to  work  with  the  public  broadcasting  industry  to  achieve  that  goal.  This 
presents  us  with  the  opportunity  to  consider  innovative  alternatives. 


1.   ATV  Spectrum 

Congress  has  long  recognized  that  spectrum  is  a  public  resource,  and  a  portion  of  the 
spectrum  is  explicitly  reserved  for  noncommercial  and  educational  purposes.   In 
keeping  with  this  public  service  goal,  we  considered  the  opportunities  presented  by  the 
future  availability  of  ATV  spectrum,  including  the  possibility  of  realizing  fees  on  its 
use,  transfer,  or  licensing. 


10 


1348 


Should  Congress  or  the  FCC  so  direct,  the  sale  or  lease  of  an  additional  6  MHz  of 
spectrum  allocated  for  ATV  could  represent  a  substantial  revenue  opportunity  for 
public  broadcasters.  But  any  value  that  might  be  obtained  will  depend  on  widespread 
public  adoption  of  digital  television  and  other  advanced  technologies.   The  most 
reliable  estimates  by  Congress  and  the  FCC  indicate  this  may  be  ten  years  or  more  in  the 
future. 

Sale  or  lease  of  this  spectrum  would  come  with  a  high  price  for  public  broadcasters  if 
adoption  of  high  definition  television  (HDTV)  is  widespread.   It  is  unlikely  there  exists 
sufficient  spectrum  for  both  HDTV  transmission  and  other  uses.   The  sale  or  lease  of 
ATV  spectrum  may  leave  public  television  without  the  spectrum  to  offer  HDTV 
broadcasts  to  the  public  when  digital  ATV  becomes  fully  established. 


2.  Trust  Fund 

Although  commercial  use  of  excess  ATV  spectrum  does  not  appear  to  have  any  clear 
potential  for  revenue  generation  in  the  immediate  term,  public  broadcasting  welcomes 
the  opportunity  to  work  with  the  Congress  to  identify  and  establish  a  reliable  long-term 
financing  mechanism. 

The  creation  of  a  fully  private  trust  fund  was  seriously  debated  when  Congress  first 
authorized  public  broadcasting  nearly  thirty  years  ago.  It  was  rejected  at  the  time,  but 
the  rationale  remains  compelling:  establish  a  trust,  the  income  from  which  will  assure 
that  high  quality  educational  and  informational  programs  and  services  are  available 
free  of  charge  for  all  Americans. 

We  recommend  that  Congress  authorize  such  a  trust. 

We  have  examined  a  number  of  options  to  capitalize  a  trust  fund  from  non- 
appropriated sources.   Several  may  merit  further  consideration.   We  look  forward  to 
exploring  these  and  any  other  alternatives  Congress  may  suggest  to  make  such  a  trust 
fund  viable. 


C.   ADDITIONAL  MEASURES 

In  conducting  this  review,  public  broadcasters  identified  a  number  of  additional 
measures  Congress  could  consider  which  would  further  significantly  public 
broadcasting's  efforts  to  achieve  self-sufficiency.  These  include  such  actions  as: 

Giving  public  broadcasting  relief  from  the  Unrelated  Business  Income  Tax  (UBIT)  and 
preserving  its  tax-exempt  status  when  revenues  are  reinvested  in  public 
telecommunications  services. 
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Dissolving  restrictions  embodied  in  federal  government  liens  on  Public 
Telecommunications  Facilities  Program  (PTFP)  funded  equipment  and  facilities. 

Requesting  favorable  treatment  in  non-profit  postal  regulations  pertaining  catalog 
mailings  and  sales. 

Extending  favorable  copyright  provisions  to  include  the  use  of  copyrighted  works  in 
new  media  and  provide  for  additional  educational  uses  of  public  broadcasting 
programs. 

Encouraging  government  agencies,  schools,  libraries  and  other  educational  institutions 
to  form  partnerships  with  public  broadcasters  for  the  purpose  of  serving  community, 
informational,  cultural  and  educational  needs. 
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JUSTIFICATION  OF  THE  BUDGET  ESTIMATES 


® 


CORPORATION  FOR  PUBLIC  BROADCASTING 


Appropriation  Request 
for  Fiscal  Year  1998 


Submitted  to  the  Labor,  Health  and  Human  Services, 

Education,  and  Related  Agencies  Subcommittee  of  the 

House  Appropriations  Committee 

and 

To  the  Labor,  Health  and  Human  Services,  Education, 

and  Related  Agencies  Subcommittee  of  the 

Senate  Appropriations  Committee 


February  1995 


c 


1351 
RPORATION  FOR  PUBLIC  BROADCASTING 

Appropriation  Request  for  Fiscal  Year  1998 


Executive  Summary  1 

Public  Broadcasting  in  Today's  World  4 

Functions  of  CPB  Funds  6 

Station  Support  7 

What  Are  Community  Service  Grants?  7 

Level  Funding  and  Cost-Efficiencies  7 

Television  8 

Radio  10 

Programming  13 

Television  13 

Radio  15 

System  Support  16 

CPB  Operations  18 

Administration  Request  19 
Appendices 

A.  Expansion  Grant  Recipients  22 

B.  System  Development  Fund  27 

C.  Board  of  Directors  31 

D.  Organizational  Chart  32 

E.  Congressional  Directives  33 

F.  Appropriation  History  37 

G.  Basis  for  Advanced  Funding  38 
H.  Projected  Nonfederal  Income  40 
I.  Income  of  Public  Broadcasting  by  Source  41 
J.  Proposed  Appropriation  Language  42 
K.  Community  Service  Grant  Criteria  43 
L.  Multi-Year  Funding — Television  Program  Fund  44 


1352 


Executive  Summary 


CPB  Requests  $315  Million  for  FY  1998 

I  he  Corporation  for  Public  Broadcasting  (CPB) 
requests  an  appropriation  of  $315  million  for  fiscal  year  (FY)  1998  to  meet  its  statutory 
mission  of  facilitating  the  development  of  public  telecommunications  in  the  United  States. 

This  funding  level  is  equal  to  the  amount  appropriated  in  FY  1997.  CPB  recognizes  the 
fiscal  constraints  under  which  Congress  must  operate,  and  therefore  is  not  requesting  an 
increase  for  FY  1998. 

FY  1998  Request  $315  Million 


FY  1997 

FY  1998 

Proposed  Change 

General  Support 

$315,000,000 

$315,000,000 

$            0 

Totals 

$315,000,000 

$315,000,000 

$            0 

It  is  CPB's  responsibility,  as  directed  by  Congress,  to  use  these  funds  to  support  the 
production  and  distribution  of  programming,  and  the  development  of  local  education  and 
community  services.  CPB's  request  can  be  divided  into  four  parts: 

(1)  Station  Support  comes  from  CPB  in  the  form  of  Community  Service  Grants  (CSGs) 
and  other  similar  grants  to  local  public  radio  and  television  stations.  Stations  use  CSGs  to 
provide  high-quality  programming  and  educational  services  to  virtually  every  American, 
regardless  of  location  or  income.  CPB  expects  to  allocate  $207.8  million  in  FY  1998  under  a 
formula  set  by  law  for  CSGs  to  public  radio  and  television  stations. 

(2)  Programming  funds  are  used  to  address  a  broad  range  of  issues  and  serve  diverse 
populations  through  innovative  radio  and  television  programming,  as  well  as  through 
multimedia  and  outreach  efforts.  CPB  expects  to  spend  $74.0  million  in  FY  1998  for  radio 
and  television  programming  that  reflects  national  issues  and  priorities.  To  fulfill 
congressional  directives,  CPB  will  allocate  a  significant  percentage  of  its  programming 
funds  to  support  the  Independent  Television  Service  (ITVS)  and  the  five  Minority 
Consortia  (National  Asian  American  Telecommunications  Association,  National  Black 
Programming  Consortium,  National  Latino  Communications  Center,  Native  American 
Public  Broadcasting  Consortium,  and  Pacific  Islanders  in  Communications)  to  enhance 
programming  by  and  for  minorities  and  other  traditionally  underserved  populations. 


FY  1998  CPB  Appropriation 
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(3)  System  Support  funds  contribute  to  the  overall  health  and  development  of  public 
telecommunications.  They  subsidize  innovations  in  technology,  such  as  closed  captioning 
and  descriptive  video  for  the  hearing  and  the  visually  impaired;  the  development  of  new 
audience  research  tools,  with  an  emphasis  on  how  to  reach  minority  audiences;  an  annual 
competitive  grant  program  to  develop  cost-effective,  nonproducrion  projects  focused  on 
training  and  development;  and  other  support  for  stations  such  as  paying  copyright 
royalties  for  all  public  radio  and  television  stations.  In  FY  1998,  $18.9  million  of  CPB's 
request  would  be  spent  on  System  Support  activities. 

(4)  CPB  Operations  by  law  represent  no  more  than  5  percent  of  the  total  appropriation. 
The  FY  1998  request  of  $M.3  million,  or  4.5  percent  of  the  $315  million  request  for  general 
support,  reflects  the  fact  that  CPB  is  not  increasing  its  administrative  budget,  even  though 
it  is  allowed  to  do  so  by  law.  CPB  will  continue  to  administer  and  audit  several  thousand 
grants  and  contracts,  develop  and  nurture  new  programming  and  educational  services, 
conduct  research  and  evaluation,  and  provide  executive  and  management  leadership  to  a 
$1.8  billion  industry. 

Reflected  in  each  of  these  areas  is  CPB's  commitment  to  the  educational  mission  and 
local  services  that  are  the  core  purposes  of  public  broadcasting.  CPB  is  working  to  expand 
the  success  of  such  efforts  as  the  National  Teacher  Training  Institute,  the  Community-Wide 
Education  and  Information  Services  project  (a  pilot  project  begun  in  FY  1994  to  encourage 
public  broadcasting  entities  to  establish  local  public-private  partnerships  to  develop 
community  telecommunications  networks),  and  new  partnerships  like  the  Public  Television 
Outreach  Alliance's  Act  Against  Violence.  This  program  works  with  local  public 
broadcasters  to  reduce  the  epidemic  of  youth  violence,  and  it  requires  ongoing  investment 
support  from  CPB. 

CPB  also  helps  make  innovation  possible  through  research,  leadership,  and  public 
explanation  of  critical  issues.  Its  priorities  in  the  coming  year  include  encouraging 
structural  reform  within  public  broadcasting,  increasing  efficiency,  providing  programming 
and  services,  and  helping  the  system  adapt  to  the  challenges  of  multimedia  technology  and 
delivery.  Public  broadcasting's  infrastructure  is  ideal  for  use  in  achieving  the  educational 
goals  of  our  country,  and  CPB  is  committed  to  promoting  this  potential. 

The  federal  appropriation  remains  a  vital  part  of  public  broadcasting.  Although  the 
federal  appropriation  represents  about  M  percent  of  the  industry's  income,  it  is  the  venture 
capital  for  stations  and  producers  that,  in  turn,  generates  more  than  $1.5  billion  in  outside 
funding.  In  recent  years,  every  CPB  dollar  invested  has  generated  more  than  six  times  that 
amount  in  private  funds.  This  high  rate  of  return  makes  public  broadcasting  one  of  the 
most  successful  partnerships  between  the  public  and  private  sectors  in  the  federal  budget. 
The  federal  dollar  ensures  the  two  cornerstones  of  public  broadcasting:  that  it  is  non- 
commercial in  nature  and  accessible  to  everyone  regardless  of  income  or  location. 


FY  1998  CPB  Appropriation 
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Statutory  Allocation  of  CPB's  Appropriation 


Appropriation 


6% 


System 
Support 


Not  More  Than  5% 


CPB 

Operations 


Not  Less  Than 
89%  to  Station  and 
Programming  Grants 


75%  (of  89%) 


Television 


TV  Station 
Grants 


TV 

Programming 


Radio 
Station 
Grants 


75% 


25% 


70% 


25%  (of  89%) 


Radio 


Radio  Station 

Programming 

Grants 


Radio 
Programming 


23% 


7% 
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Public  Broadcasting  in  Today's  World 


Public  communications  exert  a  powerful  force 
in  American  society  today.  This  force  will  grow  only  stronger  in  the  years  to  come.  It  can 
influence  in  a  positive  way  the  manner  in  which  we  address  social  challenges.  It  can  help  to 
determine  whether  the  country  maintains  its  economic  strength  or  allows  it  to  waste  away. 
Public  broadcasting  today  is  going  through  a  fundamental  reexamination  of  its  mission 
and  effectiveness.  In  three  highly  critical  areas,  however,  public  broadcasting  clearly 
demonstrates  its  value  and  importance. 

(1)  CPB  Is  a  Responsible  and  Efficient  Steward  of  Public  Funds:  CPB's  annual  appropriation 
— $285.6  million  in  FY  1995 — is  not  an  insignificant  sum,  especially  considering  today's 
demands  for  austerity  in  federal  expenditures.  But  CPB's  appropriation  is  spent  prudently 
and  rationally.  It  goes  to  local  stations  and  programming  that  reach  99  percent  of  the 
country's  households. 

Federal  funds  comprise  M  percent  of  public  broadcasting's  total  budget.  The  remainder 
comes  from  states,  local  governments,  foundations,  colleges  and  universities,  corporations, 
and  its  largest  contributors — private  citizens. 

However  small  the  federal  contribution  appears,  relative  to  the  overall  funds  spent  for 
public  broadcasting,  it  is  nonetheless  crucial  because  it  provides  a  share  of  what  E.  B.  White 
characterized  as  "...our  Lyceum,  our  Chatauqua,  our  Minsk/s,  and  our  Camelot."  The 
federal  funding  gives  local  stations  the  ability  to  raise  money  from  other  sources.  For  many 
of  these  stations,  federal  funds  make  the  crucial  difference  between  survival  and  failure.  In 
other  words,  this  is  one  area  of  the  federal  budget  in  which  federal  spending  has  enormous 
leverage,  more  than  perhaps  all  but  a  handful  of  other  government  expenditures. 

To  be  certain  that  this  ideal  of  excellence  does  not  turn  into  a  bureaucracy  of  waste  and 
inertia.  Congress  mandated  that  CPB  limit  its  administrative  costs  to  no  more  than  5 
percent  of  the  federal  appropriation.  In  FY  1995,  CPB's  administrative  costs  will  be 
approximately  4 5  percent  of  its  total  budget.  Fully  70  percent  of  federal  funds  are  passed 
directly  to  local  stations,  so  they  can  make  their  own  decisions  about  programming. 

Waste  and  incompetence  are  not  the  problem  with  public  broadcasting,  and  CPB  cannot 
be  criticized  justifiably  as  being  a  poor  custodian  of  the  taxpayers'  interest.  Public 
broadcasting  actually  empowers  local  communities  through  their  local  public  broadcasts. 

(2)  Public  Broadcasting  Is  Responsive  In  every  community,  public  broadcasters  must  be 
responsible  to  local  needs,  interests,  and  tastes.  In  a  broader  sense,  public  broadcasting 
must  also  be  responsive  to  the  collective  interests  and  concerns  of  the  American  public. 
Many  mechanisms  exist  to  elicit  these  opinions  and  weigh  options  for  responding. 

First,  all  decisions  about  what  to  air  are  made  locally.  Every  station  makes  its  own 
decision  about  whether  to  air  programs  distributed  nationally,  and  every  station  has  a 
variety  of  national  programming  from  which  to  select  to  augment  its  locally  produced  fare. 
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Second,  CPB's  board  of  directors  is  nominated  by  the  President  and  confirmed  by  the 
Senate.  Through  the  elected  officials  who  approve  the  board,  the  American  public  has  a 
link  to  the  policymaking  processes  in  public  broadcasting. 

Third,  CPB  is  responsive  to  issues  raised  in  Congress  about  how  federal  funds  to  public 
broadcasting  are  spent.  Our  "Open  to  the  Public"  effort  was  developed  in  response  to 
congressional  directives  to  address  concerns  about  fairness  and  balance  in  programming.  It 
seeks  the  views  of  citizens  on  programming  and  provides  information  for  CPB  to  use  in 
reporting  to  Congress  on  the  public's  perception  of  public  broadcasting. 

(3)  Government  Support  of  Public  Broadcasting  Is  Not  Incompatible  with  a  Free  and  Unfettered 
Marketplace  of  Ideas:  The  vast  majority  of  public  television  has  nothing  whatsoever  to  do 
with  any  controversy  over  bias  and  ideology.  In  fact,  most  of  the  money  CPB  disbursed  to 
public  broadcasting  stations  has  nothing  to  do  with  politics  or  cultural  differences  in 
programming.  Instead,  it  is  devoted  to  education  and  community  service.  It  includes 
children's  programming,  distance  learning,  community  networking,  adult  literacy,  and 
workforce  training,  to  name  but  a  few. 

Local  stations  receive  anywhere  from  4  to  40  percent  of  their  funds  from  the  federal 
government  via  CPB.  The  rule  of  thumb  is  that  the  smaller  the  station,  the  larger  the 
proportion  of  federal  funds. 

The  fact  is  that  the  stations  in  America's  larger  cities,  which  are  the  most  frequently 
targeted  by  critics  of  federal  funding  for  public  broadcasting,  are  the  least  dependent  upon 
federal  money  for  their  everyday  operations.  They  do,  however,  rely  upon  CPB  funding  for 
programming  they  provide  to  the  rest  of  the  public  broadcasting  system,  programming  that 
is  critical  to  smaller  stations  to  build  a  schedule  and  a  base  of  audience  support 

In  the  event  of  a  total  cutoff  of  funding,  the  stations  that  would  go  dark  first  are  the 
ones  in  precisely  the  areas  in  which  free,  accessible,  educational  services  are  most  scarce. 

Because  the  United  States  is  large  and  diverse,  its  government  should  ensure  that  citizens 
have  access  to  the  basic  elements  of  public  communication — which  is  the  service  that  local 
public  broadcasting  stations  provide.  The  federal  government  should  also  want  for  all  its 
citizens  to  have  some  way,  if  they  choose  to  do  so,  of  making  themselves  literate  and  to 
have  the  opportunity  to  better  themselves.  It  should  enable  Americans  in  even  the  most 
remote  locations  to  participate  in  cultural  experiences.  And  it  should  allow  those  living  in 
crime-ridden  areas  access  to  the  means  to  realize  that  there  are  different  worlds  and 
different  possibilities. 

These  are  the  services  that  public  broadcasting  provides.  These  are  the  things  that  are 
part  of  what  it  means — or  what  it  should  mean — to  be  an  American,  to  live  in  a  society  that 
fosters  opportunity,  individual  energy,  and  the  ability  to  make  good  use  of  freedom. 

CPB  can  ensure  that  all  these  services  continue  to  be  available  to  Americans.  It  will  not 
cost  billions  and  billions  of  dollars  to  do  so.  What  it  will  take,  however,  is  a  judgment  by 
Congress  that  public  broadcasting  is  of  sufficient  value  to  deserve  the  federal  funding  for 
which  it  now  asks. 
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Functions  of  CPB  Funds 


WPB's  appropriation  is  allocated,  as  determined 
by  Congress,  through  a  distribution  contained  in  CPB's  enabling  statute.  The 
appropriation  supports  a  wide  array  of  programs  and  activities  through  statutory 
allocations  to  the  following  four  functions: 

•  Station  Support 

•  Programming 

•  System  Support 

•  CPB  Operations 


CPB's  FY  1998  Request  by  Activity  ($  in  Millions,  Some  Figures  Rounded) 


FY  1997 

FY  1998 

Proposed 
Change 

Community 
Service  Grants 

Television 
Radio 

$1583 
49.3 

$1585 
49.3 

$0 
0 

Subtotal 

207.8 

207.8 

0 

Grants  for 

Programming 

Television  Program  Fund 

52.8 

52.8 

0 

Radio  Program  Fund 

4.9 

4.9 

0 

Radio  Station  NPPAGs 

16.2 

16.2 

0 

Subtotal 

74.0 

74.0 

0 

System  Support 
Projects 

18.9 

18.9 

0 

CPB  Operations 

14.3 

14.3 

0 

Totals 

$315.0 

$315.0 

$0 
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Station  Support 

Local  radio  and  television  stations  are  the  bedrock  of  the  public  broadcasting  system.  They 
are  community  institutions  providing  news  and  information,  children's  programming, 
local  public  affairs  and  cultural  programming,  and  projects  in  partnership  with  schools, 
libraries,  and  other  cultural  and  community  organizations.  Although  CPB  funds  represent 
M  percent  of  public  broadcasting's  income,  CPB  grants  to  stations  target  national  resources 
to  national  concerns  while  using  a  distinctly  local  resource. 

Requested  Changes  in  Allocations  for  Grants  to  Stations 


FY  1997 

FY  1998 

Proposed  Change 

Television  CSGs 

$158,514,935 

$158,514,935 

$                 0 

Radio  CSGs 

$49,315,757 

$49,315,757 

$                 0 

Totals 

$207,830,692 

$207,830,692 

$                 0 

What  Arc  Community  Service  Grants? 

Community  Service  Grants  (CSGs)  help  public  television  and  radio  stations  to  produce 
and  acquire  programming,  finance  production  equipment  and  facilities,  launch 
community  outreach  services  in  connection  with  public  service  programming,  and  pay  for 
satellite  interconnection  services.  CSGs  mean  federal  dollars  support  local  services  as  well 
as  national  productions.  The  largest  portion  of  CPB's  appropriation — 66  percent — is 
directed  by  law  toward  grants  to  stations,  grants  that  are  based  in  part  on  the  amount  of 
additional  nonfederal  funds  raised  by  the  stations. 

To  ensure  that  all  CSG  funds  are  allocated  and  distributed  equitably,  CPB  establishes,  in 
consultation  with  the  stations,  qualification  criteria  and  grant  distribution  formulas.  (For 
details  of  grant  criteria,  see  Appendix  L.)  CPB  monitors  grant  spending  through  a 
combination  of  general  station  consultations  and  direct  audits  by  staff  of  CPB's  Office  of 
the  Inspector  General. 

Level  Funding  and  Cost-Efficiencies 

Since  FY  1989,  the  federal  appropriation  to  CPB  has  had  an  annual  average  growth  rate  of 
4.3  percent.  Between  FY  1989  and  FY  1994,  at  least  15  new  public  television  stations  and  90 
new  public  radio  stations,  including  beneficiaries  of  CPB's  radio  service  expansion 
programs,  have  become  eligible  for  CPB  grants. 

Grants  to  these  new  stations,  although  helping  the  system  bring  public  tele- 
communications services  to  areas  and  audiences  not  previously  served,  have  offset 
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significantly  the  growth  in  federal  support  in  recent  years  and  have  reduced  the  funds 
available  to  sustain  the  underlying  public  broadcasting  system.  As  a  result,  many  stations 
have  had  their  CPB  grants  cut,  in  real  and  relative  terms.  As  CPB  certifies  more  stations  as 
eligible  for  grants,  they  claim  a  share  of  a  fixed  pool  of  funds. 

To  alleviate  the  strain  on  existing  stations,  at  present  CPB  is  temporarily  not  qualifying 
new  stations.  CPB  will  continue  to  fund  programs  and  promote  the  core  public 
broadcasting  mission  of  educational  programming  and  community  service.  Also,  CPB  will 
continue  its  efforts  to  bring  public  radio  to  the  14  percent  of  Americans  who  do  not 
currently  have  a  public  radio  signal  by  using  technologies  to  extend  the  signals  of  existing 
stations,  such  as  repeater  stations  and  other,  more  cost-effective  technologies. 

CPB  is  also  pursuing  efforts  to  promote  efficiencies  among  the  stations  that  already 
exist  This  includes  encouraging  cooperative  arrangements  to  share  production  and 
administrative  costs  among  stations  that  broadcast  in  the  same  area  and  to  promote 
diversity  in  programming  and  formats  so  that  different  audiences  may  be  served  by 
stations  whose  signals  may  overlap  in  some  areas  of  the  country. 

Television 

The  United  States'  351  public  television  stations  reach  99  percent  of  the  population.  These 
stations  produce  a  diverse  array  of  programs  that  chronicle  local  stories  and  document 
local  culture.  But  public  television  stations  also  have  a  tradition  of  involvement  with 
schools,  community  groups,  libraries,  and  local  governments.  Public  television  stations  in 
many  communities  are  giving  people  their  first  exposure  to  innovative  interactive  services 
that  are  beginning  to  take  hold  across  the  country.  CPB  Television  CSGs  make  this  kind  of 
community  success  possible  by  providing  a  foundation  upon  which  local  public  television 
stations  build  community  support. 

The  typical  CPB  Television  CSG  represents  17  percent  of  a  public  television  station's 
budget,  although  that  figure  can  vary  dramatically  with  the  size  of  a  station,  the  funds  it 
raises  from  nonfederal  sources,  and  a  given  community's  special  needs.  Public  television 
stations  spend  about  69  percent  of  their  income  on  program  production,  acquisition,  and 
promotion.  The  remainder  covers  costs  for  all  other  station  operations,  such  as  trans- 
mitters, fundraising,  general  operations,  and  everything  else  necessary  for  a  television 
station  to  run  a  broadcast  schedule.  These  grants  also  help  to  attract  outside  support  from 
donors  and  local  underwriters,  which  in  turn  helps  to  support  activities  in  the  community. 

Use  of  Funds 

During  FT  1995,  CPB  will  award  Television  CSGs  to  351  public  television  stations,  with 
grants  ranging  from  $342,768  to  $6,417,853,  with  the  median  grant  being  $522,623.  The 
following  are  examples  of  the  many  ways  public  television  stations  have  built  upon  the  base 
provided  by  CPB  Television  CSGs  to  create  innovative  services  to  the  cities,  states,  and 
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regions  they  serve  across  the  country. 

South  Dakota  Public  Broadcasting 

South  Dakota  Public  Television  will  conduct  three  television  production  workshops  for 
Native  Americans.  Personnel  from  SD  Public  Television  will  teach  participants  basic 
television  production,  filming,  and  editing  skills.  The  goal  of  the  workshops  is  to 
encourage  video  production  among  Native  Americans  in  South  Dakota. 

WFSU/WFSG,  Tallahassee,  Florida 

WFSU/WFSG  and  county  libraries  jointly  sponsor  the  Reading  Rainbow  Summer  Book 
Club.  This  family  literacy  project  encourages  parents  and  children  to  read  together  and 
watch  the  award-winning  children's  program,  Reading  Rainbow. 

WYES,  New  Orleans,  Louisiana 

Over  the  next  two  years,  WYES  will  participate  in  the  national  public  television  outreach 
project,  "Act  Against  Violence."  The  program  will  encourage  broad  community  support  for 
local  youth  initiatives  to  reduce  violence.  WYES  will  broadcast  a  series  of  viewer  action 
spots  and  present  national  and  local  programs  focusing  on  the  issue.  WYES  will  also  host  a 
community  training  teleconference  to  involve  civic  and  community  leaders  in  violence- 
reduction  programs. 

Maryland  Public  Television 

Seventh-graders  in  Silver  Spring  talked  via  satellite  teleconference  with  scientists  at 
McMurdo  Station,  the  main  U.S.  installation  on  Antarctica.  The  session,  which  took  place 
in  fall  1994  and  winter  1995,  was  part  of  an  ambitious  experiment  by  Maryland  Public 
Television  to  link  local  schools  with  scientists  around  the  world.  It  was  transmitted  live  to 
public  television  stations  across  the  country. 

Vermont  ETV 

During  a  statewide  version  of  a  New  England  Town  Meeting  in  January  1995,  Vermont  ETV 
viewers  were  able  to  speak  live  with  Gov.  Howard  Dean  about  issues  that  concerned  them. 
During  this  live  call-in  program,  scheduled  the  week  following  his  inauguration  for  a 
second  full  term,  Vermonters  discussed  the  governor's  proposed  1995  legislative  agenda. 

WPBY,  Huntington,  West  Virginia 

Through  partnerships  with  area  colleges  and  universities,  nine  for-credit  telecourses  will  be 

aired  during  the  spring  semester  of  1995  on  WPBY. 

Maine  Public  Broadcasting  Network 

Maine  Public  Television's  Early  Childhood  Project  has  been  helping  educate  childcare 
providers  since  1994  through  workshops  and  specialized  programming.  They  broadcast  a 
seven-part  series  and  held  a  workshop  for  childcare  providers  who  are  interested  in 
receiving  Child  Development  Associate  credential  via  the  Direct  Assessment  Method. 
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WVPT,  Harrisonburg,  Virginia 

WVPT  was  designated  as  a  World  War  II  Commemorative  Community  by  the  Department 
of  Defense  for  honoring,  with  special  television  programming,  veterans,  their  families,  and 
those  who  served  on  the  home  front.  This  grassroots  initiative  was  designed  to  encourage 
local  community  organizations  to  hold  commemorative  events  through  Veterans  Day  1995. 

Prairie  Public  Television 

The  second  season  of  Entrepreneurs  North  Dakota  television  programs  and  corresponding 
Let's  Talk  Business  seminars  has  begun  on  Prairie  Public  Television.  Seven  new  programs  will 
show  how  North  Dakotans  have  started  successful  businesses.  Held  simultaneously  via 
satellite  in  15  North  Dakota  cities,  the  three-hour  Let's  Talk  Business  seminars  will  walk 
participants  through  a  step-by-step  process  of  the  essentials  needed  to  succeed  in  business. 

Radio 

The  United  States'  public  radio  system  consists  of  629  stations — reaching  over  86  percent 
of  the  American  population — and  attracts  a  weekly  audience  of  13  million.  Public  radio 
stations  provide  outstanding,  award-winning  news  and  information  programming.  But 
local  public  radio  stations  are  also  valuable  community  service  institutions.  They  serve  as 
focal  points  in  their  hometowns,  working  with  schools,  libraries,  and  other  community 
organizations  to  provide  programming  that  otherwise  would  be  unavailable  and  underwrite 
projects  like  literacy,  youth  interests,  and  community  support  groups.  They  frequently  are 
the  only  resource  in  small  and  rural  communities  for  cultural  and  educational 
programming  as  well. 

CPB  Radio  CSGs  play  a  vital  role  in  sustaining  local  stations.  Although  public  radio 
enjoys  broad  financial  support  from  its  listeners,  CPB  funds  represent  just  16  percent  of 
public  radio  system  income.  These  funds  are  critical  because  they  are  the  foundation  for  all 
other  public  radio  fund  raising.  Although  stations  raise  more  than  $6  for  every  $1  of 
federal  funds  they  receive.  Radio  CSG  funds  serve  as  the  essential  seed  money  for  new 
programs  and  station  development.  In  fact,  of  the  total  CPB  funds  going  to  public  radio  in 
FY  1995,  70  percent  were  in  the  form  of  Radio  CSGs. 

Radio  CSGs  are  particularly  important  to  stations  that  serve  rural  and  minority 
audiences.  These  stations  do  not  typically  have  an  established  base  of  outside  support  and 
require  a  relatively  higher  level  of  federal  and  state  assistance  in  order  to  fulfill  their 
mission.  Rural  and  minority  stations  sometimes  rely  on  CSGs  for  more  than  30  percent  of 
their  operating  budgets. 

Use  of  Funis 

During  FY  1995,  CPB  will  award  grants  to  approximately  629  public  radio  stations,  with 
grants  ranging  from  $27,014  to  $1,460,709.  The  median  grant  is  $99,061.  These  grants  enable 
stations  to  support  local  and  national  programming,  provide  educational  information  and 
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services  to  schools,  and  conduct  community  outreach  efforts.  The  following  are  examples 
of  how  some  local  stations  are  using  these  funds: 

WCBE-FM,  Columbus,  Ohio 

Schoolchildren  produce  a  weekly  radio  program  called  Kids  Sundae.  Kids  are  involved  in 
every  facet  of  the  production  including  news  reporting,  live  sound  effects,  calendar  events 
and  storytelling.  The  only  radio  show  for  children  in  Columbus,  it  received  the  1993  Ohio 
Educational  Broadcasting  Radio  Program  of  the  Year  Award. 

KERA-FM,  Dallas,  Texas 

This  station  produces  a  series  of  town  hall  meetings  that  examine  the  myriad  issues 
influencing  teens  during  their  formative  years.  It  is  distributed  nationally  over  the  public 
radio  satellite  and  broadcast  in  all  major  Texas  markets.  Callers  from  around  the  country 
use  a  toll-free  number  to  participate  and  while  operators  are  on  hand  to  provide  assistance 
to  help  callers  find  additional  information  in  their  own  hometowns. 

WQCS-FM,  Fort  Pierce,  Florida 

Located  in  an  area  unserved  by  public  television,  WQCS-FM  produces  Legislative  Roundup, 
which  provides  the  region's  only  detailed  broadcast  examination  of  the  Florida  state 
legislature.  The  program  features  conversations  with  legislators  and  discussions  about  how 
state  legislative  issues  affect  the  public 

WOJB-FM,  Hayward,  Wisconsin 

This  station,  located  on  the  Lac  Courte  Oreilles  Reservation,  develops  programming  for 
area  high  schools  dealing  with  drug  and  alcohol  abuse,  records  oral  histories  of  tribal 
elders,  and  broadcasts  a  series  of  regional  health  and  environmental  conferences. 

WSSU-FM,  Springfield,  Illinois 

This  station  covers  events  at  the  State  House  and  distributes  reports  on  them  to  13  public 

radio  stations  across  the  state. 

KUAC-FM,  Fairbanks,  Alaska 

KUAC-FM  regularly  broadcasts  North  Star  Borough  Assembly  meetings  live,  thus  allowing 
residents  in  one  of  America's  largest  legislative  districts  to  learn  what  their  local 
government  is  doing. 

Hawaii  Public  Radio 

This  station  produces  and  broadcasts  the  first  regularly  scheduled  Hawaiian-language  radio 
newscast.  This  historic  program,  aimed  at  the  Hawaiian  language  alive,  is  produced  by 
students  and  faculty  at  the  University  of  Hawaii. 

KFSK-FM,  Petersburg,  Alaska 

In  a  remote  area  in  which  a  weekly  newspaper  is  the  only  other  source  of  news,  KFSK-FM 
provides  the  only  daily  news  and  coverage  of  live  events. 
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Expansion  of  Service 

In  addition,  CSG  funds  in  recent  years  have  been  used  to  support  expansion  efforts  to 
reach  audiences  not  yet  served  by  public  radio.  To  support  this  expansion,  existing 
CPB-supported  stations  have  foregone  a  portion  of  their  federal  grants  to  make  financial 
assistance  available  to  developing  stations.  When  combined,  these  initiatives  will  provide 
more  than  $5.7  million  in  FY  1995  in  additional  support  for  the  expansion  of  service  to 
unserved  areas  and  underserved  audiences. 

The  radio  expansion  grant  programs  are  supplemented  by  incentives  to  stations  serving 
minority  or  rural  audiences,  employing  a  staff  consisting  of  at  least  50  percent  minorities, 
or  having  a  minority-controlled  board  of  directors.  These  programs  include: 

Program  „  Number  of  Grantees, 

FY  1995 


Purpose 


Station  Development     1.  Establish  stations  in  unserved  markets. 
Grants  2.  Diversify  station  services. 

3.  Assist  minority-controlled  stations. 


Sole  Service  Grants 


Support  stations  that  provide  the  only 
full-power  broadcast  service  to  their 
communities. 


Radio  Expansion 
Program  Assistance 
Grants 


1.  Support  expansion  stations  in  the 
acquisition  of  national  programming. 

2.  Support  efforts  to  increase  national 
programming  audiences. 


Micro-Market  Grants 


Support  stations  in  markets  with  fewer 
than  25,000  people,  and  where  market  size 
is  not  expected  to  grow. 


In  addition  to  these  efforts,  CPB  also  supports  radio  development  through  its  System 
Support  activities,  which  are  discussed  on  pages  16  and  17.  These  efforts  include  downlink 
assistance,  signal  extension  assistance,  program  niche  research,  audience-expansion  research, 
revenue-generation  guidance,  training,  and  management  consulting  services. 
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Programming 

Perhaps  the  most  visible  effort  to  further  the  public  service  mission  of  public  tele- 
communications is  through  CPB's  Television  and  Radio  Program  Funds,  which  provide 
funding  for  public  programming  that  reflects  national  programming  priorities. 

Requested  Changes  in  Allocations  for  Grants  for  Programming 


FY  1997 

FY  1998 

Proposed  Change 

Television 
Program  Fund 

$52,838,312 

$52,838,312 

$                0 

Radio 
Program  Fund 

$4,931,576 

$4,931,576 

$               0 

Radio  NPPAGs 

$1633,749 

$16,203,749 

$               0 

Totals 

$73,973,637 

$73,973,637 

$                0 

Television 

Breakdown  of  Funding  from  Television  Program  Fund 

By  law,  nearly  17  cents  of  every  dollar  appropriated  to  CPB  is  directed  to  the  CPB 
Television  Program  Fund.  These  funds,  along  with  75  percent  of  all  interest  income  earned 
by  CPB  in  FY  1995,  will  equal  approximately  $51.6  million  and  will  be  directed  toward  the 
following  activities: 


G.6% 

F.  \1% 

A.  National  Program  Plan  -  $22,520,000 

B.  Independent  Television  Service  -  $7,750,000 

C.  CPB/PBS  Program  Challenge  Fund  -  $5,000,000 

D.  Multicultural  Programming  -  $3,000,000 


E.  Public  Television  Outreach  -  $1,246,000 
R  General  Program  Review  -  $8,994,000 
G.  Education,  Regionals,  International 
Activities  -  $3,107,000 


For  multi-year  funding  information  on  these  programming  activities,  please  see  Appendix  L. 
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Use  of  Funds 

The  mission  of  CPB's  Television  Program  Fund  is  to  ensure  that  many  perspectives  on 
issues  are  available  through  public  television  programming.  Federal  funding  enables  public 
television  to  explore  new  ways  to  present  informational,  educational,  and  cultural 
programming  to  children  and  adults — providing  unique  alternatives  to  programming 
available  on  commercial  or  cable  television. 

To  enhance  the  understanding  of  a  diversity  of  issues,  CPB  recently  supported  television 
programming  projects  from  Peggy  Noonan,  Tony  Snow,  Ben  ^ttenberg,  and  Morton 
Kondracke.  In  addition,  CPB  awarded  funds  to  the  series,  P.O.V.,  which  features 
documentary  films  by  independent  producers,  for  the  purpose  of  developing  "talk-back"  or 
viewer  "feedback"  vehicles  to  ensure  that  a  full  range  of  public  voices  is  heard  on  issues 
addressed  by  the  series. 

CPB  funding  helped  to  bring  to  the  air  a  new  children's  series,  The  Puzzle  Place — the  first 
new  daily  preschool  series  developed  for  public  television  since  Sesame  Street.  CPB's 
contribution  of  $4.5  million  in  FY  1991  to  KCET/Los  Angeles  and  Lancit  Media 
Productions  helped  to  leverage  an  additional  $7  million  for  the  production  from  outside 
funders. 

CPB  funds  also  help  to  bring  musical  performances  and  documentaries  to  the  American 
public  through  the  funding  of  WNET/New  York's  successful  In  The  Spotlight  series.  The 
success  of  this  series  prompted  the  Public  Broadcasting  Service  to  cofund  with  CPB  a 
second  season. 

CPB  periodically  solicits  proposals  addressing  areas  of  debate,  concern,  or  interest  in 
American  society.  CPB  recently  funded  three  projects  out  of  65  that  had  been  submitted  in 
the  areas  of  crime  and  justice.  These  projects  include: 

•  No  Time  to  Be  a  Child— a  four-part  series  showing  how  chi'dren  can  overcome 
various  social  conditions  to  lead  productive  lives; 

•  American  Crime  and  Punishment — a  three-part  series  trad  ig  the  history  of 
criminal  justice;  and 

•  In  Search  of  Law  and  Order— i  four-part  series  exploring  alternatives  in  the 
juvenile  justice  system,  including  policing,  sentencing,  and  custody,  and 
examining  different  national  approaches  to  the  topic 

The  Public  Television  Outreach  Alliance,  in  partnership  with  the  Nitty  Gritty  Cities 
Group  (a  group  of  public  television  stations  from  urban  areas)  and  Bill  Moyers's  Public 
Affairs  Television,  made  reduction  of  youth  violence  its  number-one  educational  and 
outreach  priority  for  the  next  two  years.  CPB  is  providing  housing  and  in-kind  support  for 
the  project's  staff,  which  will  plan  and  coordinate  its  many  activities.  CPB  was 
instrumental  in  helping  to  launch  this  initiative. 
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Currently,  CPB  is  developing  an  initiative  to  solicit  proposals  on  race  and 
discrimination.  In  response  to  the  need  for  a  continuing,  strong,  domestic  dramatic 
presence,  CPB  has  invested  development  and  script-writing  money  in  several  dramatic 
miniseries,  including  the  six-part  series,  Diamonds  of  Color,  about  the  Negro  baseball  leagues. 

Radio 

CPB  funds  are  used  to  support  public  radio  programming  through  National  Program 
Production  and  Acquisition  Grants  (NPPAGs)  to  stations  and  the  Radio  Program  Fund. 
The  national  programming  that  is  critical  to  the  basic  structure  of  public  radio  is 
developed  in  part  with  station  funds  in  the  form  of  membership  dues  to  such  entities  as 
Public  Radio  International  and  National  Public  Radio.  In  order  to  ensure  continued 
strength  of  national  programming,  support  for  existing  stations  must  not  be  eroded. 

Use  of  Funds 

NPPAGs  are  distributed  to  public  radio  stations  to  use  at  their  discretion  to  produce  or  buy 
national  programming.  In  FY  1995,  CPB  is  directing  nearly  $15.6  million  in  NPPAGs 
reaching  approximately  629  public  radio  stations.  The  median  grant  is  $35,784,  with  a  range 
of  $11,429  to  $496,078. 

CPB  requires  stations  to  use  these  grants  to  produce  or  acquire  public  radio 
programming  designed  to  serve  the  needs  of  a  national  audience,  for  national  distribution, 
or  to  promote  or  distribute  such  programming.  The  grants  serve  as  incentives  for  stations 
to  support  the  national  programming  of  their  choice  for  their  individual  markets.  This 
pool  of  funds  is  essential  to  maintain  national  programming  now  serving  the  American 
people,  like  All  Things  Considered,  Morning  Edition,  Prairie  Home  Companion,  and  Marketplace. 

CPB  created  the  Radio  Program  Fund  in  1987  to  provide  for  the  direct  funding  of  new, 
quality,  mission-related  national  programming  for  public  radio.  CPB  is  typically  able  to 
fund  about  20  projects  per  year,  fewer  than  1  in  10  of  the  proposals  it  receives. 

Through  the  Radio  Program  Fund,  CPB  encourages  greater  participation  by  independent 
and  minority  producers.  Over  its  eight-year  history,  the  Radio  Program  Fund  has  selected 
67  of  149  projects  (45  percent)  that  are  by  or  about  racial  and  ethnic  minorities,  or  38 
percent  of  the  funds  awarded  during  this  period.  Also,  84  projects  (56  percent)  were 
independently  produced.  These  producers  received  42  percent  of  the  funds  awarded. 

In  FY  1994,  more  than  90  percent  of  Radio  Program  Fund  projects  and  80  percent  of 
awarded  funds  went  to  independently  produced  programming  or  programs  by  and  about 
racial  and  ethnic  minorities.  Included  among  the  projects  was  the  creation  of  two  new 
telephone  call-in  programs,  Native  America  Calling  and  Linea  Abierta.  Producers  have 
designed  these  daily  series  to  be  the  benchmark  programs  on  the  CPB-funded  Native 
American  and  Hispanic  24-hour  networks,  AIROS  (American  Indian  Radio  on  Satellite) 
and  Satelite. 
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System  Support 

By  law,  CPB  allocates  6  percent  of  all  appropriated  funds  to  projects  that  contribute  to  the 
overall  health  and  development  of  public  broadcasting.  Some  uses  of  these  funds  are 
determined  by  congressional  directive,  and  others  are  determined  based  upon  the  changing 
needs  of  public  broadcasting  and  other  telecommunications  technologies. 


Requested  Changes  in  Allocations  for  System  Support  Projects 


FY  1997 

FY  1998 

Proposed  Change 

System  Support 

$18,900,000 

$18,900,000 

$               0 

Use  of  Funis 

During  FY  1995,  CPB  is  using  these  funds  to  accomplish  the  following: 

•  implement  WORKFORCE-DIVERSITY  projects  in  public  broadcasting  and 
underwrite  a  grant  program  to  stimulate  innovations  in  Equal  Employment 
Opportunity  practices; 

•  underwrite  the  general  and  administrative  costs  of  the  five  national  MINORITY 
CONSORTIA,  which  strive  to  enhance  the  ability  of  independent  minority 
producers  to  gain  access  to  the  public  broadcasting  system  for  their  unique 
programming; 

•  provide  CAREER  DEVELOPMENT  programs  to  multicultural  producers  in  order 
to  nurture  their  professional  growth; 

•  support  public  broadcasting's  participation  in  career  development  activities  of 
minority  public  broadcasting  professionals,  including  sponsorship  of 
participation  in  the  national  convention  of  the  Minority  Journalists 
Association; 

•  develop  new  tools  for  AUDIENCE  RESEARCH,  focusing  particularly  on  how  to 
reach  minority  audiences; 

•  underwrite  an  annual  COMPETITIVE  GRANT  program  (System  Development 
Fund)  designed  to  develop  cost-effective  nonproduction  projects  that  expand 
and  enhance  services  to  the  public,  provide  training  and  professional 
development,  and  help  develop  new  methods  of  securing  outside  sources  of 
income  (see  Appendix  B  for  a  complete  listing  of  System  Development  Fund 
grant  recipients  for  FY  1994); 

•  research  the  deployment  of  NEW  TECHNOLOGIES  in  public  tele- 
communications; 
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provide  ENHANCED  PROGRAMMING  services,  such  as  closed<aptioning  and 

descriptive  video,  to  make  public  broadcasting  more  accessible  to  the  hearing 

and  visually  impaired; 

support  the  development  of  EDUCATION  INmATTVES; 

underwrite  the  administrative  costs  of  the  INDEPENDENT  TELEVISION  SERVICE; 

pay  in  full,  on  behalf  of  all  public  radio  and  television  stations,  COPYRIGHT 

ROYALTIES  for  the  use  of  copyrighted  music  or  other  related  works  as 

permitted  under  the  Copyright  Act;  and 

underwrite  50  percent  of  the  net  operating  costs  of  the  public  television 

INTERCONNECTION  SYSTEM  (CPB's  obligations  to  public  radio  were  met 

through  a  negotiated  agreement  in  the  early  1980s  between  the  Corporation 

and  interconnected  public  radio  stations). 
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CPB  Operations 

In  FY  1998,  an  estimated  $14.3  million,  or  4.5  percent  of  the  requested  $315  million  for 
general  support,  will  be  available  to  CPB  for  the  direct  costs  it  incurs  in  managing  funds 
appropriated  by  Congress  to  support  public  broadcasting.  CPB  uses  these  funds  for  all 
direct  costs  of  the  Corporation  as  well  as  for  costs  associated  with  selection  panels,  system 
consultants,  and  other  costs  directly  supporting  the  program  selection  process. 
Government  agencies  performing  similar  functions  spend  approximately  12  percent  of 
their  appropriations  on  similar  activities. 


Requested  Changes  in  Allocations  for  CPB  Operations 


FY  1997 

FY  1998 

Proposed  Change 

CPB  Operations 

$14,295,672 

$14,295,672 

$              0 

CPB  currently  uses  administrative  funds  for  all  the  personnel  and  logistical  costs  of 
operating  the  Corporation,  including: 

•  establishing  and  implementing  station  eligibility  criteria; 

•  selecting  grant  recipients  through  an  advisory  panel  process  as  required  by 
Congress; 

•  overseeing  the  negotiation  and  execution  of  grants  and  contracts  covering 
projects  approved  for  funding; 

•  providing  space  and  logistics  for  housing  the  Annenberg/CPB  Projects,  the 
National  Campaign  to  Reduce  Youth  Violence  and  United  States  Public 
Television  International  Consortium,  a  group  of  public  television  stations 
working  to  enter  into  co-production  agreements  with  foreign  public 
broadcasters,  thereby  expanding  production  resources  for  U.S.  producers; 

•  auditing  program  producers  and  station  grant  recipients  for  compliance  with 
CPB  and  statutory  rules  and  regulations; 

•  staffing  and  maintaining  the  statutory  Office  of  the  Inspector  General;  and 

•  CPB's  remaining  general  and  administrative  expenses. 

In  1988,  Congress  set  CPB's  administrative  budget  for  FY  1989  at  a  fixed  level  of  $102 
million  and  allowed  CPB  to  adjust  that  amount  annually,  based  on  the  annual  change  in 
the  Consumer  Price  Index  or  4  percent,  whichever  is  larger.  Because  CPB  is  requesting  a 
funding  amount  equal  to  FY  1997,  however,  its  administrative  budget  will  not  be  increased 
to  reflect  any  possible  increased  costs  of  management.  CPB  will  strive,  however,  to  meet  the 
challenges  ahead  while  maintaining  a  streamlined  operation. 
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ADMINISTRATION  REQUEST 


I  he  Administration  proposes  that  CPB  receive 
an  appropriation  of  $296.4  million  for  FY  1998.  This  is  $18.6  million — or  5.9  percent- 
lower  than  CPB's  FY  1997  appropriation  of  $315  million  and  the  FY  1998  request  for  the 
same  amount. 

Cuts  would  make  it  difficult  for  CPB  to  meet  its  congressional  mandates  in  such  areas  as 
education,  radio  expansion,  and  special  services  to  reach  rural  and  minority  audiences. 
Many  of  these  have  served  as  the  basis  for  increased  authorization  and  appropriation  levels. 
Cutting  funding  for  these  programs  would  result  in  a  reversal  of  Congress's  commitment 
to  these  goals. 

State  support  and  private  funding  is  increasingly  scarce  for  public  broadcasting  stations. 
The  federal  contribution  to  public  broadcasting  is  now  more  critical  than  ever.  CPB's 
request  for  level  funding  of  $315  million  is  a  recognition  of  the  increasing  demands  for 
reductions  in  the  federal  budget.  Our  request  will  mean  real  cuts  after  inflation.  An 
appropriation  of  $296.4  million  will  make  it  impossible  for  individual  stations  to  sustain 
their  current  levels  of  services. 

Smaller  stations,  which  rely  on  federal  funds  for  a  greater  percentage  of  their  budgets, 
would  be  most  seriously  affected  by  a  cut  in  this  area.  For  all  stations,  nonbroadcast 
services  like  education  and  community  outreach  activities  would  be  the  first  to  be 
abandoned;  after  that  would  follow  program  schedules. 

The  value  of  public  broadcasting's  services  in  helping  to  meet  the  Administration's  goals 
in  education,  the  use  of  new  technologies,  and  the  promotion  of  public-private 
partnerships  to  address  other  social  needs  makes  it  imperative  to  continue  strong  federal 
support  for  public  broadcasting.  Just  as  important,  public  broadcasting's  ability  to  leverage 
such  funds  by  a  factor  of  six  demonstrates  the  cost-effectiveness  of  a  policy  that  includes 
full  funding  for  CPB. 
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Appendix  A 


Corporation  for  Public  Broadcasting  Expansion  Grant  Recipients 

FY  1995  Station  Development  Grant  Program  (STEP) 

The  STEP  grant  program  provides  assistance  to  stations  that  are  not  eligible  for 
Community  Services  Grants  (CSGs)  or  any  other  CPB  station  grants.  Within  the  STEP 
grant  program  are  three  different  grant  levels.  Stations  are  expected  to  "step  up"  to  higher 
grant  levels  as  they  grow  and  meet  higher  qualification  criteria. 


Station 

KIDE-FM 

WDNA-FM 

WRFG-FM 

WQUB-FM 

KJLU-FM 

WUSM-FM 

KZUM-FM 

KUNV-FM 

KANW-FM 

WRVS-FM 

WESQrFM 

WPBX-FM 

WAPS-FM 

KVRM-FM 

WLCH-FM 

KPVU-FM 

KZAZ-FM 

17  grantees 


City/State 

Hoopa,  CA 
Miami,  FL 
Atlanta,  GA 
Quincy,  IL 
Jefferson  City,  MO 
Hattiesburg,  MS 
Lincoln,  NE 
Us  Vegas,  NV 
Albuquerque,  NM 
Elizabeth  City,  NC 
Rocky  Mount,  NC 
Southampton,  NY 
Akron.  OH 
Eugene,  OR 
Lancaster,  PA 
Prairie  View,  TX 
Bellingham,  WA 
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Appendix  A  (continued) 


FY  1995  Sole  Service  Assistance  Grant  (SSAG) 

The  Sole  Service  Assistance  Grant  (SSAG)  program  is  designed  for  stations  that  provide  the 
only  full-power  broadcast  services  located  in  their  community. 


Station 

KCUK-FM 

KZPA-FM 

KIYU-AM* 

KSDP-AM 

KUHB-FM 

KTNA-FM* 

KNSA-AM 

KIAL-AM 

KNNB-FM 

KBUT-FM* 

KOTO-FM* 

KLNR-FM 

KCIE-FM 

KABR-AM* 

KSHI-FM 

KZUM-FM 

WVMR-AM* 

1 7  grantees 


City/State 

Chevak.  AK 
Fort  Yukon,  AK 
Galena,  AK 
Sand  Point,  AK 
St.  Paul,  AK 
Talkeetna,  AK 
Unalakleet,  AK 
Unalaska.  AK 
Whiteriver,  AZ 
Crested  Butte,  CO 
Telluride,  CO 
Panaca,  NV 
Duke,  NM 
Magdalena,  NM 
Zuni.NM 
Moab,  UT 
Dunmore,  WV 


These  grantees  receive  additional  incentives  because  they  also  meet  criteria  for 
the  National  Program  Production  and  Acquisition  Grant  Program. 
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Appendix  A  (continued) 


FY  1995  Radio  Expansion  Program  Assistance  Grants 

The  following  stations  qualified  for  one  of  three  related  grant  programs  that  are  designed 
to  provide  assistance  for  the  production  or  acquisition  of  programming.  The  grant 
programs  are  similar  to  the  public  radio  National  Program  Production  and  Acquisition 
Grants  (NPPAGs)  for  which  all  Community  Services  Grant  (CSG)  recipients  qualify,  but 
they  are  targeted  toward  stations  that  are  not  yet  CSG-qualified. 


Station 


City/State 


WLJS-FM 

Jacksonville,  AL 

KRZA-FM 

Alamosa,  CA 

KRCB-FM 

Rohnert  Park,  CA 

WHUS-FM 

Storrs,  CT 

WEFT-FM 

Champaign,  IL 

KKSU-FM 

Manhattan,  KS 

WBRH-FM 

Baton  Rouge,  LA 

WMPG-FM 

Portland,  ME 

KRCU-FM 

Cape  Girardeau,  MO 

KKFI-FM 

Kansas  City,  MO 

WEOS-FM 

Geneva,  NY 

WJFF-FM 

Jeffersonville,  NY 

WZRU-FM 

Roanoke  Rapids,  NC 

WPSU-FM 

University  Park,  PA 

KOCV-FM 

Odessa,  TX 

KTXK-FM 

Texarkana,  TX 

WTJU-FM 

Charlottesville,  VA 

WNSB-FM 

Norfolk,  VA 

KBCS-FM 

Bellevue,  WA 

KSER-FM 

Lynnwood,  WA 

KAOS-FM 

Olympia,  WA 

21  grantees 
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FY  1995  Micro-Market  Grant  Program 

The  Micro-Market  Grant  Program  is  designed  for  stations  whose  signal  reaches  a  market  of 
fewer  than  25,000  people.  These  stations  would  be  eligible  for  the  STEP  program  except  for 
the  fact  that  their  markets  are  so  small  that  they  are  not  expected  to  be  able  to  advance 
through  the  levels  of  the  STEP  program. 


Station 

KMUD-FM* 

KAJX-FM* 

KDNK-FM* 

KSJD-FM* 

KVNF-FM* 

KMUN-FM* 


City/State 

Redway,  CA 
Aspen,  CO 
Carbondale,  CO 
Cortez,  CO 
Paonia,  CO 
Astoria,  OR 


6  grantees 

These  grantees  receive  additional  incentives  because  they  also  meet  criteria  for 
the  National  Program  Production  and  Acquisition  Grant  Program. 
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FY  1995  Signal  Extension  Grants 


The  CPB  Public  Radio  Signal  Extension  Grant  Project  has  awarded  17  grants  to  new 
projects  that  are  expected  to  provide  first-time  public  radio  service  to  approximately  2 
million  people. 


Station/City,  State 

KSKO-AM/McGrath,  AK 
WLCH-FM/Lancaster,  PA 
KYUK-AM/Bethel,  AK 
WPLN-FM/Nashville,  TN 
WKSU-FM/Kent,  OH 
WSKG-FM/Binghamton,  NY 
WVPN-FM/Charleston,  WV 
WTEB-FM/New  Bern,  NC 
KDAQ^FM/Shreveport,  LA 
WZRU-FM/Roanoke  Rapids,  NC 
KRPS-FM/Pittsburg,  KS 
WYPL-FM/Memphis,  TN 
WTEB-FM/New  Bern,  NC 
WIPR-AM/SanJuan.PR 
KUHB-FM/St.  Paul  Island,  AK 
KDLG-FM/Dillingham,  AK 
Total  expected  new  senice  population: 


New  Population  Served 

780 

120,000 

7,500 

51,000 

162,716 

25,000 

n/a 

125,000 

40,000 

39,492 

6,351 

148,851 

6,000 

1,286,590 

2,250 

2,000 

2,023,530 
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Appendix  B 

Corporation  for  Public  Broadcasting  System  Development  Fund 
FY  1994  Finalists 


National  System-wide  Projects 

Achieving  News  Excellence  Through  Training:  Diversity  &  National  News 

Initiatives— National  Public  Radio  (NPR),  Washington,  D.C. 
A  two-part  project  leading  to  an  expanded  pool  of  national  level  journalists.  The  "Diversity 
Initiative"  will  train  about  15  people  of  color  in  production  and  reporting  skills  by  offering 
them  intensive  workshops  at  NPR  with  extensive  on-site  follow-up.  The  "National  News 
Initiative"  will  support  a  central  editorial  and  training  base  for  40  independent  and 
station-based  journalists  with  limited  experience.  The  training  objective  is  to  increase  and 
diversify  national  and  local  on-air  voices  and  news  stories. 

African-American  Audience  Research — National  Public  Radio,  Washington,  D.C. 
Audience  research  to  strengthen  public  radio  program  services  to  African-American 
listeners.  This  study  will  inform  program  providers,  stations  and  producers  about  how  to 
enhance  programming  appeal  and  better  communicate  with  and  serve  African-Americans. 
Listening  motivation,  attitudinal  characteristics,  and  key  demographics  will  be  studied  and 
added  to  the  existing  body  of  public  radio  audience  data. 

Closed  Caption  VnWasity—CPB/WGBH  National  Center  for  Accessible  Media,  Boston, 

Massachusetts 
Closed  Caption  University  will  train  public  television  stations  to  use  closed-captioning  in 
local  productions.  Most  local  programs  are  inaccessible  to  deaf  and  hard-of-hearing 
viewers,  unlike  the  national  PBS  schedule,  which  is  dosed-captioned.  Groups  of  10  will 
experience  one  week  of  top-quality  training. 

Diversity  Management  Training — National  Association  of  Blacks  in  Public  Broadcasting,  Inc. 

Houston,  Texas 
Exploration  of  concepts  and  benefits  in  managing  a  diverse  workforce.  Seminars  utilize 
case  studies  and  interactive  exercises  to  maximize  the  programming  and  audience-building 
benefits  of  incorporating  a  variety  of  human  differences  in  all  levels  of  the  work  place, 
including  culture,  race,  gender,  age,  physical  challenge,  education  level,  etc  Participants 
create  diversity  plans  tailored  to  stations. 
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Distribution  System  Planning  Meeting  for  Hispanic  Stations — WBTU-FM,  San  Juan, 

Puerto  Rico 
Strategic  planning  to  establish  the  governance  structure  and  stabilize  the  institutional 
capacity  of  Satelite,  the  new  Hispanic  programming  service.  Stations  will  (1)  analyze 
potential  for  collaboration;  (2)  address  Hispanic  audience  programming  needs;  and  (3) 
explore  local  and  national  underwriting  opportunities. 

Healthy  Station  Project  Creating  Measures  of  Success  for  Emerging  and  Minority 
Stations — National  Federation  of  Community  Broadcasters  (NFCB),  Washington,  D.C. 
Application  of  the  Healthy  Station  curricula  to  four  emerging  and/or  minority  public 
radio  stations.  Curricula  integrates  a  matrix  of  governance,  programming,  and  fundraising 
to  address  long-term  station  developmental  goals.  NFCB  will  also  conduct  four,  two-day 
regional  leadership  workshops  that  encourage  management  team  building.  Twenty-five 
participants  per  workshop  are  targeted. 

Latino  Producers  Intern  Program,  Phase  2 — Radio  Bilingue,  Inc,  Fresno,  California 
Continuation  of  a  six-week,  in-studio  reporting  and  production  internship  conducted  in 
Spanish.  Twelve  station-based  and  independent  producers  will  experience  hands-on 
instruction,  while  working  on  the  award-winning  Noliciero  Latino  and  the  new  national 
talk-show,  Linea  Abierta.  Two  goals  are  (1)  to  increase  the  pool  of  Spanish  speaking  Latino 
reporter/producers  in  the  system,  particularly  those  who  will  provide  programming  for  the 
new  Satelite  network;  and  (2)  to  strengthen  Latino  stations'  local  programming  and 
participation  in  national  programming. 

Local  Link  Network — Minnesota  Public  Radio  (MPR),  St.  Paid,  Minnesota 
A  technological  exploration  to  more  effectively  and  efficiently  expand  local  service,  reach 
unserved  audiences,  and  standardize  production  values.  T-l  and  digital  audio  storage  and 
retrieval  will  be  incorporated.  MPR  will  establish  management  protocols  for  handling 
multiple,  simultaneous  feeds,  in  real  and  proximate  time,  and  demonstrate  cost-efficient 
operations.  This  model  has  implications  for  licensees  operating  regional  or  statewide 
networks,  "sharenet"  systems,  and  stations  seeking  service  niches  in  the  new  multichannel 
environment. 

Managing  Change  Clearinghouse— Association  of  America's  Public  Television  Stations, 

Washington,  D.C. 
Continuation  of  a  national  database  system  for  collecting  and  sharing  information, 
expertise,  and  efficiencies  among  public  television  stations.  Stations  will  receive 
information  in  print  and  on  line.  The  purpose  is  to  enhance  local  service,  position  stations 
as  educational  and  community  partners,  increase  awareness  of  multichannel  service 
options,  identify  and  share  proven  audience-building  strategies  and  services,  and  to  help 
public  television  stations  signal  their  value. 
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Music  Education  Community  Outreach — Connecticut  Public  Radio,  Hartford,  Connecticut 
A  community  outreach  model  for  public  radio  on  the  importance  of  music  education  in 
schools.  This  effort  will  assist  participating  stations  to  position  themselves  as  a  vital 
community  link  about  school  music  education.  Connecticut  Public  Radio  will  disseminate 
outreach  kits  to  interested  public  radio  stations.  Outreach  kits  will  contain  a  series  of  radio 
reports  designed  to  fit  into  public  radio's  news  magazines,  along  with  other  materials. 

PTVNightlight— Nebraska  ETV Network,  Lincoln,  Nebraska 

Start-up  funding  for  a  fully  automated,  system-wide,  overnight  television  service.  PTV 
Nightlight  will  (1)  extend  PTV  programming  to  an  after-midnight  audience;  (2)  secure 
continued  cable  carriage  by  providing  a  24-hour  service  and  strengthen  the  relationship 
between  stations  and  cable  systems;  (3)  increase  viewership  of  already-funded  programming; 
(4)  save  operational  costs  on  transmitters;  and  (5)  thereby  further  position  public  television 
in  a  multichannel  environment 

PTV  Ready-to-Learn  Family  Times  Newsletter—  WGTE-  TV,  Toledo,  Ohio 
Supports  addition  issues  of  the  Family  Times  Newsletter,  supplemental  material  for  families 
and  childcare  providers  that  compliments  the  PTV  Ready-to-Learn  Service  on  PBS.  The 
newsletter  targets  low-income  families.  It  also  contains  a  schedule  of  all  children's  public 
television  programs  and  provides  tools  and  techniques  to  enhance  the  learning  of  children 
ages  2  through  6. 

PTV,  The  Ready-to-Learn  Service  on  PBS — Public  Broadcasting  Service,  Alexandria,  Virginia 
Grants  for  11  Ready-to-Learn  model  site  stations  that  support  a  full-time  outreach  person 
and  distribution  of  ancillary  materials  and  training.  Dedicated  Ready-to-Learn  (RTL)  staff 
are  believed  critical  to  implementing  the  model  site  phase  of  a  national  program  service  on 
PBS  and  to  ensuring  the  system's  long-term  RTL  funding. 

Public  Radio  Development/Marketing  Strategic  Toolbox — Development  Exchange,  Inc. 

Arlington,  Virginia 
Workshops  for  station  development  personnel  to  expand  station  capability  to  increase 
revenue  and  sustain  financial  stability.  Focus  will  be  on  strategic  approaches,  reaching  and 
serving  new  audiences,  and  diversifying  funding  sources — individual  gifts,  foundations, 
and  corporations.  Updated  toolbox  information  will  be  utilized  for  training. 

Station-Specific  Training  Grants 

KDNA-FM  Rural  Training  II — Northwest  Chicano  Radio  Network,  Granger,  Washington 
Second  phase  of  training  conducted  in  Spanish  to  cultivate  producers  for  the  new  Satelite 
network  and  local  programming.  KDNA  staff  and  volunteers,  many  of  whom  are  migrant 
farm  workers,  will  participate.  Curricula,  training  manuals,  and  training  tapes,  all  in 
Spanish,  will  be  created  for  long-term  use. 
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Native  Station  On^Site  Workshop— Indigenous  Broadcast  Center,  Anchorage,  Alaska 
An  18-month,  on-site  training  initiative  in  production,  audio  engineering,  and  basic 
reporting.  The  goal  is  to  enhance  local  programming  at  participating  stations  and  to 
position  Native  stations  to  contribute  to  the  new  24-hour  American  Indian  Radio  on 
Satellite  network  (AIROS).  Participating  Native  stations  are  KILI,  Porcupine,  South  Dakota; 
KEYA,  Belcourt,  North  Dakota;  KINI,  St.  Francis,  South  Dakota;  WOJB,  Hayward, 
Wisconsin;  KABR,  Magdalena,  New  Mexico;  KIDE,  Hoopa,  California;  KWSO,  Warm 
Springs,  Oregon;  KSUT,  Ignacio,  Colorado;  and  KTDB,  Pine  Hill,  New  Mexico. 

WIPR-TV  State-of-the  Art  Production  Training— Puerto  Rico  Public  Broadcasting 

Corporation,  San  Juan,  Puerto  Rico 
An  18-month  initiative  that  provides  training  in  production,  direction,  lighting,  and 
post-production.  The  purpose  is  to  (1)  develop  a  team  of  producers  and  directors  that 
creates  programming  at  PBS  standards  and  contributes  to  the  national  schedule;  (2) 
maximize  the  utilization  of  state-of-the-art  production  equipment;  and  (3)  develop  a 
long-term  internal  training  program.  Eight  short  courses  and  manuals  will  be  developed  in 
Spanish  for  an  initial  60  participants. 

Training  and  Digital  Conversion — KMUN-FM/Tillicum  Foundation,  Astoria,  Oregon 
Staff  training  in  intermediate  and  advanced  analog  and  digital  production,  voice  and 
speech,  news,  and  expository  writing  and  production  management. 

WMMT  Rural  Radio— WMMT-FM Appalshop,  Inc.,  Whitesburg,  Kentucky 

An  18-month  project  to  train  core  staff  and  volunteers  in  fundraising,  audience 

development,  and  production  that  includes  digital  technology.  WMMT,  serving  central 

Appalachia,  will  involve  advisory  board  members  and  community-based  educators  in  this 

initiative. 
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Corporation  for  Public  Broadcasting  Board  of  Directors 


CHAIRMAN 


(Term  expiration  date  shown  in  parentheses) 
VICE  CHAIRMAN 


Henry  J.  Cauthen  (2000) 

President 

South  Carolina  Educational 

Television  Commission 

P.O.  Box  11000 

Columbia,  South  Carolina  29211 


Carolyn  R.  Bacon  (1996) 
Executive  Director 
O'Donnell  Foundation 
100  Crescent  Court 
Suite  1660 
Dallas,  TX  75201-1884 


DIRECTORS 


Honey  Alexander  (1996) 
208  Craighead  Avenue 
Nashville,  Tennessee  37205 

Diane  D.  Blair  (1998) 
1011  Tanglebriar 
Fayetteville,  Arkansas  72701 

Ritajean  H.  Butterworth  (1998) 
4815  Stanford  Avenue,  NE 
Seattle,  Washington  98105 

Sheila  Tate  (1996) 

President 

Powell  Tate 

700  Thirteenth  Street,  NW 

Suite  1000 

Washington.  D.C.  20005 


Victor  Gold  (1996) 

6309  Beachway  Drive 

Falls  Church.  Virginia  22044-1510 

Frank  Cruz  (2000) 

17  Faire  Winds 

Laguna  Niguel,  California  92677 

Martha  Buchanan  (1996) 
3814  Klingle  Place,  NW 
Washington.  D.C.  20016 

Alan  Sagner  (1998) 
3  ADP  Boulevard 
Roseland,  New  Jersey  07068 


FY  1998  CPB  Appropriation 


31 


1382 

Appendix  D 

Corporation  for  Public  Broadcasting  Organizational  Chart 


32 


FY  1998  CPB  Appropriation 


1383 
Appendix  E 

Corporation  for  Public  Broadcasting  Congressional  Directives 

Independent  Television  Service  (ITVS) 

RECOMMENDATION: 

S.  Rept.  102-397  (CPB  FY  1995) 
Committee  Report 

The  Committee  indicated  that  CPB  should  base  funding  for  the  ITVS  on  total  annual 
appropriations  and  include  production  grants,  promotion,  packaging,  and  administration 
funds  in  a  single  allocation. 

ACTION  TAKEN: 

Production  and  operating-expense  contracts  between  CPB  and  the  ITVS  for  fiscal  years 
1990,  1991,  and  1992  were  executed  on  June  19,  1991.  For  FY  1993,  the  contracts  were  executed 
on  May  M,  1993,  and  for  FY  1994,  the  contracts  were  executed  on  November  24,  1993.  Under 
these  contracts,  CPB  committed  to  pay  $  14,550,700  to  the  ITVS  for  fiscal  years  1990  and 
1991  and  to  pay  $8,000,000  each  for  fiscal  years  1992, 1993,  and  1994. 

As  of  December  31,  1994,  CPB  paid  the  ITVS  $14,300,700  in  production  and  operating 
expenses  for  fiscal  years  1990  and  1991.  Further,  CPB  paid  the  ITVS  $7,593,018  in  production 
and  operating  expenses  for  FY  1992,  $5,706,982  for  FY  1993,  and  $6,108,018  for  FY  1994.  As 
the  ITVS  enters  into  contracts  with  producers,  more  of  the  funding  committed  by  CPB 
will  be  disbursed  to  the  ITVS. 

For  FY  1995,  CPB  increased  the  allocation  to  the  ITVS  by  $550,000  to  $7,750,000  for 
production  expenses.  The  amount  for  operating  expenses  remained  $800,000,  bringing  the 
total  allocation  to  $8,550,000. 

Minority  Consortia 
RECOMMENDATION: 

H.  Rept  103-156  (CPB  FY  1996) 
Committee  Report 

The  Committee  recommended  that  the  Minority  Consortia  receive  increases  for  operating 
expenses.  The  Committee  stated  that  CPB  should  work  closely  with  the  minority  stations 
and  producers  to  ensure  their  full  participation  in  the  competition  for  funds  available 
through  the  Program  Development  and  Challenge  Funds. 
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ACTION  TAKEN: 

To  ensure  the  full  participation  of  the  Minority  Consortia  in  competition  for  program- 
ming funds,  CPB,  the  Consortia,  and  the  stations  reached  agreement  on  a  plan  to  increase 
radically  both  the  national  role  of,  and  dollars  for,  the  five  CPB-created  and  -maintained 
minority  consortia. 

The  agreement  reflects  each  consortium's  strategic  alliance  with  a  local  public  television 
station,  establishment  of  a  System  Advisory  Group  (SAG)  to  help  direct  the  consortia's 
efforts,  and  station  representation  on  each  consortium's  board  of  directors.  Further,  each 
consortium  will  (1)  develop  a  business  plan  that  projects  short-  and  long-term  use  of 
funding  available  to  serve  the  consortium's  community-assessed  needs;  (2)  report  on  the 
status  of  each  of  these  tasks  to  all  partners;  and  (3)  work  toward  the  ultimate  goal  of 
creating  a  well-planned,  concrete  strategic  proposal  for  use  of  the  1996  minority  program 
funds. 

Multicultural  Programming 

RECOMMENDATION: 

H.  Rept.  103-156  (CPB  FY  1996) 
Committee  Report 

The  Committee  encouraged  CPB  to  use  such  programming  as  a  weekly  English-language 
radio  journal  as  a  model  for  developing  new  radio  and  television  programming. 

ACTION  TAKEN: 

In  FY  1993  and  FY  1994,  CPB  funded  a  weekly  English-language  radio  journal,  Latino  USA, 
dedicated  to  coverage  of  the  country's  Hispanic  community.  In  addition,  CPB  has 
provided  funding  for  the  operating  costs  of  a  24-hour  Spanish-language  programming 
service.  Satelite  premiered  in  September  1993,  and  its  programming  is  being  used  by 
stations  controlled  by  Hispanics  and  non-Hispanics. 

In  January  1994,  CPB  announced  funding  of  a  daily  one-hour  Spanish-language 
telephone  call-in  program,  LineaAbierta  (Open  Line).  The  series  will  premier  in  late 
February  1995.  CPB  has  created  a  similar  infrastructure  and  call-in  program  for  Native 
Americans. 

Through  these  efforts,  CPB  is  striving  to  find  ways  to  serve  underserved  audiences, 
including  those  from  diverse  cultures. 
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Budget  Submissions 


RECOMMENDATION: 


H.  RcpL  103-156  (CPB  FY  1996) 
Committee  Report 

The  Committee  expects  future  budget  submissions  to  include  multi-year  funding  levels  and 
descriptions  of  major  activities  receiving  CPB  programming  support. 

ACTION  TAKEN: 

This  information  is  contained  in  Appendix  L  of  this  justification. 

Ready-to-Leara 

RECOMMENDATION: 

S.  Rept  103-143  (CPB  FY  1996) 
Committee  Report 

The  Committee  directed  CPB  to  consult  with  the  Department  of  Education  to  assure  that 
the  Department's  school-readiness  and  curriculum  goals  are  integrated  into  CPB's 
implementation  of  the  Ready-to-Learn  Act.  The  Committee  also  directed  CPB  to  comply 
with  the  definition  of  eligible  entities  as  stated  in  the  Ready-to-Learn  Act. 

H.  Rept  103-275  (CPB  FY  1996) 
Conference  Report 

The  conferees  directed  CPB  to  set  aside  $7  million  for  ready-to-learn  activities  prior  to 
allocating  funds  under  the  statutory  formula.  The  conferees  also  directed  CPB  to  consult 
with  the  Department  of  Education  to  assure  that  the  Department's  school-readiness  goals 
are  integrated  into  CPB's  implementation  of  the  Ready-to-Learn  Act.  The  conferees  also 
directed  CPB  to  comply  with  the  definition  of  eligible  entities  as  stated  in  the 
Ready-to-Learn  Act. 

ACTION  TAKEN: 

CPB  is  working  closely  with  the  Department  of  Education  to  ensure  that  the  Ready-to- 
Learn  funds  are  used  efficiently.  Both  institutions  have  had  a  series  of  planning  meetings  to 
delineate,  to  define,  and  to  develop  a  mutually  acceptable  school-readiness  project 
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Minority  Programming  and  Training  Report 

RECOMMENDATION: 

H.  Rept  103-553  (CPB  FY  1997) 
Committee  Report 

The  Committee  directed  CPB  to  report  on  efforts  to  enhance  minority  programming 
activities  and  support  the  recruitment  and  training  of  minority  media  professionals. 

ACTION  TAKEN: 

CPB's  report  to  the  Committee  will  be  submitted  in  February  1995. 

Public  Television  Station  Report 

RECOMMENDATION: 

H.  Rept  103-553  (CPB  FY  1997) 
Committee  Report 

The  Committee  encouraged  CPB  to  continue  examining  the  issue  of  public  television 
station  overlap  and  report  to  the  Committee  on  specific  overlap  areas,  recommendations, 
and  progress  toward  addressing  this  issue. 

ACTION  TAKEN: 

CPB's  report  to  the  Committee  was  submitted  in  February  1995. 

Compensation  to  Performers 

RECOMMENDATION: 

H.  Rept  103-773  (CPB  FY  1997) 
Conference  Report 

The  conferees  requested  that  CPB  conduct  a  review  of  the  compensation  policies  for 
performers  paid  for  by  the  public  broadcasting  system. 

ACTION  TAKEN: 

CPB's  report  will  be  submitted  in  February  1995. 
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FY  1969-FY  1998 


<* 

i  in  Millions) 

Administration 

Fiscal 

Request  Sent  to 

HOUSE 

SENATE 

Year 

Congress 

Allowance 

Allowance 

Appropriation 

1969 

$9.0 

0>) 

$6.0 

$5.0 

1970 

$15.0 

(b) 

$15.0 

$15.0 

1971 

$22.0 

(b) 

$27.0 

$23.0 

1972 

$35.0 

$35.0 

$35.0 

$35.0 

1973 

$45.0 

$45.0 

$45.0 

$35.0 

1974 

$45.0 

0>) 

$55.0 

$50.0 

1975 

$60.0 

$60.0 

$65.0 

$62.0 

1976 

$70.0 

$78.5 

$78.5 

$78.5 

3SP 

$17.0 

$17.5 

$17.5 

$17.5 

$70.0 

$96.7 

$103.0 

$103.0 

1978 

$80.0 

$107.1 

$121.1 

$119.2 

1979 

$90.0 

$120.2 

$140.0 

$120.2 

1980 

$120.0 

$145.0 

$172.0 

$152.0 

1981 

$162.0 

$162.0 

$162.0 

$162.0 

1982 

$172.0 

$172.0 

$172.0 

$172.0 

1983 

$172.0 

$172.0 

$172.0 

$137.0 

1984 

$110.0 

$110.0 

$130.0 

$137.5 

1985 

$85.0 

$130.0 

$130.0 

$150.5 

1986 

$75.0 

$130.0 

$130.0 

$159.5 

1987 

$186.0 

8 

$238.0 

$200.0 

1988 

$214.0 

$214.0 

$214.0 

1989 

$214.0 

$214.0 

$238.0 

$228.0 

1990 

$214.0 

$238.0 

$248.0 

$229.4(C) 

1991 

$214.0 

(b) 

$302.5  (d) 

$298.9(d) 

1992 

$242.1 

$314.1  (d) 

$340.5  (d) 

$327.3(d) 

1993 

$306.5(d) 

$306.5  (d) 

$34 1.9(d) 

$3 18.6(d) 

1994 

$260.0 

$253.3 

$284.0 

$275.0 

1995 

$275.0 

$271.6 

$310.0 

$285.6(e) 

1996 

$292.6 

$292.6 

$320.0 

$312.0(0 

1997 

$292.6 

:,:    *&tm 

$330.0 

$315.0 

1998   , 

■S296A    ;, 

i:      -TBD-;, 

-TBD-     1 

(a)  Transition  Quarter 

(b)  Allowance  not  included  in  House  Bill  because  of  the  lack  of  authorizing  legislation.  Senate 
allowance  considered  by  House  Conferees  at  conference  on  Appropriation  Bill(s). 

(c)  Reduced  FY1990  Sequestration. 

(d)  Includes  funds  appropriated  for  Satellite  Replacement  Fund. 

(e)  Reduced  from  $292.6  million  in  PL  103-331  The  House  proposed  a  recission  of  $21 
million,  to  a  level  of  $271.6  million. 

(f)  Includes  $7  million  for  the  administration  of  the  Ready-to-Lcam  Act. 
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Basis  for  Advance  Funding 

Purpose 

Advance  funding  means  that  decisions  on  the  amount  of  federal  support  for  public 
broadcasting  are  made  ahead  of  time.  Currently,  funding  for  CPB  is  authorized  for  a 
period  of  three  years  and  appropriations  are  made  two  years  in  advance.  Despite  multi-year 
authorization,  CPB  receives  only  one  year's  appropriation  at  a  time. 
Advance  funding  provides  two  important  benefits: 

(1)  First  Amendment  Considerations.  The  advance  funding  policy  was  developed  by 
Congress  in  order  to  help  insulate  CPB  from  politically  motivated  interference  with 
programming.  If  funding  for  public  broadcasting  were  on  the  regular  appropriation  cycle, 
it  might  encourage  attempts  to  influence  programming  through  current-year 
appropriations.  With  a  two-year  buffer  in  place,  such  influence  is  less  likely  to  occur, 
because  funding  for  the  next  two  years  is  already  secured. 

(2)  Leverage  for  Other  Funds.  Advance  funding  allows  CPB  and  grant  recipients  to  include 
projected  federal  support  in  their  budget-planning  and  program-acquisition  process  two 
years  before  those  budgets  are  implemented.  Many  funders  base  their  support  on  the  ability 
of  stations  to  raise  funds  from  other  sources,  including  CPB. 

A  third  benefit,  although  far  less  significant  than  the  first  two,  is  derived  from  advance 
funding — it  provides  lengthy  lead  time  for  production  of  major  programming.  Signature 
series  such  as  the  Civil  War  and  Eyes  on  the  Prize  typically  require  several  years  to  produce. 

Historical  Background 

In  1975,  recognizing  the  need  to  preserve  the  First  Amendment  rights  of  public 
broadcasters  and  the  importance  of  long-range  financing  to  the  growth  and  development 
of  public  broadcasting,  Congress  began  to  explore  methods  to  achieve  these  goals  and 
satisfy  the  need  for  oversight  of  federal  funds.  The  Ford  administration  submitted  a  bill  to 
Congress  that  would  provide  five-year  advance  authorization  and  appropriation.  Although 
this  specific  proposal  was  not  passed,  it  led  to  the  compromise  authorization  and 
appropriation  cycle  under  which  CPB  currently  operates.  President  Gerald  Ford  reasoned 
that  advance  funding 

is  a  constructive  approach  to  the  sensitive  relationship  between  federal 
funding  and  freedom  of  expression.  It  would  eliminate  the  scrutiny  of 
programming  that  could  be  associated  with  the  normal  budgetary  and 
appropriations  processes  of  the  Government....  I  believe  that  it  will  assure 
the  independence  of  non-commercial  radio  and  television  programming  for 
our  Nation;  and,  long-term  federal  funding  will  add  stability  to  the 
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financing  of  public  broadcasting  which  may  enhance  the  quality  of  its 
programming.  (Office  of  the  White  House  Press  Secretary,  Statement  by  the 
President,  February  13,  1975) 

In  July  1975.  the  House  of  Representatives  Committee  on  Appropriations  reported  that 
five-year  advance  funding  exceeded  the  reasonable  limits  needed  to  insure  responsible 
spending.  The  Committee  recognized,  however,  the  importance  of  advance  funding,  and 
through  a  collaborative  effort  between  authorizes  and  appropriators,  Congress  enacted 
two-year  advance  appropriations  beginning  in  1976. 
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Projected  Public  Broadcasting  Nonfederal  Income  and  Resulting 
Federal  Matching  Fund  Limitations 

($  in  Millions) 


Actual  or 

Projected 

Federal 

Actual 

Actual 

Fiscal 

Nonfederal 

Matching 

Funds 

Funds 

Year 

Income  (2) 

Funds  (3) 

Authorized 

Appropriated 

1984 

$807.3  Actual 

$323.8 

$145.0 

$137.5 

1985 

$917.1  Actual 

$367.7 

$153.0 

$150.5 

1986 

$948.3  Actual 

$403.7 

$162.0 

$159.5 

1987 

$1,051.5  Actual 

$458.6 

$200.0 

$200.0 

1988 

$1,120.3  Actual 

$4742 

$214.0 

$214.0 

1989 

$1,284.7  Actual 

$420.6 

$238.0 

$228.0 

1990 

$1,314.1  Actual 

$448.1 

$254.0 

$229.4 

1991 

$1,409.0  Actual 

$513.9 

$245.0 

$242.1 

1992 

$1,4373  Actual 

$525.6 

$265.0 

$251.0 

1993 

$1,443.0  Actual 

$563.6 

$285.0 

$253.3 

1994 

$1,479.1  Projected 

$574.9 

$310.0 

$275.0 

1995 

$1,516.1  Projected 

$5772 

$375.0 

$285.6  (4) 

1996 

$1,554.0  Projected 

$591.6 

$425.0 

$312.0 

1997 

$1,592.8  Projected 

$606.4 

-TBD- 

$315.0 

1998 

$1,632.6  Projected 

$621.6 

-TBD- 

-TBD- 

(1)  Section  396(k)(l)(Q  of  the  Public  Broadcasting  Act  of  1967,  as  amended,  limits  federal 
appropriations  to  CPB  to  an  amount  equal  to  a  portion  of  the  funds  raised  from 
nonfederal  sources.  The  current  matching  provision  requires  that  $2.50  in  nonfederal 
support  be  raised  for  every  $1.00  of  federal  appropriations.  Actual  appropriations  have  not 
approached  these  levels. 

(2)  Nonfederal  income  is  projected  to  grow  at  2.5  percent  per  year. 

(3)  The  level  of  potential  federal  matching  funds  is  determined  by  matching  nonfederal 
income  earned  in  the  second  preceding  year,  at  a  ratio  of  one  federal  dollar  for  every  $2  of 
nonfederal  income  for  years  prior  to  1989.  PL  100-626,  the  Public  Telecommunications  Act 
of  1988.  changed  that  formula  to  one  federal  dollar  for  every  $2.50.  Those  years  affected  by 
this  change  are  in  bold. 

(4)  The  FY1995  appropriation,  as  originally  enacted  on  October  6,  1992,  included  $292.64 
million  for  CPB.  As  part  of  PL  103-333,  enacted  on  September  30,  1994,  $7  million  of  the 
FY  1995  appropriation  was  rescinded. 


40 


FY  1998  CPB  Appropriation 


1391 
Appendix  I 

Income  of  Public  Broadcasting  by  Source,  FY  1993 


A.  14% 


J.  6% 


I.  10% 


H.6% 


B.  14% 


C.  17% 


D.  23% 


A.  CPB  Appropriation 

B.  State  Governments 

C.  Businesses 

D.  Subscribers 

E.  Auctions 


F.  Local  Governments 

G.  Foundations 
H.  Other  Federal 

I.  Colleges  and  Universities 
J.  All  Others 
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Appropriation  Language  Proposed  by  the  Corporation  for  Public 
Broadcasting  for  FY  1998 


"Public  Broadcasting  Fund" 
For  payment  to  the  Corporation  for  Public  Broadcasting,  as  authorized  by  the 
Communications  Act  of  1934,  an  amount  which  shall  be  available  within  limitations 
specified  by  the  Act,  for  the  fiscal  year  [1997]  1998,  [$315,000,000]  $315,000,000:  Provided, 
That  no  funds  made  available  to  the  Corporation  for  Public  Broadcasting  by  this  Act  shall 
be  used  to  pay  for  receptions,  parties,  or  similar  forms  of  entertainment  for  Government 
officials  or  employees:  Provided  further,  That  none  of  the  funds  contained  in  this 
paragraph  shall  be  available  or  used  to  aid  or  support  any  program  or  activity  from  which 
any  person  is  excluded,  or  is  denied  benefits,  or  is  discriminated  against,  on  the  basis  of 
race,  color,  national  origin,  religion,  or  sex. 

Q  =  proposed  deleted  language 
Bold  =  proposed  new  language 
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Basic  Radio  and  Television  Community  Service  Grant  Criteria 

Television 

In  addition  to  other  criteria,  a  CPB-supported  public  television  station  must: 

•  be  a  full  power,  on-the-air,  UHF  or  VHF  station  operating  under  a 
noncommercial  educational  license  granted  by  the  Federal  Communications 
Commission  (FCC); 

•  be  headed  by  a  manager  with  programming  and  budget  responsibility  and 
authority, 

•  have  a  full-time  staff  of  five  and  an  additional  five  full-time  equivalent,  none 
of  whom  can  be  paid  with  CPB  funds;  and 

•  have  at  least  $550,000  in  FY  1994  and  $600,000  in  FY  1995  in  nonfederal 
income  and  be  able  to  demonstrate  financial  viability  and  local  support. 

Radio 

In  addition  to  other  criteria,  a  CPB-supported  public  radio  station  must: 

•  be  an  AM  or  FM  radio  station  operating  under  a  noncommercial  educational 
license  granted  by  the  FCC  with  sufficient  power  to  provide  primary  signal 
coverage  in  the  community  of  license; 

•  have  a  minimum  of  five  full-time  professional  employees,  none  of  whom  can 
be  paid  with  CPB  funds;  and 

•  have  a  minimum  of  nonfederal  annual  income  of  $205,271  in  FY  1995  and  be 
able  to  demonstrate  its  financial  viability  prior  to  being  qualified  for  a  CPB 
grant 
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Multi-Year  Funding:  Television  Program  Fund 

Program  Purpose  Funding  (in  Millions) 

FY93      FY94       FY9? 

A.  National  Fulfills  congressional  directive  to  $22.5      $22.5      $22.5 
Programming  Plan    increase  funding  for  national 

programing.  Funds  are  managed  by  the 
Public  Broadcasting  Service  through  a 
contract  with  CPB. 

B.  Independent  Fulfills  congressional  directive  to  fund  a  $72        $72         $7.8 
Television  Service*     service,  separate  from  CPB,  that 

supports  the  production  of  television 
programming  by  independent  producers. 

C.  CPB/PBS  Program    Matches  funds  raised  by  stations  for  the 

Challenge  Fund        development  of  new  programming.  $5.0        $5.0        $5.0 

Jointly  managed  by  CPB  and  PBS. 


D.  Multicultural  Supports  programming  by  and  about  $3.0        $3.0        $3.0 
Program  Project        minorities;  one-third  of  the  funds  will 

be  managed  by  the  Minority  Consortia.* 

E.  Public  Television       Funds  community  efforts  revolving  $1.1        $1.2        $12 
Outreach  Alliance     around  a  programming  theme 

addressing  national  and  local  challenges. 
FY1994  issue:  Women's  Health. 

F.  General  Program        Funds  the  development  of  new  national         $4.3        $6.0         $9.0 
Review  programming,  including  children's, 

news,  and  cultural  programming. 

G.  Other  Program-        Sustains  educational  services,  inter-  $4.5        $6.1         $3.1 
ming  Activities         national  program  development,  and 

*  Additional  funds  for  administrative  support  provided  by  System  Support  funds. 
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STATEMENT  OF  KEN  NELSON 

EXECUTIVE  DIRECTOR 

NATIONAL  EDUCATION  GOALS  PANEL 

BEFORE  THE 

APPROPRIATIONS  SUBCOMMITTEE  ON  LABOR, 

HEALTH  AND  HUMAN  SERVICES,  AND  EDUCATION 

U.S.  HOUSE  OF  REPRESENTATIVES 

Introduction 

MR.  CHAIRMAN,  MEMBERS  OF  THE  SUBCOMMITTEE.  Thank  you  for  the  opportunity 
to  appear  before  your  Subcommittee  today  regarding  the  National  Education  Goals 
Panel's  1 996  budget  request.  My  name  is  Ken  Nelson  and  I  am  the  Executive  Director 
of  the  National  Education  Goals  Panel. 

Overview 

As  you  know,  the  bipartisan  Panel  was  established  in  1990  following  the  historic 
Education  Summit  held  in  September  1989  at  Charlottesville,  Virginia.  At  this 
meeting,  the  President  and  the  Nation's  Governors,  established  an  accountability 
process  for  achieving  the  National  Education  Goals  by  the  year  2000. 

They  believed  that  establishing  National  Education  Goals  would  capture  the  attention 
and  resolve  of  all  Americans  to  restructure  our  schools  and  radically  increase  our 
expectations  for  student  performance.  But  they  also  recognized  that  adopting  National 
Goals  would  ultimately  prove  an  empty  gesture  without  a  shared  commitment  to 
achieving  them  and  to  holding  ourselves  accountable  for  their  success.  Accordingly, 
the  National  Education  Goals  Panel  was  established  and  charged  with  measuring  our 
progress  toward  achieving  the  National  Education  Goals  over  ten  years.  In  1 994,  the 
National  Education  Goals  Panel  was  established  in  law  by  the  Goals  2000:  Educate 
America  Act,  Public  Law  1 03-227,  as  an  independent  agency  in  the  Executive  branch 
of  the  Federal  government.    Two  additional  Goals  were  added  to  the  original  six. 

The  eight  National  Education  Goals  state,  by  the  year  2000, 

1 .  All  children  in  America  will  start  school  ready  to  learn; 

2.  The  high  school  graduation  rate  will  increase  to  at  least  90  percent; 

3.  All  students  will  leave  grades  4,  8,  and  1 2  having  demonstrated  competency  over 
challenging  subject  matter; 

4.  The  Nation's  teaching  force  will  have  access  to  programs  for  the  continued 
improvement  of  their  professional  skills; 

5.  United  States  students  will  be  first  in  the  world  in  mathematics  and  science 
achievement; 

6.  Every  adult  American  will  be  literate  and  will  possess  the  knowledge  and  skills 
necessary  to  compete  in  a  global  economy; 
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7.  Every  school  in  the  United  States  will  be  free  of  drugs,  violence,  and  unauthorized 
presence  of  firearms  and  alcohol  and  will  offer  a  disciplined  environment 
conducive  to  learning;  and 

8.  Every  school  will  promote  partnerships  that  will  increase  parental  involvement  and 
participation  in  promoting  the  social,  emotional,  and  academic  growth  of  children. 

The  bipartisan  Panel  is  composed  of  18  members:  two  senior-level  Federal  Executive 
Branch  officials  appointed  by  the  President;  eight  governors,  appointed  by  the 
Chairperson  of  the  National  Governors'  Association  in  consultation  with  its 
Vice-Chairman;  two  members  of  the  U.S.  Senate,  designated  by  its  Majority  and 
Minority  leaders;  two  Members  of  the  U.S.  House  of  Representatives,  designated  by 
its  Majority  and  Minority  leaders;  and  four  members  of  state  legislatures  appointed  by 
the  President  of  the  National  Conference  of  State  Legislatures. 

The  Panel's  primary  responsibilities  are:  (1)  reporting  on  National  and  State  progress 
toward  achieving  the  National  Education  Goals;  (2)  reporting  on  promising  and 
effective  actions  taken  at  the  National,  State,  and  local  levels  to  achieve  the  National 
Education  Goals;  (3)  promoting  high  academic  standards  by  reviewing  and  approving 
voluntary  content  and  performance  standards,  and  reporting  on  opportunity-to-learn 
standards;  and  (4)  building  a  national  bipartisan  consensus  for  education  improvement. 

In  February  1994,  the  Goals  Panel  developed  a  3-5  year  plan  of  action,  driven  by 
vision  and  mission,  that  delineates  the  strategic  activities  and  results  to  be  achieved. 

Vision 

The  Goals  Panel  will  be  the  premier  champion  and  catalyst  in  the  country  for  achieving 
the  National  Education  Goals.  States  and  communities  will  make  continuous 
improvement  toward  Goal  attainment  through  the  year  2000.  Students,  parents, 
workers  and  businesses  will  realize  tangible  improvements  as  the  result  of  increased 
educational  performance. 

Mission 

The  mission  of  the  National  Education  Goals  Panel  is  to  catalyze  fundamental  change 
in  schools,  communities,  states  and  the  nation  in  order  to  attain  the  National 
Education  Goals. 

The  Goals  Panel  will  achieve  this  mission  by  reporting  on  Goal  attainment,  encouraging 
the  development  of  voluntary  education  content  standards,  performance  standards, 
assessment  systems  and  opportunity  to  learn  standards,  as  well  as  reporting  on 
promising  and  effective  policies  and  practices. 
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The  Goals  Panel  will  strive  to  build  a  nationwide,  bipartisan  consensus  on  the 
necessity  of  achieving  the  National  Education  Goals  and  on  effective  ways  to  attain 
them. 

Strategic  Direction 

Report  on  Achieving  the  Goals 

•  Publish  an  annual  report  summarizing  an  assessment  of  progress  by  the 
States  and  the  Nation  toward  achieving  the  Goals  that  is  clearly 
understandable  by  the  American  public.  Prepare  specialized,  but  short, 
reports  aimed  at  audiences  concerned  with  individual  Goals  or  specialized 
subject  areas. 

•  Encourage  State  and  local  reporting  of  relevant  data,  and  provide 
handbooks  and  limited  technical  assistance  to  states  and  communities. 

•  Adopt  additional  policy  positions  urging  particular  gaps  in  data  to  be 
closed  by  either  the  Federal  government  or  the  states.  The  Panel  should 
reiterate  its  support  for  improvements  in  the  collection  of  useful  data. 

Report  on  Promising  and  Effective  Actions 

•  Identify  large  scale  policies,  programs,  trends  and  government  changes 
that  could  have  nationwide  impact  on  Goal  attainment. 

•  Explore  different  options  for  reaching  the  Goals. 

•  Prepare  recommendations  and  communicate  results  through  a  variety  of 
strategies. 

•  Identify  actions  that  different  levels  of  government  should  take  to 
achieve  the  Goals. 

Academic  Standards 

•  Provide  nominations  to  the  President  for  vacancies  on  the  National 
Education  Standards  and  Improvement  Coun  .il  (NESIC). 

•  Review  NESIC  proposed  criteria  for  certifying  standards  and 
assessments. 

•  Review  NESIC  certified  standards. 

•  Report  on  state  opportunity-to-learn  standards,  strategies  and  their 
application. 


Building  a  Bipartisan  Consensus 


Focus  on  policy  makers,  educators,  parents  and  others  concerned  with 
education  to  promote  the  urgency  for  action  at  the  State  and  local  level. 


•  Build  a  nationwide,  bipartisan  consensus  on  necessary  reforms  and 

strategies  to  achieve  the  Goals. 

The  Goals  Processi 

Meeting  the  challenges  of  the  next  century  will  require  the  involvement  of  all 
Americans:  public  officials,  educators,  parents,  business  and  community  leaders,  and 
students.  Becoming  active  participants  in  improving  our  ability  to  gauge  our  education 
performance  will  enable  us  to  make  better  decisions  that  will  benefit  our  schools.  One 
of  the  most  important  roles  that  the  Goals  Panel  plays  is  encouraging  collaborative 
efforts  to  improve  education  that  are  taking  place  at  all  levels  of  governance  and, 
hopefully,  in  every  community. 

The  heart  of  the  Goals  Process  is  informed  decision-making.  Citizens  need  accurate, 
reliable  information  to  determine  the  strengths  and  weaknesses  of  their  education 
systems  and  to  make  decisions  that  will  allow  those  systems  to  perform  at  more 
ambitious  levels.  The  Goals  Process  can  help  communities  determine  how  well  they 
are  doing,  where  they  would  like  to  be,  and  what  they  will  have  to  do  to  move  their 
results  in  the  desired  direction.    It  involves  three  essential  steps: 

D  Adopting  and  adapting  the  National  Education  Goals  to  reflect  high  expectations 
for  all  learners  and  cover  a  lifetime  of  learning,  from  the  preschool  years  through 
adulthood; 

°  Assessing  current  strengths  and  weaknesses,  setting  their  own  baseline,  and 
building  a  strong  accountability  system  to  measure  and  report  progress  regularly 
towards  all  of  the  Goals;  and 

°  Developing  and  implementing  strategies  for  educational  improvement  with  all  the 
affected  parties  actively  involved. 

Once  these  steps  have  been  taken  and  the  community  has  made  a  long-term 
commitment  to  evaluate  its  progress,  it  can  use  the  information  it  is  collecting  along 
the  way  to  fine-tune  its  own  approach  to  education  improvement.  This  is  the  heart 
of  the  Goals  Process  for  the  Nation,  States  and  communities. 

Budget  Request 

At  the  time  the  Goals  Panel  became  an  independent  agency  on  July  1 ,  1 994,  we  were 
funded  $3,000,000  for  fourth  quarter  FY94  and  all  of  FY95.  The  National  Education 
Goals  Panel  is  asking  for  $2,785,000  for  FY  1996.  This  is  an  increase  of  $464,000 
over  our  1995  12-month  comparable  cycle.  This  budget  request  is  divided  into  5 
distinct  performance  indicators.  They  are:  reporting  on  achieving  the  Goals,  reporting 
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on  promising  and  effective  actions,  promoting  high  academic  standards,  building  a 
bipartisan  consensus  and  administration. 

We  request  $1,041  thousand  to  report  on  achieving  the  Goals.  Most  of  this  money 
will  be  used  for  data  collection  and  printing  the  annual  report.  Other  costs  include 
funding  travel  expenses  for  our  panel  members  and  working  group  staff  to  meet  in  a 
central  location  to  make  decisions  on  a  variety  of  topics  and  issues. 

The  Goals  Panel  has  formed  two  additional  task  forces  to  explore  different  options  for 
reaching  the  Goals.  One  will  report  and  recommend  promising  and  effective  actions 
on  attaining  the  Goals  and  the  other  will  report  on  State  and  local  initiatives  to  achieve 
the  Goals.  We  request  $65.2  thousand  to  identify  and  report  on  promising  and 
effective  actions.    A  report  is  due  to  the  Panel  in  1996. 

The  Goals  Panel  is  dedicated  to  promoting  a  grass  roots  consensus  on  how  we  can 
achieve  the  Goals  by  the  year  2000.  We  must  increase  public  awareness  of  the  Goals 
and  receive  feedback  from  State  and  local  communities  on  how  they  are  achieving 
these  Goals.  In  recent  years,  we  have  worked  with  organizations  such  as  the  National 
Governors'  Association,  Scholastic,  Inc.,  Apple  Computer,  and  the  National  Cable 
Television  Association  to  promote  the  Goals.  This  year  we  request  $1 98.8  thousand 
to  work  with  these  and  other  organizations,  conduct  presentations  across  the  nation 
and  print  Goal  specific  publications  targeted  to  various  sectors  of  the  public  and 
government. 

For  fiscal  year  1996,  we  are  requesting  $61.2  thousand  to  monitor  and  report  on 
progress  towards  high  academic  State  standards  and  opportunity-to-learn  programs. 
We  also  request  $1,418.6  thousand  for  administrative  expenses  such  as  personnel 
compensation  and  benefits,  the  inter-agency  support  agreement  with  the  U.S. 
Department  of  Education,  and  office  space. 

Conclusion 

Five  years  ago,  the  White  House  and  the  Nation's  Governors,  later  joined  by  Congress 
and  State  Legislators,  began  a  Goals  Process  to  rebuild  the  Nation's  education  system. 
By  the  end  of  the  century,  they  agreed,  the  commitment  made  by  policymakers, 
communities,  educators,  students,  and  parents  should  be  turning  those  ambitious 
goals  into  reality. 

That  process  is  nearly  at  midpoint.  A  permanent  foundation  has  been  laid  and 
considerable  information  has  been  gathered  on  progress,  though  it  will  require 
continued  improvements  before  it  can  be  considered  complete  in  all  areas. 

In  closing,  let  me  state  that  we  are  truly  excited  about  our  planned  activities  for  FY96. 
We  will  continue  to  provide  the  President,  the  Secretary,  the  Congress,  and  the  public 
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with  timely  information  on  the  Nation's  progress  on  achieving  the  eight  National 
Education  Goals. 

This  completes  my  statement.    If  you  have  any  questions,  I  will  be  happy  to  answer 
them. 
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EXECUTIVE    SUMMARY 


OVERVIEW 


The  bipartisan  National  Education  Goals  Panel  was  established  on 
October  1,  1990,  following  the  historic  Education  Summit  held  in 
Charlottesville,  Virginia,  in  September  of  1989.   The  President 
and  the  Nation's  Governors  agreed  that  establishing  National 
Education  Goals  would  capture  the  attention  and  resolve  of 
Americans  to  restructure  our  schools  and  radically  increase  our 
expectations  for  student  performance.   But  it  was  also  recognized 
that  adopting  National  Goals  would  ultimately  prove  an  empty 
gesture  without  a  shared  commitment  to  achieving  them  and  to 
holding  ourselves  accountable  for  their  success.   To  fulfill  this 
commitment,  the  July  31,  1990,  Joint  Statement  by  the  President 
and  the  Governors  established  the  process  for  identifying 
measures  of  performance  and  reporting  on  progress  toward  the 
Goals.   The  National  Education  Goals  Panel  was  charged  with 
overseeing  the  development  and  implementation  of  a  National 
education  progress  reporting  system  and  measuring  our  progress 
over  ten  years  toward  achieving  the  Goals . 

The  Panel  was  initially  established  as  an  advisory  Panel  under 
the  provisions  of  the  Federal  Advisory  Committee  Act,  by  charter 
signed  by  the  Assistant  to  the  President  for  Economic  and 
Domestic  Policy.   From  its  inception  through  fiscal  year  1991, 
the  Panel  was  provided  administrative  servicing  by  the  Office  of 
Policy  Development,  Executive  Office  of  the  President,  through  an 
inter-agency  transfer  of  funds  from  the  U.S.  Department  of 
Education.   Beginning  with  fiscal  year  1992,  the  U.S.  Department 
of  Education  provided  these  administrative  services  and  funds 
directly.   The  initial  Charter  was  renewed  for  an  additional 
period  from  April  30,  1992,  through  April  10,  1994,  which  was 
superseded  by  enactment  March  31,  1994,  of  Public  Law  103-227, 
the  Goals   2000:      Educate  America  Act.      Public  Law  103-227  added 
two  additional  Goals  to  the  original  six. 

The  eight  National  Education  Goals  state,  by  the  year  2000: 

1.  All  children  in  America  will  start  school  ready  to  learn; 

2.  The  high  school  graduation  rate  will  increase  to  at  least  90 
percent; 

3.  All  students  will  leave  grades  4,  8,  and  12  having 
demonstrated  competency  over  challenging  subject  matter; 

4.  The  Nation's  teaching  force  will  have  access  to  programs  for 
the  continued  improvement  of  their  professional  skills; 

5.  United  States  students  will  be  first  in  the  world  in 
mathematics  and  science  achievement; 

6.  Every  adult  American  will  be  literate  and  will  possess  the 
knowledge  and  skills  necessary  to  compete  in  a  global 
economy; 
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7.  Every  school  in  the  United  States  will  be  free  of  drugs, 
violence,  and  unauthorized  presence  of  firearms  and  alcohol 
and  will  offer  a  disciplined  environment  conducive  to 
learning;  and 

8.  Every  school  will  promote  partnerships  that  will  increase 
parental  involvement  and  participation  in  promoting  the 
social,  emotional,  and  academic  growth  of  children. 

Currently,  the  Panel's  primary  responsibilities  are:   (1) 
reporting  on  National  and  State  progress  toward  achieving  the 
National  Education  Goals;  (2)  reporting  on  promising  and 
effective  actions  taken  at  the  National,  State,  and  local  levels 
to  achieve  the  National  Education  Goals;  (3)  promoting  high 
academic  standards  by  reviewing  and  approving  voluntary  content 
and  performance  standards,  and  reporting  on  opportunity-to-learn 
standards;  and  (4)  building  a  national  bipartisan  consensus  for 
education  improvement. 

The  intent  of  the  Charlottesville  Joint  Statement,  to  build  on 
the  constructive  bipartisan  partnership  between  the  President  and 
the  Governors  initiated  at  the  Summit,  has  been  preserved.   The 
bipartisan  Panel  is  composed  of  18  members:   two  senior- level 
Federal  Executive  Branch  officials  appointed  by  the  President; 
eight  governors,  appointed  by  the  Chair  of  the  National 
Governors'  Association  in  consultation  with  its  Vice-Chair,-  two 
members  of  the  U.S.  Senate,  designated  by  its  Majority  and 
Minority  leaders;  two  Members  of  the  U.S.  House  of 
Representatives,  designated  by  its  Majority  and  Minority  leaders; 
and  four  members  of  state  legislatures  appointed  by  the  President 
of  the  National  Conference  of  State  Legislatures. 

In  February  of  1994  the  Goals  Panel  developed  a  3-5  year  plan  of 
action  driven,  by  vision  and  mission,  that  delineates  the 
strategic  activities  and  results  to  be  achieved. 

VISION  AND  MISSION 

Visj 


The  Goals  Panel  will  be  the  premier  champion  and  catalyst  in  the 
country  for  achieving  the  National  Education  Goals.   States  and 
communities  will  make  continuous  improvement  toward  Goal 
attainment  through  the  year  2000.   Students,  parents,  workers  and 
businesses  will  realize  tangible  improvements  as  the  result  of 
increased  educational  performance. 

Mission: 

The  mission  of  the  National  Education  Goals  Panel  is  to  catalyze 
fundamental  change  in  schools,  communities,  states  and  the  nation 
in  order  to  attain  the  National  Education  Goals. 
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The  Goals  Panel  will  achieve  this  mission  by  reporting  on  Goal 
attainment,  encouraging  the  development  of  voluntary  education 
content  standards,  performance  standards,  assessment  systems  and 
opportunity  to  learn  standards,  as  well  as  reporting  on  promising 
and  effective  policies  and  practices. 

The  Goals  Panel  will  strive  to  build  a  nationwide,  bipartisan 
consensus  on  the  necessity  of  achieving  the  National  Education 
Goals  and  on  effective  ways  to  attain  them. 

STRATEGIC  DIRECTION 

Report  on  Achieving  the  Goals 

•  Publish  an  annual  report  summarizing  an  assessment  of 
progress  by  the  States  and  the  Nation  toward  achieving 
the  Goals  that  is  clearly  understandable  by  the 
American  public.   Prepare  specialized,  but  short, 
reports  aimed  at  audiences  concerned  with  individual 
Goals  or  specialized  subject  areas. 

•  Encourage  State  and  local  reporting  of  relevant  data, 
and  provide  handbooks  and  limited  technical  assistance 
to  states  and  communities. 

•  Adopt  additional  policy  positions  urging  particular 
gaps  in  data  to  be  closed  by  either  the  Federal 
government  or  the  states.   The  Panel  should  reiterate 
its  support  for  improvements  in  the  collection  of 
useful  data. 

Report  on  Promising  and  Effective  Actions 

•  Identify  large  scale  policies,  programs,  trends  and 
government  changes  that  could  have  nationwide  impact  on 
Goal  attainment. 

•  Explore  different  options  for  reaching  the  Goals. 

•  Prepare  recommendations  and  communicate  results  through 
a  variety  of  strategies. 

•  Identify  actions  that  different  levels  of  government 
should  take  to  achieve  the  Goals. 

Academic  Standards 

•  Provide  nominations  to  the  President  for  vacancies  on 
the  National  Education  Standards  and  Improvement 
Council  (NESIC) . 

•  Review  NESIC  proposed  criteria  for  certifying  standards 
and  assessments. 

•  Review  NESIC  certified  standards. 

•  Report  on  state  opportunity- to- learn  standards, 
strategies  and  their  application. 
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Building  a  Bipartisan  Consensus 

•  Build  a  nationwide,  bipartisan  consensus  on  necessary 
reforms  and  strategies  to  achieve  the  Goals. 

•  Promote  the  urgency  for  action  by  focusing  efforts  on 
policymakers,  educators,  parents  and  others  concerned 
with  education  at  the  state  and  local  level. 


RESULTS  TO  ACHIEVE 


Activity  1:     Reporting 

Result  1 :  Publish  an  annual  report 

Result  2:  Restructure  and  publish  a  summary  guide 

Result  3 :  Publish  specialized  short  reports 

Result  4 :  Provide  handbooks  and  limited  technical  assistance 

to  states  and  communities 
Result  5:  Adopt  additional  policy  positions  urging  gaps  in 

data  to  be  closed 
Result  6 :  Reiterate  its  support  for  useful  data  improvement 

Activity  2:     Content  Standards .  Performance  Standards  and  State 
Assessment  Systems 

Result  1:  Finalize  nominations  to  the  National  Education 
Standards  and  Improvement  Council  (NESIC) 

Result  2 :  Work  in  partnership  with  NESIC  to  clarify  the 

basis  on  which  the  Panel  will  review  and  approve 
or  disapprove  criteria  and  NESIC-certif ied 
standards  and  assessment  systems 

Activity  3 :     Opportunity  to  Learn  Standards 

Result  1:  Consider  the  legislative  charge  within  the  context 
of  voluntary  content  and  performance  standards 

Activity  4 :     Reporting  on  Promising  or  Effective  Actions 

Result  1:  Identify  large-scale  policies,  programs,  trends 
and  governmental  changes  that  could  have 
nationwide  impact  on  Goal  attainment 

Result  2:  Organize  forums  —  including  regional  and  state 
hearings  —  with  Panel  members,  a  variety  of 
education  reform  professionals,  and  thinkers  from 
other  disciplines  to  explore  more  dramatic  options 
for  reaching  the  Goals 

Result  3 :  Prepare  recommendations  from  these  discussions  and 
communicate  results  through  a  variety  of 
strategies 
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Activity  5:     Building  a  Nationwide,  Bipartisan  Consensus  on 
Necessary  Reforms 

Result  1:  Build  a  nationwide,  bipartisan  consensus  on 

necessary  reforms  and  strategies  to  achieve  the 
Goals 

Result  2:  Promote  the  urgency  for  action  by  focusing  efforts 
on  policymakers,  educators,  parents  and  others 
concerned  with  education  at  the  state  and  local 
level 

SUMMARY  OF  REQUEST 

Public  Law  103-227  authorized  the  Panel  through  Fiscal  Year  1998 
and  provided  it  initial  funding  of  $3,000,000  for  the  15 -month 
period  of  July  1994  through  September  1995.   For  Fiscal  Year 
1996,  the  Panel  is  requesting  an  appropriation  of  $2,785,000,  an 
increase  of  $464,000  over  the  FY95  level  ($2,321,000  for  the 
comparable  12-month  cycle),  and  13  FTEs,  the  same  level  as  FY95. 
This  amount  includes  the  annualization  of  positions  filled  for 
less  than  a  full  year  during  FY95,  modest  increases  for  inflation 
and  increases  to  fund  several  new  legislated  responsibilities. 

The  major  FY96  expenses  to  support  the  Panel  are:   personnel 
compensation  and  benefits  -  $1,111,000;  data  collection  and 
analysis  -  $325,000;  commissioned  papers  -  $112,500;  printing  of 
papers  and  various  reports  -  $94,500;  publication  of  the  Annual 
Report  -  $315,000;  travel  -  $276,000;  outreach  and  dissemination 
activities  -  $117,000;  funding  of  jointly- sponsored  activities  - 
$50,000;  office  rent  -  $121,500;  an  interagency  support  agreement 
-  $104,700;  and  bipartisan  consensus  building  responsibilities  - 
76,800;  and  office  expenses  -  $81,000. 


Q1-91S  O- 
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National  Education  Goals  Panel 

Organization  Chart 


Goals  Panel 
(Members) 


Executive  Director 


Deputy  Director 
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PROPOSED  APPROPRIATIONS  LANGUAGE 

NATIONAL  EDUCATION  GOALS  PANEL 

Salaries  and  Expenses 

For  expenses  necessary  for  the  National  Education  Goals  Panel  as 
authorized  by  title  II.  part  A  of  the  Goals  2000:   Educate 
America  Act,  $2.785.000 
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BUDGET  AUTHORITY  AND  STAFFING  BY  ACTIVITY 

Salaries  and  Expenses 


FY  1995 

FY  1996 
Recruest 

Budg 

et  Authority 

2,321,00c1 

2,785,000 

FTE 

13 

13 

^his  represents  the  12 -month  equivalent  of  our  15-month 
1994/1995  appropriation  of  $3,000,000. 
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FY  96  BUDGET  BY  PERFORMANCE  INDICATORS 
(in  thousands) 


REPORT  ON  ACHIEVING  THE  GOALS 

Travel 

Panel  meetings  37.5 

Working  Group  meetings  63.0 

Workshop/Focus  Groups/Task  Forces  4  9.5 

Staff  Travel  30.0 
Subtotal 

Printing 

Data  Report  315.0 

Miscellaneous  Publications  51.0 

Subtotal 

Contractual  Services 

Space  Rental-  meetings 
Information  Dissemination 
Commissioned  Papers 
Subtotal 
R&D  Data  Contract 

Subtotal 
Transportation 

Subtotal 


Total:     Report  on  Achieving  the  Goal) 


REPORT  ON  PROMISING  &  EFFECTIVE  ACTIONS 

Travel 

Task  Forces 

Subtotal 
Printing 

Subtotal 

Contractual  Services 

Space  Rental  -  meetings 
Commissioned  Papers 
Subtotal 

Total:     Promising  &  Effective  Actions 


42.6 

57.0 

60.5 

160.1 

325.0 

325.0 

10.5 

10.5 

1041.6 

27.0 

27.0 

11.0 

11.0 

3.6 

23.6 

27.2 

65.2 
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STANDARDS 

Travel 

Task  Forces 
Subtotal 

Printing 

Subtotal 


Total:     Standards 


BUILDING  A  BIPARTISAN  CONSENSUS 


27.0 
25.0 


Contractual  Services 

Space  Rental  -  meetings  3  .  6 

Commissioned  Papers  5.6 

Subtotal  9  2 


Total:     Administration 
Total:     Budget  Request 


61.2 


42.0 


Travel 

Workshops  12.0 

Staff  Travel  30 !o 

Subtotal 

Printing  7  5 

Subtotal  7  5 

Contractual  Services 

Space  Rental  -  meetings  6 . 0 

Information  Dissemination  60.0 

Joint  Sponsored  Projects  50.0 

Commissioned  Papers  22.8 

Subtotal  138  g 

Transportation  10.5 

Subtotal  10.5 

Total:     Building  a  Bipartisan  Consensus  198.8 


ADMINISTRATION 

Civilian  Compensation/Benefits  1,111.0 

Inter-agency  Support  Agreement  104.7 

GSA  Space  Rental  121.5 

Contractual  Services  21 .0 

Supplies/Equipment  60.0 
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ANALYSIS  OF  CHANGES:   FY  1995  to  FY  1996 


FY  1995    FY  1996 


Change 


Full  Time  Permanent 
Civilian  Pay  Benefits 
Travel 

Transportation 
Rental  to  GSA 
Printing 

Contractual  Services1 
Inter-agency  Support 
Data  (R&D)  Contract 
Supplies /Equipment 


851, 000 
205,000 
130,000 

16,000 
116,900 
355,000 
205,200 
101, 900 
300,000 

40,000 


890,000 
221, 000 
276,000 

21,000 
121,500 
409,500 
356,300 
104,700 
325,000 

60,000 


39,000 
■  16,000 
■146,000 


5, 
4, 

•  54, 
151, 

2,! 

•  25,000 
■  20,000 


000 
600 
500 
100 
100 


Total  Obligations 


2,321,000  2,785,000 


Contractual  Services 
Meeting  Space 
Media  Dissemination 
Commissioned  Papers 
Joint  Sponsored  Projects 
Transportation 


46 

900 

55 

800 

+   8 

900 

110 

000 

117 

000 

+   7 

000 

13 

500 

112 

500 

+  99 

000 

18 

800 

50 

000 

+  31 

200 

16 

000 

21 

000 

+   5 

000 
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PERSONNEL  SUMMARY 

Estimated  FY  1995  Positions 

Executive  Director 

Deputy  Director 

Public  Information  Specialist 

Program  Specialist 

Program  Specialist 

Program  Specialist 

Program  Specialist 

Program  Specialist 

Executive  Officer 

Program  Specialist 

Management  Analyst 

Program  Assistant 

Clerk/Typist 


Grade 

Executive  Level  V 


GS  15 

GS  15 

GS  15 

GS  15 

GS  15 
GS  14 

(Pending) 

GS  14 
GS  14 

(Pending) 

GS  12 

GS  11 

GS  8 

GS  5 

FY  1996  Positions 
(Requested) 

Executive  Director 

Deputy  Director 

Executive  Officer 

Program  Specialist 

Program  Specialist 

Program  Specialist 

Public  Information  Specialist 

Program  Specialist 

Program  Specialist 

Program  Specialist 

Management  Analyst 

Program  Assistant 

Clerk/Typist 


Grade 


Executive  Level  V 

GS  15 

GS  15 

GS  15 

GS  15 

GS  15 

GS  14 

GS  14 

GS  14 

GS  13 

GS  12 

GS  9 

GS  6 
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APPROPRIATIONS  HISTORY 

Salaries  and  Expenses 

Fiscal  Year 

Budqet  Authority 

1994 

$   679, 0002 

1995 

$2,321,000 

1996 

$2,785,0003 

2  FY  1994  authority  for  4th  Quarter  only 

3  Request 


13 
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NARRATIVE  JUSTIFICATION 

The  National  Education  Goals  Panel's  budget  request  for  FY  1996 
is  for  $2,785,000.   This  request  is  divided  into  five  (5) 
distinct  performance  indicator  categories.   These  are:   reporting 
on  how  well  the  Nation  and  States  are  achieving  the  Goals, 
reporting  on  promising  and  effective  actions  taken  by  State  and 
local  governments,  building  a  bipartisan  consensus  on  how  the 
Nation  is  to  achieve  the  Goals,  reporting  on  standards  and  the 
opportunity  for  each  student  to  learn,  and  general  administration 
of  the  office.   A  detailed  breakdown  and  justification  of  this 
request  is  as  follows: 


REPORT  ON  ACHIEVING  THE  GOALS 

One  of  the  primary  functions  of  the  Goals  Panel  is  to  monitor  and 
report  National  and  State  progress  toward  the  National  Education 
Goals.   The  Goals   2000:    Educate  America  Act    (PL  103-227) 
reaffirms  our  past  commitment  by  requiring  the  Goals  Panel  to 
issue  an  annual  report  to  the  President,  the  Secretary  of 
Education,  the  appropriate  committees  of  Congress,  the  Governor 
of  each  state,  and  the  Nation.   The  legislation  specifies  that 
our  reports  must  include  data  presented  in  a  form  that  is 
understandable  to  the  public. 

To  carry  out  this  charge,  the  Goals  Panel  issues  an  annual  data 
contract.   The  contractor  provides  statistical  support  services 
to  the  Panel  and  is  responsible  for  collecting  and  analyzing  the 
data  that  are  used  in  the  annual  reports.   Because  the  National 
Education  Goals  cover  a  broad  range  of  educational  issues  (e.g., 
school  readiness,  academic  achievement,  children's  health  care, 
student  drug  use,  school  violence,  workforce  training,  etc.), 
data  are  collected  from  a  variety  of  sources,  including: 
individual  states,  universities,  education   organizations,  and 
numerous  Federal  agencies  (e.g.,  National  Center  for  Education 
Statistics,  National  Center  for  Health  Statistics,  Bureau  of 
Labor  Statistics,  Centers  for  Disease  Control  and  Prevention, 
National  Science  Foundation,  and  Census  Bureau) .   The  Goals 
Reports  differ  from  those  published  by  federal  statistical 
agencies  such  as  the  National  Center  for  Education  Statistics  in 
that  they  are  organized  around  the  eight  Goals,  and  offer  policy 
interpretations  of  the  data  which  go  beyond  the  purview  of  purely 
statistical  agencies. 

For  the  past  four  years  the  Goals  Panel  has  distributed  its 
report  to  a  public  that  was  largely  unaware  of  either  the  Goals 
or  the  mission  and  charge  of  the  Goals  Panel .   Lately,  the  report 
has  been  requested  increasingly  by  individuals  representing  a 
variety  of  segments  of  the  public  directly  and  indirectly 
involved  with  the  comprehensive  reform  of  American  education 
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(e.g.  parents,  teachers,  state  and  local  school  boards,  school 
administrators,  business  and  civic  organizations,  national 
organizations  and  elected  officials) .   The  formats  of  the  1994 
and  1995  Reports  were  significantly  redesigned  to  be  more 
responsive  to  our  audiences  by  reducing  the  number  of  graphs  and 
adding  more  interpretation  and  analysis  of  the  data.   The  1994 
annual  report  addressed  the  responsibilities  of  Federal,  State 
and  local  governments  on  helping  to  achieve  the  Goals  and 
highlighted  a  limited  set  of  core  indicators  of  primary 
importance  to  Goal  attainment. 

The  Goals   2000:    Educate  America  Act   added  two  more  Goals  to  the 
original  set  of  six.   They  address  Teacher  Education  and 
Professional  Development,  and  Parental  Participation.   Some  new 
tasks  that  will  be  required  to  measure  National  and  State 
progress  toward  these  new  Goals  include:   a)  convening  meetings 
of  education  experts  to  advise  the  Panel  on  appropriate 
indicators  of  progress;  b)  conducting  regional  forums  or  public 
hearings  to  solicit,  opinion  from  target  audiences  of  teachers  and 
parents  on  how  best  to  measure  progress;  c)  purchasing  new  data 
tapes  and  performing  new  data  analysis;  and  d)  reviewing  the 
research  literature  on  promising  and  effective  practices  in  these 
areas .   This  year  the  Goals  Panel  will  also  convene  a  data  and 
reporting  task  force  to  identify  and  recommend  strategies  for 
filling  the  data  gaps  identified  in  the  1994  Goals  Report. 

Members  of  resource  groups  and  task  forces  are  chosen  from  around 
the  country  to  ensure  broad-based  input  in  defining  measures  of 
progress  toward  achieving  these  new  Goals.   To  allow  meaningful 
discussion,  the  meetings  are  convened  in  a  central  location  and 
travelers  are  reimbursed  for  expenses.   The  Panel  members 
themselves  must  travel  several  times  a  year  to  attend  Panel 
meetings.   Several  members  of  the  staff  travel  to  many  parts  of 
the  country  to  talk  with  National  and  State  organizations  engaged 
in  achieving  the  National  Education  Goals. 

For  FY96  we  are  requesting  $180  thousand  for  travel;  $366 
thousand  to  print  the  annual  and  other  reports;  $160.1  thousand 
for  meeting  space,  information  dissemination,  publications  and 
commissioned  papers;  $325  thousand  for  research  and  development 
of  the  annual  report;  and  $10.5  for  transportation  of  material. 

REPORT  ON  PROMISING  AND  EFFECTIVE  ACTIONS 

The  Panel's  reporting  responsibilities  have  been  significantly 
expanded.   Besides  monitoring  National  and  State  progress  toward 
the  Goals,  the  Panel  is  also  charged  with:   a)  identifying 
actions  that  should  be  taken  by  Federal,  State  and  local 
governments  to  help  achieve  the  Goals  and  provide  all  students 
with  a  fair  opportunity  to  learn  and  b)  reporting  on  promising  or 
effective  actions  being  taken  at  the  National,  State,  and  local 
levels,  in  both  the  public  and  private  sectors,  to  achieve  the 
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Goals.   These  new  reporting  responsibilities  expand  the  type, 
amount  and  sources  of  data  that  must  be  collected,  analyzed  and 
reported,  thus  increasing  Panel  costs. 

The  Goals  Panel  has  formed  two  additional  task  forces  to  explore 
different  options  for  reaching  the  Goals.   One  will  report  and 
recommend  promising  and  effective  actions  on  attaining  the  Goals 
and  the  other  will  report  on  state  and  local  initiatives  to 
achieve  the  Goals. 

We  are  requesting  $27  thousand  for  travel;  $11  thousand  for 
printing  the  recommendations  of  the  task  forces;  and  $27.2 
thousand  for  commissioned  papers  and  meeting  space. 

ACADEMIC  STANDARDS 

One  of  the  Panel's  new  responsibilities  is  the  review  of  the 
voluntary  National  content  standards.  National  performance 
standards  and  National  opportunity-to-learn  standards  certified 
by  the  National  Education  Standards  and  Improvement  Council.   The 
Goals  Panel  by  law  must  have  a  bipartisan  representation  that 
reflects  the  views  of  the  Nation.   The  Panel  strongly  supports 
the  development  of  clear,  rigorous  content  standards.   [Refer  to 
Appendix  C,  Statement  on  Voluntary  National  Education  Content 
Standards,  adopted  November  15,  1993.] 

The  Goals  Panel  organized  a  task  force  on  standards.   This 
committee  will  recommend  NESIC  nominees  when  needed,  respond  to 
NESIC  recommendations  on  criteria  and  standards,  and  recommend 
strategies  for  reporting  on  opportunity-to-learn  standards. 

We  are  requesting  $27  thousand  for  travel;  $25  thousand  for 
printing  and  $9.2  thousand  for  meeting  space  and  commissioned 
papers. 

BUILDING  A  BIPARTISAN  CONSENSUS 

The  current  law  significantly  expanded  the  National  Education 
Goals  Panel's  (NliGP)  responsibilities  beyond  its  traditional  role 
of  producing  annual  data  reports  on  National  and  State  progress 
toward  the  Goals.   Independent  evaluation  and  responses  from  the 
report  recipients  indicate  that  its  greatest  value  has  been  for 
an  audience  of  educators  and  policy  makers  that  are  already 
supportive  of  or  engaged  in  Goal-attainment  activities.   Since 
the  law  charges  the  Panel  with  building  a  nationwide,  bipartisan 
consensus  on  the  reforms  needed  to  achieve  the  Goals,  we  must  now 
reach  out  beyond  our  traditional  audience. 

NEGP  seeks  to  launch  and  sustain  a  comprehensive  public 
information  and  public  engagement  strategy  to:   a)  stimulate 
bottom-up,  community-based  reform  that  addresses  local  needs 
within  the  context  of  National  priorities  by  sparking  public 


1419 


imagination  and  inventiveness  with  "pictures"  of  excellence  that 
help  media  and  citizens  effect  change;  b)  underscore  how  and  why 
high  standards  can  improve  the  quality  and  nature  of  learning; 
c)  strengthen  relations  among  the  education,  business,  labor, 
civic  associations  and  government  communities  whose  involvement 
is  vital  to  education  improvement;  and  d)  boost  identification 
with  the  Goals  so  parents,  students,  educators  and  other 
stakeholders  pose  and  answer  the  "so  what",  "why  care"  and  "how 
will  this  help  me"  questions  that  are  vital  to  sustained  public 
commitment . 

NEGP  proposes  to  accomplish  these  tasks  through  the  following 
activities:   a)  obtaining  baseline  information  about  public 
attitudes  and  awareness  to  account  for  our  effectiveness; 
b)  preparing  publications  highlighting  promising  and  effective 
Goal-attainment  strategies;  c)  securing  partnerships  for 
widespread  dissemination  of  information  products  such  as 
newspaper  and  magazine  supplements  in  order  to  reach  more 
communities;  and  d)  building  additional  strategic  alliances. 

The  Goals  Panel  staff  will  recommend,  design  and  direct  the 
public  engagement  campaign  by:   a)  holding  meetings,  conferences 
and  technical  assistance  programs  for  education,  business,  labor, 
civic  and  government  leaders  and  groups  to  build  support  for,  and 
accelerate  state  and  community-based  activities  to  achieve  the 
Goals;  b)  leading  and  participating  in  joint  projects  and 
coalitions  at  the  national  level  and  stimulating  similar 
activities  among  constituent  groups  at  the  state  and  local 
levels;  c)  conducting  public  hearings,  conferences,  workshops  and 
special  events  to  solicit  citizen  involvement  and  engage  more 
individuals  in  communities  across  the  country;  d)  preparing  and 
disseminating  target  audience  publications  on  topics  related  to 
each  Goal;  and  e)  working  with  constituent  groups  to  engage  more 
national  and  state  leaders  in  increasing  the  use  and  application 
of  the  data  in  the  annual  Goals  Report . 

NEGP  is  currently  involved  in  three  specific  projects  to  help 
facilitate  community-based  reform  around  the  eight  National 
Education  Goals.   The  first  project  is  a  parental/family 
participation  competition  among  all  public  and  private  elementary 
and  secondary  schools  with  Scholastic  Inc.,  Apple  Computer  and 
the  U.S.  Department  of  Education.   This  project  will  not  only 
increase  identification  with  the  National  Education  Goals  —  with 
an  emphasis  on  the  Parent  Involvement  Goal  —  but  will  also  help 
NEGP  to  gather  information  on  effective  programs  in  this  area  and 
then  produce  informed  reports.   The  second  project  is  a 
partnership  with  the  National  Cable  Television  Association 
(NCTA) .   NCTA  has  embraced  the  Goals  and  is  now  working  with  each 
of  its  3,000  independent  cable  operators  on  what  they  can  do  to 
help  each  community  reach  the  Goals.   Realizing  that  two-thirds 
of  the  households  in  this  country  have  cable,  this  project  will 
go  a  long  way  toward  introducing  the  public  to  the  Goals,  sharing 
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information  among  all  the  cable  communities  on  what  seems  to  be 
working,  and  therefore,  more  effectively  engaging  the  public. 
The  third  project  is  the  NEGP's  creation  of  a  Community  Action 
Toolkit.   NEGP  realizes  that  National  and  State  data  may  not  be 
enough  to  actively  engage  the  public  in  the  need  for  reform.   The 
Toolkit  goes  the  next  step,  making  available  to  local  people 
tools  to  help  them  become  organized,  to  measure  "where  they  are" 
in  relation  to  the  Goals,  and  to  effectively  engage  the  public. 

The  Goals   2000  Act   directs  the  bipartisan  Goals  Panel  to  help 
build  a  national  bipartisan  consensus  for  education  improvement. 
One  way  the  Panel  can  do  this  is  by  continually  producing 
information  that  can  help  parents,  educators,  and  policy  makers 
understand  how  far  we  are  from  our  targets  and  what  will  be 
required  to  improve  performance.   Besides  producing  an  annual 
report  that  is  targeted  primarily  to  policy  makers,  the  Panel 
plans  to  issue  smaller  reports  throughout  the  year  for  intended 
audiences  such  as  parents,  teachers,  school  administrators,  and 
business  and  community  leaders  to  engage  them  in  the  process  of 
education  improvement.   These  reports  also  will  make  extensive 
use  of  education  data.   For  example,  a  report  for  parents  might 
highlight  research  findings  that  show  the  relationship  between 
student  achievement  and  behaviors  that  parents  can  encourage  at 
home,  such  as  discussing  reading  with  family  members  and  friends, 
reading  for  pleasure,  doing  homework,  and  limiting  television 
viewing.   Another  report  might  focus  on  data  which  measures 
progress  made  toward  the  National  Education  Goals  by  students 
with  disabilities. 

We  request  $42  thousand  for  travel;  $7.5  thousand  for  printing 
reports;  $138  thousand  for  meeting  space,  media  dissemination, 
joint  sponsored  projects  and  commissioned  papers;  and  $10.5 
thousand  for  transportation  of  materials. 

ADMINISTRATION 

We  request  $1,111  thousand  for  personnel  compensation  and  benefit 
expenses;  $104.7  thousand  is  for  office  space  and  $121.5  thousand 
for  an  inter -agency  support  agreement  with  the  Department  of 
Education;  $21  thousand  for  miscellaneous  office  expenses;  and 
$60  thousand  for  supplies  and  equipment. 
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APPENDIX  A 

Initiatives  of  the  Incoming  Chair 

from 

Governor  Evan  Bayh  of  Indiana 

1994-1995  Chair 


Governor  Evan  Bayh  of  Indiana,  chair  of  the  Goals  Panel  in  1994-95,  announces  that  the 
Goals  Panel  will: 

Benchmarking  the  Goals 

1 .  Create  a  Benchmarking  (Data)  Task  Force  to  identify  data  (and  gaps  in  the  data)  needed  to 

measure  progress  toward  the  Goals,  set  priorities  among  them,  and  develop  an  action 
plan  for  data  development  and  application. 

2.  Identify  data  for  1995  and  future  Goals  Report  to  measure  progress  toward  Goal  4  (Teacher 

Education  and  Professional  Development)  and  Goal  8  (Parental  Participation). 

3.  Reconvene  the  Goal  1  Resource  and  Technical  Planning  Groups  to  fulfill  the  Goals  2000 

legislative  mandate  to  oversee  new  developments  in  early  childhood  assessments. 

4.  Charge  the  Goal  1  Technical  Planning  Group  to  identify  policies,  practices  and  concrete 

action  steps  that  would  make  elementary  schools  "ready"  to  serve  the  diverse  children 
entering  Kindergarten. 

Best  Practices 

5.  Form  a  new  Best  (Promising)  Practices  Task  Force  to  set  criteria,  identify  and  report  to  the 

public  on  promising  practices  for  achieving  the  Goals.  The  Task  Force  will  annually 
recommend  to  the  Panel  actions  that  the  federal,  state,  and  local  levels  of  government 
should  take  to  reach  the  Goals. 

Academic  Standards  and  Assessments  K-12 

6.  Prepare  its  members  to  review  proposed  K-12  academic  standards  and  assessments. 

Consider  (and  forward  to  NESIC)  the  advisory  papers  it  commissioned  from 
representatives  of  the  states,  the  business  community,  higher  education  and  the 
standards  projects,  and  seek  expert  technical  advice  regarding  assessments. 

7.  Building  upon  the  Panel's  prior  work  in  Goals  1  and  3,  charge  a  new  Task  Force  to 

identify  how  academic  standards,  especially  at  the  elementary  level,  can  be  both 
challenging  and  developmentally  appropriate. 
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Public  Information 


8.  Conduct  focus  groups,  interviews,  and  research  syntheses  of  public  opinion  to  identify 
ways  to  improve  the  1995  Goals  Report  and  the  Community  Action  Toolkit  and 
improve  their  distribution,  use  and  effectiveness  among  parents,  educators  and 
policymakers. 
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APPENDIX  B 

Report  of  the  NEGP  Chair  for  1993-1994 

Events  important  to  the  Goals  Panel 

The  Goals  2000:   Educate  America  Act  was  signed  into  law  March  31,  1994.   It  codified 
eight  National  Education  Goals,  established  the  National  Education  Goals  Panel  as  an 
independent  agency,  added  four  state  legislators  to  the  Panel's  membership,  and  enlarged  the 
duties  of  the  Panel  (see  below).   The  National  Governors'  Association  in  July,  with 
encouragement  by  past  and  present  Panel  Governors,  adopted  a  resolution  reiterating  its 
support  for  the  National  Education  Goals  and  the  need  for  annual  state  reports  of  progress 
towards  them. 

Accomplishments  of  the  Panel 

Under  the  chairmanship  of  Governor  John  R.  McKernan,  Jr.,  of  Maine,  the  National 
Education  Goals  Panel  accomplished  the  following: 

SET  STRATEGIC  DIRECTIONS 

1.  Improved  Office  Administration 

The  Goals  Panel  hired  a  new  Executive  Director,  Ken  Nelson,  who  assumed  leadership  of  the 
staff  in  January  1 994.   Office  voice  mail  was  installed  and  a  local  area  network  was 
contracted.   The  Goals  Report  was  made  available  electronically  online.   NEGP  developed  a 
logo  for  the  Panel  and  icons  for  each  goal. 

2.  Set  Panel's  Strategic  Directions 

The  Panel  undertook  its  first  strategic  planning  process.  In  February  1994,  the  Panel  adopted  a 
framework  of  5  strategic  directions,  including  the  Panel's  traditional  reporting  function  and 
the  new  duties  legislatively  assigned  to  it.   These  duties  are,  as  follow: 

i)  reporting  national  and  State  progress  toward  achieving  the  goals, 

ii)  certifying  education  content  and  performance  standards  and  state  assessments, 

iii)  reporting  state  opportunity-to-learn  standards  and  strategies, 
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iv)  reporting  on  promising  or  effective  actions  to  achieve  the  goals  and  identifying 
actions  that  federal,  state  and  local  governments  should  take  to  achieve  them  and 
provide  all  students  a  fair  opportunity-to-learn, 

v)  building  a  nationwide,  bipartisan  consensus  for  the  reforms  necessary  to  achieve  the 
goals. 


IMPROVED  THE  WAY  WE  REPORT  PROGRESS 

1.  Improved  the  Goals  Report 

At  the  Chairman's  request,  the  Panel  staff  made  the  1994  Goals  Report  more  easily 
understood  by  the  public  and  more  actionable  by  state  and  national  policymakers.   The 
1994  Goals  Report: 

i)  identified  a  limited  set  of  16  "core  indicators"  covering  the  breadth  of  the  six 
original  goals,  which  could  be  influenced  by  policy  and,  if  focused  upon,  would 
indicate  significant  progress  towards  the  goals; 

ii)  used  a  scorecard  format  with  arrows  indicating  where  we  are  making 
progress,  where  we  are  regressing,  and  where  we  have  seen  no  change,  and 
showing  both  where  we  are  and  where  we  should  be  to  reach  the  Goals  by  the 
year  2000; 

iii)  reduced  the  number  of  statistical  indicators  in  the  national  and  state  data 
volumes; 

iv)  added  a  new  chapter  to  the  Goals  Report  on  actions  that  federal,  state,  and 
local  governments  should  take  to  achieve  the  goals; 

v)  added  new  text  interpreting  data  and  explaining  the  interrelatedness  of 
variables  and  the  importance  of  core  indicators. 

2.  Assisted  Local  Goals  Reporting 

Panel  staff  developed  a  Community  Action  Toolkit  to  help  communities  implement 
their  own  "goals  process."   One  element  of  the  toolkit  updates  the  prior  Local  Goals 
Reporting  Handbook  to  help  communities  plan,  gather  data,  and  report  sound  and 
pertinent  statistical  indicators  of  progress  toward  their  local  goals.   The  Toolkit  was 
developed  after  field  testing  and  review  by  education  and  community  leaders  in 
Washington,  DC  and  elsewhere  in  the  country. 
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Initiated  Activities  to  Fill  Outstanding  Data  Gaps 

To  organize  its  efforts  to  fill  outstanding  gaps  in  the  data  needed  to  track  progress  to 
the  goals,  the  Panel  made  plans  to  form  a  Data  Task  Force.   Chapter  3  of  the  1 994 
Goals  Report  is  focused  on  the  importance  of  filling  these  gaps.   The  Education 
Leadership  Team  of  the  National  Governors'  Association,  which  included  the  Panel 
Chair  and  many  other  current  and  past  Goals  Panel  members,  secured  NGA  adoption 
of  a  resolution  calling  for  annual  state  reports  of  data  tracking  progress  towards  the 
goals. 

Issued  a  Research  Synthesis  on  Goal  1  Readiness 

To  help  the  nation  agree  on  a  definition  of  Goal  1  and  how  to  measure  it,  the  Panel 
asked  its  advisors  to  define  more  precisely  the  elements  of  young  children's  early 
learning  and  development  for  which  data  needs  to  be  reported.   The  Goal  1  Technical 
Planning  Group  in  December  1993  issued  a  major  research  synthesis  regarding  what  is 
known  about  five  dimensions  of  school  readiness  in  a  report  entitled  Reconsidering 
Children's  Early  Development  and  Learning:  Toward  Shared  Beliefs  and  Vocabulary. 
Panel  advisors  are  revising  the  report  on  the  basis  of  expert  comments  from  the  1 000 
early  childhood  specialists  to  which  it  was  sent. 


PROMOTED  CONTENT  AND  PERFORMANCE  STANDARDS 

1.  Nominated  candidates  for  NESIC 

The  Panel  was  the  first  of  four  nominating  groups  designated  in  Goals  2000  legislation 
to  nominate  candidates  to  the  President  to  serve  on  the  National  Education  Standards 
and  Improvement  Council  (NESIC).   The  Panel  solicited  and  reviewed  over  300 
nominations  of  potential  candidates  and  selected  a  slate  of  nominees  forwarded  to  the 
President  in  July  1994. 

2.  Prepared  for  the  standards  review  process  of  NESIC  by  offering  interim  leadership  on 
standards 

Before  the  establishment  of  NESIC,  the  Goals  Panel  convened  a  Technical  Planning 
Group  to  offer  initial  advice  on  how  to  define,  review  and  certify  education  standards. 
Upon  the  presentation  of  their  report,  Promises  to  Keep:  Creating  High  Standards  for 
American  Students,  in  November,  1993,  the  Panel  adopted  a  statement  encouraging  the 
development  of  voluntary  national  academic  standards.   Important  stakeholders, 
including  specially  convened  task  forces  representing  the  states  (sponsored  with  the 
Council  of  Chief  State  School  Officers,  CCSSO),  the  business  community  (sponsored 
with  the  National  Alliance  of  Business,  the  Business  Roundtable,  and  the  US  Chamber 
of  Commerce),  higher  education,  and  the  standards  development  projects  themselves 
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were  invited  to  comment  upon  and  extend  that  advice  on  the  basis  of  their  own 
perspectives.  CCSSO  submitted  an  initial  draft  of  their  report  to  the  Panel  in  July 
1994.   These  reports  will  be  presented  to  the  Panel  at  its  winter  meeting. 

3.  Held  public  hearings  regarding  standards 

To  gather  comment  and  promote  public  dialogue  regarding  education  standards,  the 
Panel  sponsored  public  hearings.   At  each  hearing,  a  Panel  member  presided  with 
Panel  advisors  and  local  educators  discussing  with  the  public  the  purpose  and  local 
applications  of  education  standards.   Hearing  were  held  in  St.  Paul,  MN,  Governor 
Arne  Carlson  presiding,  September  7,  1993;  and  in  Las  Cruces,  NM,  April  6,  and 
Albuquerque,  NM,  April  7,  1 994,  Senator  Jeff  Bingaman  presiding.   Panel  staff  helped 
to  plan  a  discussion  of  standards  at  a  hearing  in  Pittsburgh,  PA,  on  April  19. 


IDENTIFIED  PROMISING  AND  EFFECTIVE  PRACTICES 

1.  Adopted  Panel  Statement  on  Standards 

The  Panel  adopted  two  resolutions  in  its  1993-94  reporting  year.   November  15,  1993 
the  panel  adopted  a  statement  of  principles  expressing  support  for  national  education 
standards  that  are  voluntary,  academic,  world  class,  developed  through  an  inclusive 
consensus-building  process,  and  that  are  useful  to  states  and  local  communities. 

2.  Adopted  Panel  Resolution  Network  Technology 

In  July  1994  the  Panel  adopted  a  resolution  indicating  a  set  of  guiding  principles  for 
the  use  of  appropriate  network  technology  to  promote  education  reform  and  attainment 
of  the  National  Education  Goals. 

3.  Co-sponsored  International  School-to- Work  Teleconference 

In  conjunction  with  the  CCSSO  and  the  Goethe  Institute,  the  Panel  on  April  12 
cosponsored  a  US-German  teleconference  on  sound  actions  regarding  students' 
transition  from  school  to  work  in  the  two  countries.   Governor  McKernan  joined 
Augusta  Kappner  (Education)  and  Doug  Ross  (Labor)  in  discussion  with  their  German 
counterparts.   The  conference  was  seen  by  viewers  at  sites  in  both  Germany  and  the 
US. 

4.  Co-Sponsored  Policy  Forum  on  Achieving  the  National  Education  Goal  on  Adult 
Literacy 

On  June  23-24,  1994,  the  Goals  Panel  co-sponsored  a  national  policy  forum  on  adult 
literacy.   The  forum  was  attended  by  175  researchers,  practitioners,  and  federal  and 
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state  policymakers.    It  focused  on  low  levels  of  adult  literacy  in  the  U.S.,  the  policy 
and  program  implications  for  building  a  competitive  workforce,  reforming  welfare,  and 
ensuring  that  linguistically  and  culturally  diverse  adults  have  equal  education  and 
economic  opportunities.   NEGP  will  issue  an  edited  volume  of  conference  papers. 


CONTINUED  BUILDING  NATIONWIDE,  BIPARTISAN  CONSENSUS  ON 
NECESSARY  REFORMS 

1.  Issued  a  Community  Action  Toolkit 

On  September  28,  1994,  the  Panel  released  a  Community  Action  Toolkit  designed  to 
provide  a  wide  variety  of  help  to  communities  in  their  efforts  to  organize  community 
activists  in  a  local  "goals  process."   It  includes  information  on  how  to  organize 
inclusive  coalitions  of  community  members  to  define  local  goals  and  action  plans,  how 
to  judge  and  report  data  on  progress  to  local  goals,  and  how  to  communicate  about 
goals  and  standards-based  reform.   The  Toolkit  will  be  available  for  sale  through  the 
Government  Printing  Office. 

2.  Built  Partnering  Relationships  with  Key  Organizations 

The  Panel  formalized  its  collaboration  with  key  national  education,  business, 
government  and  civic  organizations  that  have  a  state  or  local  affiliate  structure. 
Partner  organizations  helped  the  Panel  design,  compose  and  distribute  the  Goals  Report 
and  the  Panel's  new  Community  Action  Toolkit. 

3.  Sponsored  the  Daily  Report  Card 

The  Panel  sponsored  publication  of  the  Daily  Report  Card,  a  daily  digest  of  education 
news  distributed  on-line  and  Faxed  by  request  to  educators  and  leaders  nationwide. 
The  Daily  Report  Card's  unique  coverage  of  local  education  reform  activities  give  the 
Panel  and  the  goals  daily  presence  and  an  "information  lifeline"  to  the  public. 

4.  Made  Public  Presentations 

Staff  informed  the  public  of  the  National  Education  Goals,  the  Goals  Panel,  standards- 
based  reform  and  the  goals  process,  represented  the  policy  positions  of  the  Goals  Panel 
and  strengthened  working  relations  with  other  important  organizations  at  meetings  they 
were  asked  to  address  throughout  the  year.  Approximately  71  addresses  were  given  at 
64  meetings  with  60  different  sponsoring  organizations  throughout  the  year.  Over 
7600  people  attended  presentations  by  Panel  staff  and  over  50,000  people  viewed  each 
of  3  NTN  broadcasts  and  an  international  teleconference. 
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Planned  Important  Conferences 

Panel  staff  have  helped  to  plan  three  additional  important  conferences  that  will  be  held 
before  the  end  of  1994: 

i)  September  29  is  the  first  in  a  series  of  10  NTN  teleconferences  with  educators 

across  the  country  regarding  achieving  the  eight  National  Education  Goals  and 
the  use  of  the  "goals  process"  and  the  Panel's  Community  Action  Toolkit. 
Educators  at  over  1000  down  link  sites  will  expose  estimated  audiences  of 
about  50,000  viewers  to  each  of  these  programs. 

ii)         On  October  28-29  the  Panel  will  cohost  a  conference  with  the  National 

Alliance  of  Pupil  Services  Organizations  (NAPSO)  on  creating  safe,  disciplined 
and  alcohol-  and  drug-free  schools.   In  addition,  over  70  education  and  health 
organizations  agreed  to  publicize  the  conference,  underscoring  their  belief  in 
the  importance  of  achieving  this  goal. 

iii)        On  November  30  the  Panel  will  cohost  with  the  Goethe  Institute  a  second 
teleconference,  this  one  on  creative  solutions  to  problems  of  violence  in 
American  and  German  schools.   The  conference  will  be  seen  by  viewers  at  sites 
in  both  Germany  and  the  US. 

Developed  and  Distributed  NEGP  Publications 

From  October  1993  through  September  1994,  the  Goals  Panel  produced  six  new 
publications,  and  distributed  them  as  indicated  below: 

1 .  Promises  to  Keep:  Creating  High  Standards  for  American  Students  (November 
1993)    17,500  copies  printed. 

2.  Reconsidering  Children's  Early  Development  and  Learning:  Toward  Shared 
Beliefs  and  Vocabulary   (December  1993)  3000  copies  printed. 

3.  Community  Action  Toolkit  (September  1994)  2500  copies  printed  by  the 
Government  Printing  Office  (GPO);  distribution  will  be  by  sale  from  GPO. 

4.  The  1994  Goals  Report  (September  1994)  100,000  copies  printed. 

5.  The  1994  National  Data  Volume  of  the  Goals  Report 
(October  1994)  20,000  copies  printed. 

6.  The  1994  State  Data  Volume  of  the  Goals  Report 
(October  1994)  20,000  copies  printed. 
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The  Panel  also  distributed  over  1 50,000  past  Summary  Guides  and  responded  to 
requests  for  over  15,000  copies  of  21  other  prior  Goals  Panel  publications. 


Co-Sponsored  Policy  Forum  on  Achieving  the  National  Education  Goal  on  Adult 
Literacy 

On  June  23-24,  1994,  the  Goals  Panel  co-sponsored  a  national  policy  forum  on  adult 
literacy  with  the  National  Governors'  Association  and  the  National  Institute  for 
Literacy.   The  forum  in  Washington,  DC,  was  attended  by  approximately  175 
researchers,  practitioners,  and  federal  and  state  policymakers.   The  forum  focused  on 
low  levels  of  adult  literacy  in  the  U.S.,  and  the  policy  and  programmatic  implications 
for  building  a  competitive  workforce,  reforming  welfare,  and  ensuring  that 
linguistically  and  culturally  diverse  adults  have  equal  education  and  economic 
opportunities.   The  Panel  will  publish  an  edited  volume  of  commissioned  papers  from 
the  conference. 
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APPENDIX  D 

NATIONAL  EDUCATION  GOALS  PANEL 

Statement  on  Voluntary  National  Education  Content  Standards 

adopted  November  15,  1993 

In  1 990,  the  President  and  Governors  agreed  on  six  '  National  Education  Goals  and 
committed  themselves  to  a  decade  of  sustained  action  to  meet  the  Goals.   With  the  Congress, 
they  created  the  National  Education  Goals  Panel  to  measure  and  support  the  nation's  progress 
toward  meeting  the  Goals. 

To  meet  Goals  3  and  4  (the  Student  Achievement  and  Mathematics  and  Science 
Goals),  a  bipartisan  consensus  has  emerged  that  as  Americans  we  must  agree  on  our  priorities 
—  the  results  we  expect  from  students  in  core  academic  areas.   These  "content"  standards 
should  be  rigorous  and  challenging,  and  they  should  reflect  high  expectations  for  what 
students  should  know  and  be  able  to  do. 

The  National  Education  Goals  Panel  strongly  supports  the  development  of  clear, 
rigorous  content  standards,  and  it  believes  that  voluntary  national  standards  are  essential  to 
this  effort.   The  Goals  Panel  believes  the  following  principles  must  serve  as  the  foundation  for 
these  standards: 

Voluntary 

The  Panel  will  participate  only  in  the  establishment  of  voluntary  national 
content  standards  that  may  serve  as  models  and  resources  for  State  and  local  reform 
efforts. 

The  Panel  would  oppose  any  federal  effort  to  require  States  and  local  schools 
to  use  such  national  standards. 

Academic 

The  Panel  believes  that  voluntary  national  content  standards  should  address 
only  the  core  academic  areas  as  stated  in  the  National  Education  Goals. 

Voluntary  national  content  standards  should  not  address  non-academic  areas 
such  as  values,  beliefs,  student  attitudes  and  behaviors. 


This  statement  of  principles  was  approved  and  issued  prior  to  enactment  of  the  Goals  2000: 
Educate  America  Act.   As  a  result,  the  statement  references  the  six  original  goals  instead  of  the  eight  created  by 
the  law. 
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World-Class 

The  Panel  will  endorse  only  those  national  content  standards  which,  though 
uniquely  American,  are  at  least  as  challenging  and  rigorous  as  the  academic 
expectations  for  students  in  other  countries  of  the  world. 

Voluntary  national  content  standards  must  not  be  compromised  or  watered 
down  for  any  reason.   The  Panel  believes  that  our  focus  should  be  on  helping  each 
student  reach  higher  levels  of  academic  achievement. 

Bottom-Up  Development 

National  and  State  content  standards  must  be  developed  through  a  consensus 
building  process  that  involves  educators,  parents  and  community  leaders  from  schools 
and  neighborhoods  across  the  country. 

For  these  voluntary  national  education  standards  to  be  useful,  they  must  be 
relevant  to  each  community  using  them.   The  Panel  has  no  intention  of  developing 
content  standards  on  its  own  and  would  oppose  any  standards  that  were  not  developed 
through  a  broad-based,  participatory  process. 

Useful  and  Adaptable 

In  order  to  improve  instruction  and  learning  in  the  classroom,  the  national 
standards  must  be  clearly  stated  and  free  of  jargon.    In  addition,  they  must  allow  local 
educators  the  flexibility  to  design  their  own  curriculum  plans  within  the  broad  outlines 
of  the  standards.   The  number  of  standards  should  be  limited,  so  they  are  feasible  for 
teachers,  parents  and  students  to  use,  and  represent  the  most  important  knowledge, 
skills  and  understandings  we  expect  students  to  learn. 

Voluntary  national  content  standards  will  not  be  a  "national  curriculum"  but, 
rather,  provide  a  broad  outline  of  the  kind  of  knowledge  and  skills  necessary  "for 
responsible  citizenship,  further  learning,  and  productive  employment  in  our  modern 
economy."  (Goal  3) 


The  establishment  of  national  voluntary  standards  is  an  effort  that  has  received  strong 
support  from  the  business  community,  Republican  and  Democrat  Presidents,  local  educators 
and  citizens  from  across  the  country. 

We  believe  that,  if  treated  with  care  and  wisdom,  these  expectations  of  what  students 
should  know  and  be  able  to  do,  will  empower  parents  in  every  community  in  the  nation  to 
demand  more  of  themselves,  their  children,  their  schools,  and  their  government. 
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